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Long Way to an Alternative 


THF. magician’s rabbit which promised to 
bring the twenty-first century to our door¬ 
steps has leapt back into Rajiv Gandhi’s 
fisychotic hat. We do not hear any longer 
Ilf the imminent 'great leap’ at home, but 
arc instead being tuned to international 
affairs—the bonhomie at Beijing with all 
the histrionics necessary to embellish a 
summit of two self-appointed mini super¬ 
powers of Asta; the meeting between two 
young prime ministers at Islamabad set¬ 
ting afoot euphoric speculations about an 
entente conliale of India and Pakistan; 
and the projwscd withdrawal of the IPKF 
from Sri I anka (brought about more 
under pressures from the new Sri Lanka 
president. Premadasa. rather than by New 
Delhi’s unilateral decision) which is 
calculated to assuage the feelings of the 
Indian army and the liberal intelligentsia, 
the formci worrying o\ci its increasing 
casualties in an unpopular and useless 
war, and the latter over the disreputable 
image of India as an occupation force in 
Sri Lanka. 

What do all these lead to? An Indian 
‘glasnost’’.’ A detente abroad without the 
corresponding change at home? A feather 
in the cap of the ruling party to be waved 
before the voters during the coming 
elections - whencser they are held to suit 
the convenience of the Cotigress(l)? 

Let us not ascribe any conspiratorial 


motive to the temarkably clumsy stage¬ 
hands in South Block. They should thank 
their stars that Zia died in an air crash. 
Premada.sa’s demands may still help them 
to get out of the Sri Lanka imbroglio 
which the Rajiv Gandhi government 
created from its iil-conceivcd pretension 
to the position of a sub-continental gen¬ 
darme. As for the rapprochement with 
China, it could have been made possible 
much earlier if New Delhi had showed any 
independent and bold initiative. Now that 
China has been recognised by both 
Moscow and Washington as a friendly 
power, India feels reassured with the bles¬ 
sings of both the superpowers to initiate 
talks with Beijing. The ’glasnost’ in our 
foreign policy i.s thus not of our own mak¬ 
ing. It is shaped by the winds >f the 
worldwide detente. 

With an improvement in relations with 
Pakistan, the bogey of the ‘foreign hand' 
is not likely to be a saleable commodity 
in the coming elections. The new Con- 
gressd) salesmanship in all probability will 
promote the much bailyhoood recent 
achievements in foreign policy to bolster 
the image of India a.s a great power in the 
subcontinent. The accolade heaped upon 
him by the international leaders may be 
u.sed to project India under Rajiv Gandhi 
as the key to peat'e and prosperity in Asm. 
and therefore a vote for him and the Con 


gress(l) would be made out to Pc ^ xote 
for stabi'ity in the region. To wi..i hei :hc 
•Storm created by the Bofors :he 

Congress(I) desperately needs to binid up 
this image of its leader as an iniernaiional 
hcrt>. 

But just as the ‘clean man' was caught 
\n Jlaftruntedelicw many limes during the 
last five years, the new image of the ‘man 
of peace’ can never be sustained for long, 
what with the violence unleashed by his 
parts at home. While tiic international im¬ 
age is meant to disarm the liberal intelli¬ 
gentsia and neutralise a segment of the left 
(which keeps supporting the continuity of 
the principle of non-alignment and friend¬ 
ship with the Sosict Union in R.pis 
Gandhi’s foreign policies), an escalation 
in iiiiimidatois methods will be neccssaiy 
!o terrorise the masses into submis.sioi. 
The Congrcss(l) hircTinas. proiected by a 
co-conspiiaional cciiire, are cre.aiiv 
terror in opposiiion-iuled stales, kill iig 
leftist aetisisis in the Hindi hcaiti.ind m 
a bid to check iheir expansion in the ra !i 
lionalls consei v.itivc ba- 'on o' ■bi-Coii 
gress(l). and suiring up comi'.uina .in 
clbnii. no!s to divide l!ic m.isses m o lu’t 
p.tils of ihe coiiniry. Ihe rceeii! vseins n 
Xijasawada, tin* killing ot t PIlM) acti 
■ isis in Ciba/i:>b.ul in i 1’. ihed le ■ par 
tkipaiion ol C'onpress(l) gi'oiis in com 
munal riots in noith India and then con 
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nivance wiih the INV in Ii ipura and the 
GNLF in Darjeeling aiv more indicative 
of the future plans of the (. on.i'ress(l) than 
any of its published proeranunes. The 
underworld criminals hau- not only found 
a safe haven in the Longrcssfl) but have 
also succeeded in tnaking then way up to 
top positions in the party hierarchy, exer¬ 
cising sway over both the executive and 
the judiciary. Their muscle-power was 
demonstrated in November 1984 when in 
retaliation against their leader's a.s.sassina- 
tion, they massacred about 3,1)00 Sikhs 
while a docile administration sat matching 
in silence. From available indications, it 
appears that the coming inonihs will 
witness an intensification of the ruling 
party’s violence in different forms- -mass 
rampage by its goon.s as liappencd in 
Vijayawada, selective killings of oppo.si- 
tion party workers, state terrorism mas¬ 
querading as ‘operations' with fanciful 
names, judicial puni.shmcnt of activists of 
peasants and working class niovemcnts. 
Unlike Indira (landhi in 1977, her son in 
1989 is not going to take any risks, and 
is determined to rally all the available 
resources—both from the state administ¬ 
ration and from the imderwotld—to en¬ 
sure his return to power. While he ha,s put 
his party organisaiion in the hands of 
sinister manipulators, he has turned the 
state into a monolithic mon.ster that con¬ 
centrates control over every nook and cor¬ 
ner of society. The Ifipura elections were 
a dress rehearsal from which the opposi¬ 
tion should has'c derised a warning as to 
the shape of things to come. 

But the uphill task ot dislodging .ind 
dismantling this deeply entrenched 
monster seem-s to have escaped the atten¬ 
tion of the opposition politicians who are 
too embroiled in their respective ego trips 
to be able to face up to the challenge. 

V P Singh looks like a master of cere¬ 
monies at a lunatic cxirnival. But there is 
a method in the madnes.s of the partici¬ 
pants. The Devi Lais and NTR.s have their 
own calculations of making hay while the 
sun shines, playing upon caste, regional 
and religious prejudices to remain in 
power in their petty empires, in nepotism 
and vindictive suppression of political op¬ 
ponents they have .set a record which is not 
far behind that of the Cnngres.s(I). In their 
fight against Rajiv Gandhi, the issue of 
corruption alone cannot really take them 
very far. It i.s a clash between two shades— 
one grey, the other black. 

As for the Janata 0.il components, 

V P Singh and his followers who have left 
the Congress! I) can be described at best 
as poachers turned gamekeepers. It was 
under V P Singh’s chief ministership in 
Uttar Pradesh that innocent villagers were 
killed by his police in the name of ‘en¬ 
counters’ with dacoits. V C Shukta’s role 


as a union minister during the Emergency 
is still fresh in public memory. Can the 
people trust them with state power? 

At the other end of the spectrum are 
the various communal parties and groups 
ranging from the pseudo-respectable BJP 
and Muslim League to the abrasively 
fanatical Vishva Hindu Parishad, Shiv 
Sena and Adam Sena. Hindu Communa- 
lism is a force to reckon with in western 
India and the Hindi heartland, and both 
the Congress(l) and the Janata Dal will 
pander to it—the former by directly stok¬ 
ing communal violence and the latter by 
electoral adjustments with these parties. 

In the mid.st of all this, the communist 
call for an alliance of left, secular and 
democratic forces as a national alternative 
seems to be more wishful thinking than 
a practical possibility. Can aiqr of the par¬ 
ties occupying the central space—the Lok 
Dal, TDP, Janata Dal—be described as 
seculat and democratic? In any alliance 
with them, the left will be reduced to the 
position of a back-seat driver, with the 
steering wheel firmly in the hands of the 
unscrupulous manipulators who lead 
these parties. 

Yet, an attitude of plague on both 
liouses will only help the return of the 
worst among the devils, which is more 
efficient than any opposition party in 
mobilising both legal and extra-legal 
forces to suppress democratic movements 
on a national scale. This is due to the 
traditional centralising power of the Con- 
gressfl) inherited from its parent, the 
Indian National Congress. It commands 
loyalty from different segments, varying 
from the emotional attachment of the 
liberal and vocal intellectual.s who still suf¬ 
fer from the Nchruvian nostalgia to the 
sense of security enjoyed by the bureau¬ 
cracy, the police and the army which 
would prefer a known devil to an unknown 
one. A wider group inhabiting the margins 
between these segments—the unorganised 
labourers mainly from the depressed 
‘daiit’ castes, the tribal people of 
Nagaland, Mizoram and M^pur, the 
poorer members of the religious minori¬ 
ty communities—are too divided and 
dispersed to resist the concentrated 
onslaught of monolithic state power. 

One should not have the illusion that 
a Janata-type government at the centre 
would be an alternative to the Congress(l). 
But it could be a weaker substitute. A non- 
Congress(I) coalition at the centre— 
because of its internal pulls and pres¬ 
sures—may lead to a weakening of the 
totalitarian centralisation of state power. 
A ‘weak centre’ (the very term petrifies the 
Congress(I) and, curiously enough, the 
two communist parties also) even for a 
short period may be a blessing in disguise. 
It can provide a breatho- to the democratic 


forces. It can also help left front state 
governments to work without constraints 
and lift the fear of 'central interference’. 
The Congress(I) at the centre, intolerant 
of any opposition party in power in the 
states, does indeed brazenly interfere by 
stirring up violent disturbances (as it did 
in Tripura recently) or by trying to drive 
a wedge between partners in coalitions. 
But one also has to admit that the left 
front governments often use the centre as 
a scapegoat to mask their own failures. In 
West Bengal, the blame for the mis¬ 
management of essential services or 
corruption among the state government 
employees or the high-handedness of the 
police cannot be laid at the centre's door. 
A ‘weak centre’ may thus remove the con¬ 
stant threat of ‘central interference’ and 
allow the people to identify the shortcom¬ 
ings of their governments in the states. 

During the last two decades, the alter¬ 
natives for change in the Indian political 
scene have arrived in great bursts of head¬ 
lights, but then left in departures of faint, 
diminishing red tail-lights. Through all 
this period, the Indian people have 
journeyed through an odyssey of experi¬ 
ments, from the united front governments 
in states in 1967 and 1969 to the left front 
governments in West Bengal. Kerala and 
TVipura, to the Janata government in New 
Delhi m 1977; from ihc extra-parlia¬ 
mentary armed alternative of the CPI(ML) 
to the legal activism of ‘non-party’ volun¬ 
tary groups; from mass demonstrations 
based on secular, democratic and socialist 
ideologies to those inspired by religious, 
casteist, linguistic or similar sectarian 
motivations. Some have left their marks 
in an ongoing search for a better socio¬ 
economic order. Some have left the people 
hopelessly divided along sectarian lines on 
a backward march towards an obscuran¬ 
tist past. 

In such a situation, the left will have to 
go a long way before it can mobilise sup¬ 
port for (he national alternative of secular 
and democratic forces that it is envisaging. 
Large sections qf our masses who remain 
outside the scope of leftist influence are 
still swayed by outrageous prejudices, 
lulled by false hopes, paralysiKl by fear 
and corrupted by self-interest. Without 
their assent and cowardice, the 1984 
massacre couRi not have taken place and 
the ruling powers would not have been so 
successful in murdering democracy. 
Before we talk about a national ahemative 
in New Delhi, we need to think about an 
alternative value system that would inspire 
confidence and courage among these 
people and make them act and resist. The 
left must prepare them for the pain, which 
now remains anaesthetised by illusions 
and fears, but which will make them 
scream once they wake up. 
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FROM THE IVORY TOWER 


'Some Thoughts on the 
History of Economic Thought 

Arun Ghosh 


I 

When Adam delved and I-ac >;pan. 

Economics was unknown to man. 

For though there was a division of labour. 

’twere for love not monetary favour. 

Theirs was a primitive communist state. 

The little they had they shared and ate; 

“To each and from each as per need and capacii>”; 
There was no cause for selfish rapacity. 

II 

Before Adam Smith burst upon the scene. 

The Mercantilist sought fresh pastures green; 

Beggar thy neighbour for thine own aid, 

In a zero sum game, tilt the terms of trade. 

Then came the lordly Physiocrat 
W'ho focused on the farm as the source of all fat. 
Mylord and My lady could thrive on tent 
Extracted from the farmer whose back’s to be bent. 

III 

Adam Smith tii his Wealth of Nations 
Found a new way for civilisations. 

Smith was a Scotsman with a unique vision 
Of the growth of output and its divisioti; 

The invisible hand keeps capital growing. 

With increased output steadily flowing. 

Enlightened self-interest would lead to common weal. 
The dictum held good till Depression and New Deal. 

IV 

Followed Ricardo and his iron law of wages. 

The precursor of Marx and many other sages. 

The reward of the worker would always be such 
As to sustain his life, and only that much. 

And on to Malthus, the forecaster of doom. 

Who felt the earth had limited room; 

Shortage of land and the growth of population 
Limits food supply, hunger facing ev’ry nation. 


John Stuart Mill, Pareto, Walras and Marshall 
Refined Adam Smith, to general equilibrium from partial. 

In the Victorian heyday of peace and prosperity 
Competitive growth was the rule not a rarity. 

Even though meanwhile, Engels and Marx 
Combined Hegel with Ricardo, and let fly some sparks, 
Their analytical forays into histo^ and reason 
Were ignored by the dons with disdjin and derision. 

VI 

The Paris Commune and the failure of the Utopian dream 
Got Saint Simon and Marx dumped into the same torrid stream. 
And labelled false prophets, misunderstood, misquoted, 
Deoned a danger to society, shunned and eroded. 

They had dared speak up for the dumb and mute voices. 


1 hey had questioned the demand function and consumer choices. 
They were pariahs t<* be hereafter maligned 
As enemies of freedom, the scourge ofmankind. 

VII 

The anarchical chaos of the inter war years 

Brought Keynes us the sasaiit, dispelling capitalists' fears. 

JP Say’s 1 ass ss.is not tnlallible, it appeared. 

Demand could Itag a* Rosa luxemburg had feared. 

Hut Keynes had a lorimiia hacked by Hairod and Hicks, 
Pump priming b> ilie .State with Uw^si': Jairt’ could mix. 

And so to the era that follosvcd Bietioii Woods, 

The \\esi tsas on top ssiih .avs ru.iiciials lo: its goods. 

Mil 

But the OPF.C IcaJcis had otner ideas in mind; 

Though the descri r baticn and •.ii.se! and unkind. 

Yet below the sandy dunes l-t;- .t '.etnable treasure. 

Oil, a fount of enctgy, in aburidant nieasi..e. 

This gift liad gone to shore up he-in: siandaids in the West, 
While at the cost of the Arabs. Siaii and 1-vxon made the l>cs|. 
But then, the OPHt' >mick. and inked the price of oil 
To levels which suddenly bronchi all tempers lo the boil. 

I\ 

But oil is a product ssiih ;i \ciy liigh rent, 

A very large surplii.s with little labour spent. 

The North-South is no loiigei a dlsi^lon ot States. 

Mighty strange partners oil icsenuc creates. 

The surplus of billions i* manna to ihe banks. 

To the pcdlar.s of arms, of aircialt and tanks. 

The rulers of the oil rich have only to insest 
Their new found ri,.hes with the bankets of the West. 

X 

But oil notwithstanding, ilie people of Iran 
Had a standard of life worse than the Bedouins of Oman, 
For the Shah, he loved splendour and aircraft and arms. 
While the men toiled as ever in factories and farms. 

So religion prevailed, and the Avatoilah struck. 

And the Shah’s dream was ground to dust and to muck. 

But Saddam, he thought that he was the rising star. 

And Iran and Iraq started a fratricidal war. 

\1 

Stagflation to the left, stagflation to the right. 

Starvation straight ahead for the many young and bright. 
Vast numbes arc caught in a vicious scissors hold. 

Rising prices and unemploy mciit bring to heel the young and old. 
Those protected by the unions might hang on to their jobs. 
While speculation breeds a tribe of new nabobs. 

Only bankers rejoice, or those with property or gold. 

While the workers find the landless steadily added to their fold. 

XII 

Meanwhile the dons with their incomes secure 
Back interest rate hikes for a Wicksellian cure: 

The FED’S to cut M, with a view of bring down price!*. 
Though the Pentagon's bent upon better nuclear devices. 

Fbr hasn’t the Polar Bear's breath leached the waters of the Gulf? 
Arms alone must be financed, let >iarvation engulf 
The overpopulated in large areas of the South; 

Who can help if ev’ry trice, they’ve to feed an extra mouth? 
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XIII 


XVI 


And so it is that history moves, notwithstanding Willy Brandt, 
Arms researches must be funded by a Rockefeller grant. 
Kissinger and Carter must at heart be kindred souls. 

Quite difTerent though their styles, quite common were their goals. 
For Adam Smith is dead; large corporation is the key. 
Moving Washington and London and Bonn and Farce; 

And Chrysler. Lockheed, Northrop, apart from Rolls Royce 
Must be bailed out by the State, the consumer has no choice. 

XIV 

And now in a workers* State, the worker’s up in arm.s. 

The factories are closed, untended aie the farms; 

The shops arc all empty, queues vacant-eyed and long. 

In a workers’ Slate to whom do means of production belong? 
Solidarity is astir, seeking blessings of the Pope, 

The people in a Marxist State are going back to “dope”. 

The North and South divides agrow^, thanks to anns and intrigue; 
Arms pedlars and dictators are in an unholy league. 

XV 

But men must live and men must eat, life's never stand-still 
More goodies must be sold, hire purchase fits the bill; 

And robots in Japan will produce what you need. 

From drudgery and labour human kind will be freed. 

Or so you would think, but wait, there’s a catch. 

Between output and incomes, there's a serious mismatch. 
Suh-Saharan Africa has now to live on doles. 

And others sans employment also need begging bowls. 


Adam Smith is dead I said, and so are l.enin. Marx, 

Public weal’s for the birds, and mad speakers in Hyde Park. 
Be it Gorbachev or Deng Xiaoping, Reagan, Jimmy Carter, 
Thatcher, Kohl or Mitterrand, each one of them would barter 
Small change by way of ‘.system’, for the goals of each nation. 
Gulf oil being the prize, to hell with civilisation. 

The Pathans must be armed to keep up the fight. 

Against, an incipient revolution, by jingo, we’ve the might. 

XMI 

But ‘Revolution’ is now dead, perestroika is the creed, 

I-rom the bureaucratic jungle, the socialist must be freed. 
.Vnd though Uncle Sam may consistently manage to dissave. 
OLCD must unite, or consequences would be grave. 

But glasnosi is a must, arms embargo is the need 
For the Russian pere.stroika ever to succeed. 

The new generation Muscovite is now it seems aware 
That a stance ol ‘confrontation’ would lead him nowhere. 

XVIII 

But with debt crisis looming, futility of the GAfT, 

.And ‘conditional’ loans putting the poor on the mat. 

The billion in South Asia should know where it stands. 

If it only knew how to. it could use two billion hands. 

But if it cannot do so, it would need a begging bowl. 

Who would not be glad to trade ‘aid’ for a country’s soul? 
So, dear gentle reader, is there a lesson from this talc? 

But dtre.s history have a les.son one ever did avail? 


Calcutta Diary 

AM 

Along with other agencies which a written constitution took to 
detailing fastidiously in article after article, the Election 
Commission too has been rendered into an echo of the ruling 
party at the centre. If the ruling party at the centre says it is a 
lovely day today, the Election Commission will say it is a lovely 
day today; if the party considers it not propitious to organise 
elections and by-elections, the Election Commission will say ditto. 


A SURGEON, attached to one of the 
city’s decrepit hospitals, was heard boast¬ 
ing; he can, single-handedly, bring India’s 
democratic process to a halt. Once the 
next general election is announced, he will 
collect five hundred and forty-two surgery 
cases and make them enter the election 
fray, as independent candidates, one for 
each of the five hundred and forty-two 
Lok Sabha constituencies; between the 
date of the filing of nominations and the 
date of the actual poll, he will have them 
operated on in the hospital he is attached 
to; given the horrendous state of affairs 
there, none of these five hundred and 
forty-two individuals will survive the 
surgery; elections will therefore be 
automatically countermanded in each and 
every Ixik Sabha constituency, the coun¬ 
try’s democratic process will come to a 
total stop. 

But perhaps such a grotesque deus ex 


machina is not at all necessary. Just leave 
it to the country’s Chief Election Com¬ 
missioner; on the evidence of some of his 
recent performances, he is quite capable, 
on his own, of bringing the nation’s 
parliamentary system to a halt. There are 
at the moment seven by-elections to the 
Lok Sabha and several by-elections to the 
.state assemblies pending, apart from elec¬ 
tions for the dissolved legislatures in 
Ihinil Nadu, Nagaland and Mizoram. By- 
elections for the l^k Sabha seats have in 
fact been perTding for months together; 
the Election Commission has however 
gone on postponing them. Some expec¬ 
tations were loused that these elections 
will now be held in November. But, no, 
the Commission has informed the nation 
that it has been advised by the state 
governments concerned that November is 
an unsuitable month for holding elections; 
it is the month of sowing, and to have 


elections and by-eleciions during the 
month will interfere with sowing opera¬ 
tions. The ITcclitm Commission has gone 
along with the view. 

All that the Commission needs to do 
IS to be consistent and per.severing in its 
discovery of picas why parliamentary elec¬ 
tions cannot be held in this or that month. 
If November is the month of rabi .sowings, 
December and January are the months of 
khartf harvesting, we cannot have elec¬ 
tions then and disturb harvesting opera¬ 
tions. March is when the rabi crop is 
maturing, and we cannot expect our elec¬ 
torate to worry over casting votes during 
that month either. April is the month of 
the Baisakhi festival; May and June, 
be.sides being too hot, are the months of 
rabi harvesting and procurement; July and 
August are when fldods take place all over 
the country; in September, the farmers 
wait for the hhadoi rains; October coin¬ 
cides with the Dusserah and Navaratri 
festivals. So, reason it out yourselves. The 
Election Commission, given the onerous 
nature of the responsibilities thrust upon 
its shoulders by the nation’s constitution 
under Articles 324 to 329, cannot take 
these responsibilities lightly. And, give the 
Commission enough rope, it will come to 
the conclusion that no month is conducive 
for holding elections in the country. 

Along with other agencies which a writ¬ 
ten constitution took to detailing fasti¬ 
diously in article after article, the Election 
Commission too has therefore been 
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rendered into an echo of the party ruling 
at the centre. If the ruling patty at the cen¬ 
tre says it is a losely day today, the tlec- 
tion Commission will say it is a loxely day 
today; if the party considers it not pio- 
pilious to organi.se elections and by- 
elections, the Hlection C'ommis.sion will 
say ditto. The Commission has a standard 
argument in defence of its point of view 
that it has to abide by the judgment of 
the union and state governments on the 
suitability of dates for holding pending 
polls. It has no staff ol its own. it has to 
depend on the official nuiclnnciv; ii 
governments, on various pleas, refuse to 
part with their personnel, including per¬ 
sonnel for the maintenance of law and 
order, have a heart, the Commission can 
do pretty lit*Ie. But is not all this an aspect 
of interpreting what its role should be? 
The relevant clause of Article 324 is ex¬ 
plicit enough: “The president, or the 
governor of a state, shall, when so re¬ 
quested by the Election Commission, 
make available to the Election Commis¬ 
sion. .. such staff as may be necessary for 
the discharge of the functions conferred 
on the Election Commission.. .” The 
Commission thus has the prerogative to 
decide on its own when a particular by- 
election or election is to be held, and to 
demand of the government ihai the neces¬ 
sary staff for the purpose be provided to 
it; if such staff are not forthcoming, it is 
within its rights to move the Supreme 
Court and request it to order the govern- 
meiii to airange for such staff. The Com¬ 
mission has however always chosen not to 
assert itself. It has generally consisted of 
wise men. They have known which side 
then bread is buttered; they have decided 
to follow blindly the wishes and predilec- 
lioiis of the ruling party at the centre; if 
the ruling party at the centre says that it 
is an ugly day to hold elections and by- 
elections, the Commission has by now 
disciplined itself to say ditto. 

Minor problems can still arise. There 
can be a .state government whose political 
complexion is different from that of the 
ruling party at the centre; it may not mind 
a particular election or by-election pen¬ 
ding in the state being held reasonably 
soon; it can in fact prove to be a bit of 
a nuisance and ask the Election Commis¬ 
sion to hold the poll immediately, even if 
that does not suit the convenience of the 
ruling party at the centre. Where there is 
a will there is .a way; the Election Com¬ 
mission has found a way out of such 
predicaments. In recent years, it has hit 
upon the stratagem of bunching by-elec- 
tions and elections all over the country. 
Bending by-«lections in this or that state, 
it has declared, will be allowed to pend; 
they will be scheduled simultaneously over 
the Entire country on the same date, the 


choice of the date depending on the joint 
convenience of the union govetnineni and 
each of the concerned state govcrnmetiis. 
That way, the Commission can play ii 
totally safe. F-ven if the Ix'ft Democratic 
Front government in Kerala says that it is 
more than willing to provide the necessary 
staff so that the Commission might fix an 
iinincdiatc date for the by-election for the 
Ko/hikode I ok Sabha seat, sorry, the 
Commission cannot oblige it, for the 
government of Bihar or Uttar Pradesh or 
Nagaland is not leaJy foi the by-electioii'- 
in that state. 

Otherwise loo, the Flection ( oinniis 
sion has gone on merrily bie.ikiiig new 
conslilulioiial ground .so as to serve the 
interests of you-know-wlio Towaul the 
middle ol l‘J86, the ruling parts at ihc 
centre decided to shift an individual who 
was at the same time a member of the 
iiniini tabinei and instal him as chiel 
minister of Haryana. Since, at that time, 
it had a cleat inajoriiy in the state 
assembly, the party had the right to 
ehtursc its chief minister and no seeming 
impropriety was involved in its decision. 
But thcic was the inconvenience ot .Arti¬ 
cle 164(4) of tile copslilulion, which says 
that a minister "who for any pciiod of six 
consecutive months is not a member of 
the legislature of the state shall at the 
expiration ts| ih.'ii period cease to be a 
minisier". flie individual imponed as 
Haryana’s chiel minisiei was not a nieniber 
of the state assembly: so, it the inteniion 
was that he should continue as chiel 
minister, he had to be elected to the state 
a.s.seiiibly wiilnn six months. Since such 
was ihc intention, the ruling party arrang¬ 
ed to cieate a vacancy; ihc Ml A from a 
safe enough constituency, Tosham, was 
made to resign and it was decided to elect 
the chief minister from that coastituenc'v 
in the resulting by-election. 

So far so good. There were however 
three other by-clcctioiis also pending in 
Haryana, and the prospects of the ruling 
party’s winning in any of these three con¬ 
stituencies were somewhat dicey. Our con¬ 
stitution is replete with noble sentiments. 
Article 14 of it speaks of equal protection 
before the law, and no part of a .state’s 
electorate can normally be considered as 
more important than any other part or 
parts. If you had to have a by-election in 
a particular constitueivcy in order to get 
the chief minister elected to the state 
assembly, you had no business to deny by- 
elections in the other three constituencies 
of Haryana. Article 14 be hanged, the par¬ 
tisan in the Chief Election Commissioner 
rose to the occasion. He ordered the by- 
election only for Tbsham, the other three 
constituencies were excluded. The circum¬ 
stances were not propitious for holding 
by-elections in the state, but, as far as 


Tosham was concerned, he explained, he 
was helpless, he had to arrange elections 
as part of his constitutional obligations 
unJci Aiticle 164(4) 

He uttered a gross terminological inex¬ 
actitude. The particular danse of the par¬ 
ticular Article does not concern the Elec¬ 
tion Commissioner or his duties and 
obligations. As quoted above, it only 
refers to the qualifications of a minister; 
in case a minister fails to be elected a 
member of the state legislature over a 
pciiod of six months, he will, it states, 
cease to be such. The Chief Election Com¬ 
missioner may argue that had he not 
agreed to hold the by-ekx:tion at Tosham, 
the chiel minister would not have been 
able to Lontinue in office. That, however, 
was the chief minister’s—and his par¬ 
ty’s— problem, and if the Chief Election 
Commissioner assumed that their pro¬ 
blem was his problem too, then the prin¬ 
ciple of equal opportunities before the law 
would have suggested that he should have 
agreed to hold the by-elections in the three 
other Haryana constituencies too along 
with the one at Fosham. The Chief Elec¬ 
tion Commissioner assumed the burden 
of ensuring that the chief minister did not 
tall foul of Article 164(4); he did not take 
upon himself the burden of ensuring that, 
in the process, he himself did not infringe 
Aiticle 14. 

He infiingcd ,\rticle 14, but m this 
wonderful country where legal luminaries 
constan.ly take pride to flaunt, on the 
slightest of pietexts, the expanse of their 
acumen and skills, nobody bothered to 
move the .Supreme C'ourt to test the fair¬ 
ness or otherwise of the Election Com¬ 
mission’s decision. Meanwhile, two years 
have lolled by, and the same Chief Elec¬ 
tion Commissioner continues, soldiering 
on in the cau.se of the ruling party at the 
centre, and specialising in the art of get¬ 
ting by-elections postponed for months on 
end on grounds undreamt of in your 
philosophy. Perhaps this is a selfless 
perseverance, perhaps there is a gleam in 
the eye at the prospect of a governorship 
or an ambassadorship coming his way. 

Once more, the air is thick with talk of 
electoral reforms. Coes anyone mean 
business, or is it merely paying ritualistic 
homage to a seasonal, populist urge? 
Should the pundits be scandalised if it is 
argued that one must begin at the begin¬ 
ning, and start with a very modest reform, 
concerning the office of the Election 
Commission itself? What about an ex¬ 
plicit constitutional amendment to read 
as follows: no person, who has filled the 
office of Chief Election Commissioner, 
will be eligible for further office either 
under the union government or under the 
government of any state aft<*r he has cea.s- 
cd to hold his office? 
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Uhde India: Our experience puts 

||||||||||||| With Its future oriented processes IfAlJ ll’l fIfidCl 
and Its experience in all parts of the ^ wee ■■■ 


With Its future oriented processes 
and Its experience in all parts of the 
world. Uhde is in great demand as a 
partner for the design and construc¬ 
tion of chemical and other industrial 
plants 

Uhde India Limited offers a wide 
range of services for the domestic 
industry. 

Process know-how. basic and de¬ 
tailed engineering, procurement of 
equipment, project management 
including progress and cost control, 
construction and erection services, 
training of client's personnel, re¬ 
liable after sales service 

Uhde India Ltd s close cooperation 
with the group’s Head Office in the 
Federal Republic of Germany gives 
it access to the latest technologies in 
the field of chemical industry and 
their further developments. 

Please ask for our latest competfty 
brochure. 


m 


Engineering with ideas 

Uhde India Lirnited. Uhde House 
L 6. Shastri Marg. Vikhroli CWest) 
Bombay-400 083 India. 

Phone; 58 77 01 -9 Telex: 1171 654 
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WEBEL PRESENTS 


THE STANDARD 
FACTORY 



at Saltlec, 
Bidhannagar. 
Salt Lake City 



For small scale manufacturers in electronics 


Ihe Standard Design Factory (SDF) is a 
SIX-storey building with modules ot working 
space which will exclusively house small-scale 
entrepreneurs in the electronics industry 
Situated at Saltlec t'ectronics Complex, Sector V. 
Bidhannagar, Salt Lake City, the SDF building 
has been planned with meticulous care to 

make it the 'deal Flatted _^ 

Industrial Estate__ 


You can buy one module, 
or multiples of it. 

Tne SDF has 175 modules with a super built 
area ot 125 sq rpetre each. The modules have 
been especially designed to meet all possible 
requirements of small scale manufacturers, 
and built with painstaking attention for detail 
bv West Bengal Industrial Infrastructure 
Development Corporation. Each module - 
spick and span, fully ready for occupation - 
will cost only Rs.'3 lakhs Whafs more, there is 
the option of booking multiple modules. The 
SDF will be ready for occupation by February 
1989. 


Double-circuit power network ensures no 
load-shedding Wafer supply, telecom 
network, post oftice. police aruJ fire services 
bank, .shopping plaza and creche are )usf a 
tew of the many facilities provided at Saltlec 
In addition there will be cor-’mon Security 
Services within the building To top it ail. 
entrepreneurs at the SDF will have, as Iheir 
next-door neigtibours. large ar\d 
medium-scale eloctrcnics manufacturers as 
well os the Webel R&D Centre. Electronics 
Regional Testing Laboratory and the Nalionai 
Test House Plus proximity to the Dum Durn 
Domestic ond International Airport and all the 
advantages of a Metro City 

Yes This IS on opportunity you canrrol miss You 
can have your Manufacturing Unit m the SDF 
building And thus be a part of the country's 
first fully integrated electronics complex Get m 
touch with us NOW Before it is too late Contrjct 
Mr K K Ray, Manager (Estate Development) 

Webel 

West Bengal Electronics Industry 
Development Corporation Ltd. 

225E, Acharya J C. Bose Road, Calcutto-700 020 
Phone. 44-2645/0223/0282 43-1915/ T »81 
Telex 021-2232 























Economic Theory in Development Economics 

Methodology, Agrarian Structure and Rent Control Laws 

Kaushik Baau 

This paper argues that pure theory and abstract reasoning play a crucial role in the advance of development 
economics. Abstract theoretical arguments can throw light on many critical matters of political economy and 
policy-making. Two examples ar^ taken up to illustrate this. First, it is shown that the connection between efficiency 
and exploitation in backward agriculture has been widbly misunderstood, but this can be sorte'd out by resorting 
to some simple theory. Secondly, the subject of rental laws is a source of much confusion but, again, abstract 
reasoning can help us understand many of the issues involved. The popular view that the existing rental laws 
are 'pro-tenant' is examined and some suggestions are made for policy reform. 


I 

Theory and Vested lntcn;sts 

IN India, the diiiparaging of theory and 
mathematical methods in economics has 
harmed not only economic theory but. 
ironically, also the quality of empirical 
research. This is because we need theory to 
convert data and statistics into information 
and knowledge. In India most of our 
empirical findings are made to hang un¬ 
comfortably Oil theoretical models con¬ 
structed elsewhere and meant for a different 
economic set-up. To rectify this we need to 
encourage abstract thcoietical work. Such 
encouragement would enrich development 
economics and also the quality of policy¬ 
making. 

When examining the poor state of theo¬ 
retical research in India, three causes stand 
out. 

First, our research bureaucracy has shown 
an excessive /cal for ‘directing’ research into 
•relevant' areas. The view that to produce 
good economics you have to be concerned 
about your country is a myth. Inadequate 
scientific skills cannot be compensated with 
nationalism. Of course, we want research to 
be relevant. But concern and relevance are 
seldom the mainspring of creative work. 
What drives a researcher to major findings, 
whether it be in the natural sciences or 
economics, is the innate pleasure of scien¬ 
tific discovery.' coupled with the urge to be 
the one who makes the discovery. So the only 
way to get relevant research is to encourage 
research and keep one’s fingers crossed. 

It may be pointed out parenthetically that 
1 am perhaps being unduly circumspect in 
restricting the above remarks to scientific 
research. They may well be applicable to all 
creative work. As Tom Stoppard, the play¬ 
wright, when asked about the motivation 
behind his writings, once remarked “They 
must be entirely untouched by any suspicion 
of usefulness. I should have the courage of 
my lack of convictions!’ 

Some critics of economic theory charge 
that a lot of what is today product under 
the label of “theory” is simply poor 
mathematics. 1 think they are right and tb's 
is the second cause of the widespread dis¬ 
missive attitude towards theory. Indeed a lot 
of the existing theoretical work is trivial^— 


not just from the point of view of pertinence, 
but in being intellectually dull. What we 
must however appreciate is that economic 
theory need not necessarily mean mathe¬ 
matical economics. Moreovei, it is wrong to 
be dismissive towards all iheoiy and 
mathematical economics because parts of 
them are misused. 

Finally, abstiact reasoning is both hard 
and austere. It teaches us scepticism and 
compels us lo say “1 do not know" very 
often. This is highly inconvenient in today’s 
consultancy-crazy age, where quick results, 
no matter how vacuous, command a high 
premium. Thus vested interests have arisen 
against theory. 

One rea.son why the so-called ’left’ in the 
Indian economics piofe$.sion has been so in¬ 
effective in influencing policy is this vested 
interest. It has led the left to label ’tight’ 
whoever points out a logical flaw in its 
analyses. This, through a process of natural 
selection, has unfortunately resulted in a 
dwindling of analytical endeavour on the 
left. The left governments in some Indian 
states have shown a far greater pragmatism 
and understanding of the economic reality. 

The left in the Indian academe will be 
much more effective if it is open to accep¬ 
ting what is best in economic theory. Indi¬ 
vidual incentives and the market cannot be 
wished away. Our need is to understand these 
and channel these in desirable directions.' 

Harping on an old theme, let me reassert 
my belief that economic theory is indeed 
value free. It can be good or bad but it can 
not be left or right. It is wrong to brand 
theory—neoclassical or othciwise—as 
belonging to a certain ideology.* The 
mistake is the same one which Father 
Thomas Caccini made when, on December 
21, 1614, in his wrath against Galileo, he 
declared from the pulpit of his church that 
the Copernican system, mathematics and all 
mathematicians were contrary to the 
Christian religion. It is obvious to us today 
that mathematical truth cannot conflict with 
religion or ideology. And in any case, if it 
docs, it is clear which one has to go. 

From talking about economics, let me 
turn to economics. In what follows 1 present 
some illustrations from development econo¬ 
mics of how, through the use of some simple 
analysis, we can clear up myths and con¬ 


fusions. For Ibis we do not need complicated 
Statistics or mathematics. Of course, my 
,e, samples arc carefully chosen and not all 
prtibicins in economics aie so frugal in terms 
of the kinds of instruments needed to 
understand them. 

II 

Optimality and intrrliiikap;e 

.•k curious leatiire ol rural credit markets 
is that when the moneylender is perfectly 
exploitative the market equilibrium re- 
.scmblc*$ a competitive otie in w hich a money¬ 
lender has no power of exploitation. Interest 
rates are low and Pareto optimality is. 
ensured. 

The relation between Pareto optimality 
and the moneylender landlord’s exploitative 
power is widely misunderstood. Ijet us begin 
by defining Pareto optimality. This is best 
done in two stages. A change is a Pareto 
improvement if at least one peison becomes 
better off and no one is worse off. A society 
is Rireto optimal if there is no further scope 
left for making Paieto improvements. That 
is, all such opportunities have been 
exploited. 

Note first that to describe a state as Pareto 
optimal is a positive observation.* It is 
perfectly legitimate to say that a certain state 
is Pareto optimal but undesirable or even 
that all Pareto optimal .states are undesirable. 

What happens if a person says that a state 
is ’opiimar. without using the qualifying 
epithet 'I’areio'.’ Would that be a normative 
remaik’’ The answer is: it depends. If the 
person in question is a lay person (hen his 
ub.scrvation is a normative one since in its 
normal usage the word ‘opiiniar entails 
commending in the same way that the word 
‘good’ does [see Hare, 1952). If on the other 
hand the person happens to be an economist 
making that observation to fellow econo¬ 
mists then it is likelv that for him optima¬ 
lity’ is merely a short form for 'Pareto 
optimality* and hence his observation would 
have to be treated as a purely positive one. 
Moreover since an economist usually uses 
the term efficient as a synonym for Pareto 
optimal an economist's de.scription of a state 
a.« efficient need not mean that he is show¬ 
ing appreciation for that state. 

Some may protest *hat tne definitions I 
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just gave of optimality and efficiency are not 
the only ones. f)lher definitions have 
appeared in the literature*’ and economists 
of different persuasions may adhere to dif¬ 
ferent uses of these same terms. But that 
does not change my main argument at all 
As long a.s optimality and efficiency happen 
to be .so well-defined that once a society is 
fully described we can objectively decide as 
to whether the society is optimal or efficient, 
the labelling of a society or state as optimal 
or efficient need not imply prai.se.' 

Hence the remark that inteiiinkage iii 
rural factor maikets tends to result in an 
efficient outcome does not imply a recom¬ 
mendation iti favour of intci linkage or 
against state intervention in rural markets. 

!xt us now take a closer look at the rela¬ 
tion between the structure of rural markets 
and the efficiency of equilibria. I shall focus 
my attention on rural credit markets. If in 
.such a market all agents behave com¬ 
petitively then, given some assumptions like 
convexity, the outcome is bound to be effi¬ 
cient or optimal.'* 

Now suppose such a market is characteri¬ 
sed by a monopoly moneylender and several 
borrowers. From the standard theory ot 
monopoly we know that the ouicoine will 
be inefficient and iniciesi ratc.s would he 
high. This has been considered the ‘radical’ 
model of rural credit markets and several 
papers published m the Cambridge Journui 
of Economics'* are in this mode. 

A little theoretical analysis rcscals that ihc 
traditional monopoly exhibits these propei- 
tics because the traditional monopolist is not 
fully exploitative."* Now consider a 
monopolist who extracts all consumers 
surplus from whoeser deals with him. I.et 
us call him an extortionate monopolist. It 
is easy to show that a market with an exior- 
tionate monopolist lesults in an erficient or 
Pareto optimal equilibrium. 

The reason is simple. If in a group, one 
agent is perfectly exploitative, then it is in 
the agent’s interest to enlarge the cake as 
much as feasible, since he is able to give 
others no more than their subsistence 
requirements and take away ilic entire 
residua] for himself, this ensures that the 
equilibrium will lie on the boundary of the 
utility possibility set of the group. 

In this model to deny the efficiency of the 
equilibrium is to imply that the monopolist 
moneylender is not fully exploitative. Several 
economists have failed to understand this 
proposition [e g, Guha, 1986}. And in their 
insistence that interlinkage results in in¬ 
efficiency they have, therefore, partly 
exonerated the exploitative character of the 
rural moneylender." 

It can further be shown that if the 
monopoly-moneylender also happens to be 
a landlord (i e, the rural market is 
characterised by interlinkagc) then it is very 
easy for him to extract all the consumer’s 
surplus from the borrowers. Thus, this kind 
of interlinkagc results in an equilibrium 
simitar to the one with an extortionate 
monopolist. That is, the outcome is efficient 


and, in this case, it is, in addition, true that 
the interest rate will also be low'- as in the 
competitive model. These piopertics are 
summed up in the Table. 
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The superficial resemblance between the 
compciilivc model and the e.xtieinc- 
exploitaiive one has been the source ol much 
confusion. Several writers, trying to depict 
the exploitative character ot feudal or 
capitalistic agriculture, have ended up taking 
caiegorv (B) as the apt description of 
exploitative relations and they have even 
taken models of type (C') to task in their 
mistaken beliel that these depict u non- 
exploiianve environment. What they have 
failed to upprccinic is that in ((') the 
boiiowers and landless labouiers are worst 
off The eflicienl cv]uilibrium and low 
iniciesi talc ate a necessary concomitant of 
this. 

Before moving on I wish to cmpha.si.se 
tlmt, with the above analysi.s, I do not want 
to argue that rural markets are efficient but 
simply that their inelficicney cannot be 
explained by interlinkagc as some ol the 
early wi iters in this area had felt. 

ill 

Koiit fioiitrol Laws 

In the study of agrarian structure a sub¬ 
ject that has commanded a lot of attention 
IS technological stagnation. In Basu |)987c] 
I have argued that an important cause of 
such stagnation could be our tenurial laws" 
and the structure of rights on land [for a 
contrasting view, see Olsen, 1987], I shall 
here address a related and a more general 
subject—that of optimal rental laws. This is 
a subject in which confu.sion abounds. These 
confusions, unlike the ones in the previous 
example, are not restricted to academic 
debates between economists but occur in lay 
di.scussion.s. newspaper articles and coffee 
table arguments. Remarks like “our tenancy 
laws are pro-tenant” are often heard but 
seldom formally analysed. Of course a full 
evaluation of tenancy laws would require all 
the artillery in economics—theory, data and 
econometrics. But some issues can also be 
cleared up by pure reason; economic theory 
can be brought to bear upon .some of these 
important real-world issues. 

Before going into the topic of tenancy 
laws, I shall make a general comment on the 
subject of law and economics. One area in 
which, I believe, economics and economists 


have been gio.s$ly underutilised is in the draf¬ 
ting and administering of the law. In many 
areas, like tenancy, anti-trust matters, restric¬ 
tive trade practices and the division of pro¬ 
perty,'* econoniLsts have superior modes of 
analysis than are available to the lawyer. It 
is not surprising at all that economists in the 
US have entered the court room in quite a 
big way [sec, c g, Ashcnfelter and Oaxaco, 
1987]. 

Turning to the specific subject of tenurial 
laws, note that these are important not just 
from the point of view of fairness towards 
tenants or landlords but because these could 
be instrumental in encouraging investment 
and innovation in land and boosting the 
construction industry and its ancillarics. 

let us begin by considering the widely 
held belief that the rent control laws in India 
are pro-tenant. This will be referred to, in 
brief, as ihe pro-tenant thesis. 1 shall argue 
that there is very little substance to thi.-> thesis 
and it may well be wrong. 

The basis of this thesis is the fact that 
tenancy laws all over India make it very dif¬ 
ficult for a landlord to evict tenants or to 
raise the rent on u silting tenant." I'his 
appears pro-tenant and so we jump to the 
conclusion that out law is pro-tenani. 

The fallacy m this argument stems from 
a failuic tvi appreciate the general equili¬ 
brium character ot an economy. This has lev! 
to a very poor quality of public debate on 
the subject. .Some recently suggested recom¬ 
mendations arc remarkable in that they try 
to mess up further our already messy rental 
laws, liven the Economic Administration 
Reforms Commission made suggestion.s for 
fixing a ‘fair rent’, as if we have not seen how 
effective such idealistic laws ate. 

The important point to realise is that a 
law is like an exogenous variable to the 
economy. Markets respond to it in various 
ways and what emerges in the end could he 
very different from what was intended. Thus 
in India both landlords and tenants know 
that the law makes the eviction of tenants 
difficult. Given that some positive inflation 
occurs in all economics, a landlord knows 
that the real value of the rent paid by a 
sitting tenant will get steadily eroded over 
the years. Hence a tenant who will stay for 
a long time is less desirable than a short- 
duration tenant. However, there is an asym¬ 
metric information problem here, of the kind 
that occurs in Akerlofs [1970] model. There 
is no obvious way of distinguishing between 
short- and long-duration tenants at the time 
of taking on a new tenant. There will be a 
few clear cases, like a person doing a 
transferable job or a foreigner on a diplo¬ 
matic assignment who will clearly be short- 
duration tenants. There will therefore be a 
great demand for such tenants and indeed, 
in reality, there is. A few weeks after I left 
my tent^ apartmcni in Delhi my ex-landlord 
told me with obvious glee how he had found 
a foreigner for a tenant. It was a couple- 
consisting of a foreigner husband and an 
Indian wife. A year later when I met my 
ex-landlord he was crestfallen. His tenants 
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had got a divorce and it was the husband 
who had chosen to move to another 
apartment. 

<* Given the asymmetric information pro¬ 
blem, landlords look fur other charac¬ 
teristics to separate out between ‘good’ and 
‘bad’ tenants. After doing so, what the 
market does is to make use of average 
characteristics of tenants in each category. 
Thus if the average tenant is one who stays 
for twenty years, then no matter what the 
tenant says the landlord dues his calculation 
un the presumption that the tenant will stay 
fur twenty years. He therefore demands a 
sufficiently high rent which will withstand 
twenty years uf erosion in its real value. 

So in today’s India mo.st short-duration 
tenants pay a higher rent than what they 
would have to pay in a different legal regime, 
in particular, one in which landlords and 
tenants were tree to sign contracts of any 
duration and tlic courts enforced such con¬ 
tracts. Hence what 1 have shown is that our 
existing laws, through the working uf the 
laws of geneial eiitiilihrium, ensure that a 
whole class of tenants pay a highci rent than 
what they would be paying if we had a dif¬ 
ferent legal regime. S«s much for the popular 
bcliel that our existing laws are pro-tenant. 

The above aigumcnt that the popular pro- 
tenant thesis is fallacious does not mean that 
the existing laws arc pro-landlord. They are 
inefficient; so they could be hurting both 
landlords and tenants. In reality the ones 
who gain from the existing legal regime cut 
across the ranks uf landlords and tenants. 
The existing system favour those with muscle 
power and a greater facility for ruthlessness. 

One way of going into policy questions 
hcic IS to compare our existing system with 
two other altci natives. I shall call these the 
no-intervention regime and the contract- 
enjorcing regime. I'he no-intervention 
regime is one where the governmem ctiacts 
no tenancy laws and does not interfere in the 
market at all. I.andlords and tenants strike 
contracts as they see fit and the enforcement 
of these contracts is also their responsibility. 
There are some economists (for instance 
some belonging to the new institutional 
school) who believe that such a system would 
work splendidly, that the right institutions 
will emerge and optimality will be ensured 
if there is no intervention. 

These optimistic conclusions are reached 
by this school of thought with the aid of 
several fallacies. Its first fallacy is the belief 
that whatever inslilution is socially desirable 
; necessarily gets implemented. In reality it is 
I entirely possible that a certain institution is 
; socially desirable but there is no strategy on 
' the part of any individual which would bring 
i about the institution. Institutions usually 
'• evolve slowly and there is no guarantee that 
' bad ones will not appear and persist.** 

I The .second problem with the no- 
|inieivention .school is that of internal con- 
[ sislency. Suppose a group uf individuals left 
i to their owt free functioning ends up 
j creating an <nstitution, for example, a 


government, which then intervenes in their 
free functioning. Then should this kind of 
intervention be stopped? After all it emerg¬ 
ed naturally from the behaviour of in¬ 
dividuals and according to the new institu¬ 
tional school what emerges in this way can¬ 
not be bad. But this •entails condoning in¬ 
tervention which is contrary to what the new 
institutionalists recommend. 

A more consistent and attractive legal 
system is the contract-enforcing regime. In 
its purest form this regime allows two in¬ 
dividuals to enter into any contract. They 
could agree to a fixed rent forever, or sign 
a contract for 5 years with agreement to 
revalue the contract after this period or agree 
to a rent with an inflation indexation clau%c 
The purpose of the judiciary in the contract 
enforcing regime is to simpiv ascertain if a 
contract has been violated in the event of 
such a charge I'cing brought by .some agent, 
and to punish the vto.ator. 

I he main advantage of this legal system 
is that one can write departure date 
contingent conltacts which arc enlorceable. 
In the language of game theory, this legal 
system allows individuals to commit moves 
in tlic future of extensive games. 

In this system, a whole range of rents tor 
identical apartments and land will come into 
existence. A tenant who takes lease for a 
short while will pay a low rent. Also, muscle 
power and clout will play a smaller tolc in 
determining who ‘wins’. 

The system has two disadvantages. First, 
it may be impossible to anticipate all contin¬ 
gencies in writing a contract. This need not 
be merely a practical hurdle; it may be a 
fundamental impossibility.*’ Secondly, over 
time, the contracts may get so complex that 
some individuals may be able to cheat others 
by writing into contracts items which work 
to the others' disadvantage in a blatantly 
unfair mannei but ate sufficiently camou¬ 
flaged in legal jargon to be not obvious to 
the others at the lime of signing. 

One way of countering this problem is to 
go in for what may be called a limited 
contraci-enjorcing regime. Such a system 
would allow a landlord and a tenant to 
choose any contract vvithin a certain 
prespecified formal. For instance it mayJ^e 
required that each contract entails filling out 
an existing form which is simple and has 
some blanks. Theie could, for instaUvC, be 
blanks where it says what the monthly rent 
is. whether the rent is to be inflation-indexed, 
and the period after which the tenant p:o- 
miscs to quit, if at 'all. fliis would allow 
greater flexibility of contracts than the 
existing system but not the full llcxibility of 
a proper contract-enforcing s\stein, its ad¬ 
vantage is that there will be little scope for 
slipping in unfair legal clauses without the 
other agent’s realisation. 

It is worth clarifying that to get the.se ad¬ 
vantages, the new tax laws should be effec¬ 
tive for those entering into new tenancy con¬ 
tracts. That is, the new law should not be 
applicable to existing tenants. Contracts 


struck by landlords and tenants in the old 
legal regime were done under tlie presump¬ 
tion of that regime A sudden regime change 
could change the terms ol a contract in ways 
which could be quite unfair to some agents. 

Apart from the fairness issue, the 
contract-enforcing regime, or even its 
‘limited’ counterpart, could have a positive 
impact on the inainleiiancc of apartments 
and It could increase tlic supply of housing. 
This latter may happen in two ways. It could 
give a boost to tlic consiiuciion mustry. But 
even il this was not possible because ol 
resource shortage and inelaslisiiy of 
response, the effective liousing supply could 
increase simply bv virtue of landlords leas¬ 
ing out apartments wliich m the present legal 
regime they lind more prniiiablc to main- 
liiiirvacant. 

I\ 

<]oiiclusion 

Fuie thcoiy cannot lead us to specific 
prescriptions. I liis lolUiws from a well 
known law of Oavid Hume Thcoiy sets the 
gioiind lor policy debates, i, has to bcvom 
billed with hunch, statistics and values toi 
making policy piosciipiioiis. Hume’s law, 
turned around, metuis tliai pure theory ,.an- 
noi compel us to take up paiticular nor¬ 
mative positions whtcli w'c find unpalat.'ibic. 
This is a simple point but a failure to up- 
pieciaie it has been art important lador in 
oiir unfounded inisiriisi of economic theoiv. 

[This IS a revised version of an invited lecture 
delivered at the Silver Jubilee Congress of the 
Indian Esconoinciric Society m Bangalore. The 
paper was also presented at the Tlieoty Collo- 
quia of NISIADS. New pclhi. I am giateful 
to Carlo Fonseca, Ranji't Nair, Indira Raja- 
raman and N R Ram Gopal for comments, and 
to ICSSR for financial support under the pro¬ 
ject ‘Agrarian Structure and F.cunoinic 
Progress’.] 

1 The usefulness of Ixiuis Pasteur’s science is 
beyond question So it is interesting to find 
even him arguing; “Any scientist who allows 
himself to be lured by the prospect of in¬ 
dustrial applications automatically ceases 
to be the servant of pure science; he clut¬ 
ters up his life and thinking with preoccupa¬ 
tions which paralyse his faculty for 
discovery". (H Cuny. Louts Pasteur, 
Souvenii Press, London, 196J, p 18). 

2 In this context 1 am tempted to recall, 
without endorsing, Ashok Mitra’s [1979, 
p I2U| colourful indictment of 
mathematical modelling; "Between vhai 
gets branded as mathematical model¬ 
building in economics and what finds us 
way onto the page ol Playboy maga/ine, 
one need not make any distrinciion at all. 
Both are illustrations of indulgences. ". 

3 Thi.s is a position that has been taken in 
Chakravarty’s [1987] recent bo<ik in Indian 
Planning: .see pariicuiarly pages 41-42.1 al.vo 
have some methodological sympathy with 


2.M1 


Economic and i^Iitical Weekly Special Number November 1988 



Arrow's [1982) paper and the broad ap- 
PTMch defended by Roemei: see, for 
example. Roemer |I98S]. 

4 What then does one make of Harcourt’s 
sagacious observation: ‘It is my strong im¬ 
pression that if one were to be told whether 
an economist . .were a hawk or a dove in 
his view.> on the Vietnam War, one could 
predict with a considerable degree of 
accuracy both his general approach in 
economic theory and which side he would 
be on in the present controversies (mainly, 
the capital controversy)" [Harcourt, 1972, 
p I3J? 1 his question was raised during my 
lecture by N R Ram Ciopal. 

Harcourt is right and not just for Vietnam. 
His case can be extended to Ciranada and 
Nicaragua. And one can go further and 
assert that economists who believe in 
monetarist policies are usually right-wing. 
Hut there is no contradiction between this 
and what I am arguing. The cases in this 
footnote are ot correlation and not of a 
logical connection. Monetarists are usually 
(by no means invariably) right-wing. And 
even if they were, we ought not to describe 
them as right-wing hecauhv of their belief 
in monetarism. Similarly there would be no 
contradiction if an economist changed his 
view of Vietnam but held on to his brand 
of economic theory. 

For a discussion ot Pareto optimality and 
normative statements, sec Sen [1970]. 

6 For some alternative definitions of ef¬ 
ficiency, see Bhaduri [1985!. 

7 There are people who would not grant that 
even a remark like “This boy is 5 feet lall” 
is purely positive. For my purpose it is fine 
if the statement “X is I^reto optimal” is 
treated as positive as the statemeni “I'his 
boy is 5 feel tall”. 

8 I'his is a derivative of a fundamental 
theorem of welfare economics. Some mke 
this theorem as a presciiption for non¬ 
intervention. But what recent advance in 
neoclassical research has highlighted is the 
stringent conditions required for its validity 
[see, e g, Chakravarty, 1975. p 2]. 

9 See. for example. Bhaduri [1977], Basu 
[1984], Mukherji’s [1982] paper in the 
Indian tkonomk Review is in the same vein. 

10 I elaborate on this in Basu [1987b]. In a dif¬ 
ferent context the same idea occurs in Oi 
[1971] and even Pigou [1920]. 

11 Rudra [1982. Chapter 4] is right in criticis¬ 
ing the myth that rural moncylending is 
compelilive But he is wrong in going/rom 
thii to the conclusion that rural credit 
markets are inefficient. Moreover, (as our 
analysis shows) by reaching this conclusion 
he inadvertently exonerates the moneylender 
from the charge of extiemc exploiiaiive 
behaviour. 

12 By bringing in addilxmal complication, 
usurious iiitere.si rates can be e.\plamcd but 
this i.s theoretically quite difficult. In Basu 
[1987a] I do such exercises by utilising some 
well known theorems in the liieraiiire on 
non-linear pricing and opiimal income 
ta.xation. 

13 I shall in this section not distinguish between 
social norms suppnried by social sanctions 
[Basu, 1986: Basu Jones and Schlicht, .1987) 
and law.s inipleniciiicd through ihc nation's 
judiciary. 


14 For instance, in trying to divide property 
equitably among two heirs, we could think 
of using simple principles of game theory 
and economics tike the following. I.et one 
person divide the property into two parts 
and let the other choose one of them. The 
remaining part goes to the person who 
divided the property. If both heirs have 
identical preferences then each does equally 
welt whether he does the dividing or the 
choosing. If preferences differ, one has an 
advantage in being the divider but in any 
case this method of partition ensures that 
no one would complain that he prefers the 
part the other heir has received. In the 
jargon of modern economic theory, the 
allocation w ill invariably be envy-Jree. 

15 Sec, for example, the Delhi Rem Control Act 
of 1958. Its famous Section 21, which 
allows, under .special circumstances, for 
short-leases, is very much the exception. 

16 This is now fairly widely accepted: sec 
Akcriof, [1976]; Basu, [I986|; Basu, Jones 
and Schlicht, [1987], Bardhan, [1987a]. 

17 To understand this lonsidcr the lollowiiig 
problem, (.'an a photograph be fully 
described in words? fhat is, could there be 
a description so thorough that someone 
who has not seen the a photograph can 
reproduce it exactly merely on the basis of 
ihe de.scriptioii. I feel most of ns would 
agree that the answer to this is no. I'his im¬ 
mediately means that if 1 wanted to .sign a 
contract in which 1 promise to do something 
if the sky looks like in a photograph, there 
may he no preci.se way of writing this con¬ 
tract since it requires a full description of 
the sky. 
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World Populatioii, 1988 

THE estimated total world population in 
mid-1988 was S.l billion persons, according 
to the United Nations World Population 
Chart, 1988. The annual rate of increase was 
an estimated 1.7 per cent for 1987-1988. 

According to the chart, a plateau in the 
rate of growth of world population at 
around 1.7 per cent started in the mid-1970s 
and is expected to end around the mid-1990s, 
with annual fluctuations in between. The 
plateau is primarily due to the relatively large 
number of women who have been entering 
the reproductive ages since the late 1970$, 
which in turn has kept the number of births 
high. Consequently, the decline in the crude 
birth rate, and therefore also in the rate of 
population growth, has slowed down 
globally, despite the continuous decrease in 
the level of fertility among women. During 
I985-199S an average of 87 million people 
are expected to be added to the world total 
annually. 
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Import Liberalisation and the 
New Industrial Strategy 

An Analysis of Their Impact on Output and Employment 

Ajit Singh 
Jayati Ghosh 

This paper examines the new industrial stratefiy and assesses its consequences for technology, employment and 
^output. This is done at both the macroeconomic and microeconomic levels, the latter, by assessing the effect of 
the liberalisation of imports of capital goods on a few. specific domestic capital goods industries. The authors 
also draw from the experience of Mexico's import liberalisation policies of the 1970s. 


Part One 
I 

New Direetions in India's 
Eronomie Policy 

DliRlNti ihc Iasi fifteen years of severe tiir- 
bulcnec in ihc international economy, the 
overall economic performance of India has 
been very creditable, lable 1 provides com¬ 
parative data on Ihc rate of grow th of GOP 
fttr a group of Asian and Latin American 
countries over the pcriod.s l%3-73 (when the 
world economy was growing very last, at a 
rate of about 5 per cent per annum), 1973-79 
(the period between the two oil shocks) and 
1979-84 (the period following the second oil 
shock and the deflationary fiscal and 
monetary policies in the advanced countries 
which has had a particularly devastating 
effect on third world economies). The table 
shows that despite the vagaries of the world 
economy, there has been a trend incrca.se in 
India's rate- of economic e.xpansion since 
1973. Between 1963-73, India’s rate of 
growth of GDP was about half as high as 
that of the other Asian and Latin American 
countries in Table 1. During the 1980s, the 
Indian growth rate has risen to the average 
level of the Asian countries and is of course 
way above that of the latin Atperican coun¬ 
tries most of whom have suffered a sharp 
setback to their economic growth. It is 
arguable that by significantly increasing its 
trend rate of growth, India has been more 
successful in coping with international 
economic fluctuations than even South 
Korea whose trend rate of growth fell by 
more than forty per cent over the period 
1979-84. 

Ikble 2, which gives data on comparative 
rates of inflation for the same groups of 
Asian and Latin American countries, shows 
that in terms of its own past record and as 
well as relative to other countries, India's in¬ 
flation performance during the last decade 
has also not been unsatisfactory. Data on 
other indicators (rates of domestic savings 
and investment, current account deficit, etc, 
which are not given here)' also suggest a 
reasonable comparative performance of the 
Indian economy during the 1980s. 


It is gencially recognised that this ability 
of the Indian economy to withstand world 
economic shwks has largely been due to the 
country's long teim strategy of import 
substitution, planned industrialisation ano 
technological self-reliance. Yet within the 
government and ccitain intellectual circles 
there has been inien.se dissatisfaction with 
this strategy and over the last decade several 
important steps have been taken to seriously 
dilute it if not to teverse it altogether. These 
changes have been based on the work of a 
number of high-level government commit¬ 
tees which in recent years have enquired into 
various aspects of the country’s planned 
industrial regime: import and export policy, 
policy on industrial licensing and other con¬ 
trols on the magnitude, composition and 
direction of domestic investment: controls 
on prices; fiscal policy and particularly the 
tax regime within which the private bu.smess 
operates, the role of public enterprises.- 
These committees have recommended detail¬ 
ed policy measures for relaxation or elimina¬ 
tion of a wide variety of government con¬ 
trols and for substantial liberalisation of the 
Indian industrial economy, both internally 
and externally; they have also proposed im 
portant changes in the fiscal regime (c g, 
reduction in direct taxation) to provide a 
much more propitious economic climate for 
private capital within India’s mixed 
economy. 

These modifications of economic policy 
began in an evolutionary way in the 
mid-1970s. However, they have gained real 
momentum in the la.st two years partieularly 
since Rajiv Gandhi became prime m'nister. 
Importantly, the new economic policy of 
greater internal and external competition to 
promote efficiency and modernisation has 
been confirmed by the Planning Commis¬ 
sion’s report on the Seventh Five-Year Plan 
(covering the period 1985 to 1990); the Plan 
envisages a considerable extension of the 
pohey during the next five years and beyond. 

The new direction in India's economic and 
industrial policy has been applauded by the 
World Bank and the Intematfonal Monetary 
Fund who have been pressing for such 
changes for many years. In the Bank’s view, 
although these so-called structural adjust¬ 


ments arc very useful, they do not go far 
enough. 'Ihc new economic [xilicy also 
enjoys the iniellcciuitl support of some 
dixiii'.guidied Indian academic economists 
who have long regarded India’s traditional 
inward looking industrial strategy to be 
inimical to the country's long term econ ic 
progres.s. jSee for example Bhagwati and 
Desai (1970), Bhagwati and Srinivasan (1975, 
1984), Ahluwalia (1985)). Despite India’s 
comparative economic success in the I980t, 
and the failure of many leading third worM 
countries (e g, Brazil and Mexico) which 
have been closely integrated with the inter¬ 
national economy through debt, trade and 
foreign investment, these economists favour 
a radical reorientation of the Indian eco¬ 
nomic policy <r. the direction of a greater 
openness towards the world economy. How¬ 
ever. equally distingutshed Indian econo¬ 
mists, most likely a majority, are sceptical 
of the intellectual rationale of the new 
economic policy and are doubtful of its 
wisdom during the foreseeable period of 
sluggish and uneven growth of the world 
economy [see for e.\ample Chakravariv 
(19’9. 1984); Chandra (1986); Raj (1985)]. 

The main purpose of this paper is to 
assess the likely impact of the new trade and 
industrial strategy of import liberalisation 
and deregulation on output and employment 
in the Indian economy. It will be argued here 
that in the present context of the world 
economy, any extension of these policies, as 
is envisaged in the Seventh Five-Year Plan, 
carries a serious danger of leading to an 
unsustainable debt burden, economic failure 
and low growth of output and employment. 
In all the euphoria about the new- economic 
policy, this point is even recognised by the 
World Bank. In their recent report they 
write: "Hnactment of the programme just 
outlined (embodying a further extension of 
the new economic policy measures) promises 
immense benefits in the medium to long 
term. Bui in the near term, this approach 
is replete with risks .. The industrial 
.strat^y could go awry because of contingen¬ 
cies such as adverse trends in the country's 
terms of trade, smaller-than-expected 
increase in private transfers and remittances, 
and export growth significantly below fhat 
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required to maintain 5 per cent GDP growth 
rate” [World Bank (1986): the parenthesis 
and the italics are the aulhors’i It will be 
suggested here that the risks are more serious 
and greater than the Bank admits and extend 
equally to the medium term. Instead of 
further import liberalisation and greater 
integration with the world economy, this 
paper will propose an alternative policy of 
more internal competition, greater internal 
technological development and a reduction 
in the propensity to import capital goods. 

The paper is vtrgani.sed in two part.s. Part I 
examines at a general and broad macro- 
economic level the economic reasoning of 
the new industrial strategy and a.ssesses its 
consequences for output and employment. 
It outltnes the main features of India’s 
planned industrial regime which has been iti 
operation for three decades and examines 
Indian industrial performance over this 
peiiod. It then examines the case of the 
critics of this model of industrial develop¬ 
ment and outlines the main elements of the 
new economic policy. There is a critique of 
the critics and assesses the macroeconomic 
implications of the import liberalisation and 
deregulation measures for outputs and 
employment. It then considers the experien¬ 
ces of some countries in 1 atin America, 
particularly Mexico, which adopted import 
liberalisation measures in the I9''0s. The 
risks inherent in the new economic policy are 
analysed and an alternative industrial regime 
is proposed. 

To complement the macroeconomic 
analysis of Part I. Part II of the papei 
examines at a microeconomic level and in 
greater detail the effect of import libera¬ 
lisation on some specific capital goods 
industries.' 

II 

Planned Industrial Regime 
and Performance 

Five Year Plans and the Industrial 
Regime 

The Indian five year plans, the first of 
which was inaugurated in 19S2, were design¬ 
ed to bring about planned economic and 
social development within a Socialist’ 
framework. The plans pursued multiple 
objectives of industriali.satioti development, 
rising per capita incomes and equity in the 
disiributton of gains from economic pro¬ 
gress. As far as the industrial strategy is con¬ 
cerned, the following elements have been the 
most important dui ing the 19S()s, 1960$ and 
most of the 1970s. 

First, the Indian planners emphasised the 
role of heavy industry in economic develop¬ 
ment and sought to build up as rapidly as 
possible a capital goods sector. Secondly, the 
plans envisaged a leading role for the public 
sector in this structural transformation of 
the economy. Not only was the government 
to play a dominant role in infrastructural 
investments (railways, electricity, etc), many 
industries, particularly in the capital goods 


sector, were exclusively reserved for develop¬ 
ment by the state. Thirdly, major investments 
in the private sector were to be carried out 
not by the test of private profitability but 
according to the requirements of the overall 
national plan. Thus for example car produc¬ 
tion may be highly profitable, but the manu¬ 
facturers were prohibited from expanding 
output as in the view of the planners the use 
of scarce materials for the production of 
such luxuries was socially less beneficial 
than, say, tractors or ploughs. Fourthly, the 
plans sought to bring about industrial 
development through protection; they also 
emphasised technological self-reliance and 
envisaged a limited role for direct foreign 
investment by multinationals. As is well 
known, the economic rationale for this 
capital good biased industrial strategy was 
provided by P (' Mahalanobi.s. In the 
Mahalatinbis model, c.s.sentially that of a 
closed economy, the development of the 
capital goods industry emerges as the main 
constraint on economic growth.'* This 
model of internal technological and heavy 
industry development can, however, be 
rationalised for an open economy of the sire 
of India if one envisages a slow growth of 
world economy and world trade and 
possibly falling commodity prices on world 
markets. Alternatively it can also be justified 
in more orthodox terms on the view that 
India’s dynamic comparative advantage lay 
in industries like steel for which the coun¬ 
try had ea.sy availability of the necessary raw 
materials in close pro.ximity to each other 
(thus reducing the costs of transportation). 

An important drawback of the heavy in¬ 
dustry biased industrial strategy is that it 
conflicts with the employment objective 
embodied in the five year plans. The plan¬ 
ners sought to square this circle by providing 
both external and internal protection in a 
number of industries for small scale and cot¬ 
tage enterprises for which the capital/labour 
ratio is very low. Thus, for instance, strict 
limits were placed on the modern textile fac¬ 
tories from expanding their output so that 
they would not compete against'the higher 
cost products of the cottage industry.’ 

The corner-stone of the above industrial 
strategy were the Industrial Policy Resolu¬ 
tions of 1948 and I9S6. In implementing this 
and subsequent legislation to control the 
activities of the private sector and to make 
them conform to the requirements of the 
plans, the government used a wide variety 
of measures. The most important of these 
may be summarised as follow.s. 

(a) Industrial Licensing: The Industrial 
Development and Regulation Act of 1951 
entails that any enterprise which wishes to 
manufacture a new article or seeks a 
substantial expansion of its existing capacity 
must obtain a licence from the relevant 
government authorities. Despite many ef¬ 
forts to streamline the procedures for obtain¬ 
ing licences, it has remained a cumbersome 
exercise for most enterprises. In addition to 
seeking compliance with the investment pat¬ 
tern envisaged by the five year plans, the 


government has also used its licensing 
authority for promoting a regional balance 
of industrial development and for control 
of monopoly power by limiting the expan- 

Table 1: Gkowth Rate of GDP 
(1975 Prices) in Asian and Latin American 
CouNFRiES, 1963-73, 1973-79 AND 1979-84 


(Percentage per annum) 



1963-73 

1973-79 1979-84 

Asia 

China 

8.6 

4.9 

8.2 

India 

3.4 

4.3 

5.4 

Indonesia 

6.9 

7.1 

5.6 

Korea 

9.6 

9.8 

5.8 

Malaysia 

6.6 

7.3 

6.6 

Pakistan 

6.2 

5.0 

4.4 

Philippines 

5.2 

6.4 

1.9 

Sri\aiika 

4.5 

5.0 

5.3 

Ikiwan 

10.7 

9.2 

6.4 

Thailand 

8.0 

r.7 

5.5 

Median 

6.7 

6.7 

5.5 

Latin America 
Argenti¬ 
na 4.8 

1.8 

•1.7 


Bolivia 

4.7 

4.7 

-4.4 

Brazil 

8.3 

6.9 

0.8 

Chile 

3.6 

2.7 

-1.1 

Colombia 

5.9 

5.0 

2.0 

Ecuador 

7.2 

6.8 

1.7 

Mexico 

7.8 

5.7 

2.0 

Peru 

3.9 

2.4 

-0.5 

Venezuela 

5.2 

5.6 

-1.8 

Median 

5.2 

5.0 

-0.5 


Source: The World Bank Data Bank. 


Tabie 2: Rates of Infi-ation* in Asia 


AND Latin America, 1963-1984 



1963-73 

1973-79 

1979-84 

Asia 

China 

-0.5* 

0.6'’ 

3.0 

India 

8.3 

6.3 

10.0 

Indonesia 

42.1 ‘ 

19.7 

12.5 

Korea 

13.2 

17.9 

12.1 

Malaysia 

2.1 

6.2 

6.0 

Pakistan 

5.1 

14.8 

9.2 

Philippines 

7.9 

13.3 

19.8 

Sri Lanka 

4.3 

7.3 

17.0 

liiiwan 

3.5 

12.0 

12.9“ 

Thailand 

3.2 

9.7 

8.3 

Median 4.7 

Latin America 

12.0 

10.0 

Argentina 

NA 

181.5 

222.8 

Bolivia 

8.2 

17.4 

195.6 

Brazil 

31.4 

38.6 

121.6 

Chile 

NA 

167.9 

22.1 

Colombia 

11.2 

23.7 

22.8 

Ecuador 

5.9 

14.5 

23.6 

Mexico 

4.5 

19.8 

53.7 

Peru 

9.9 

38.2 

82.8 

Venezuela 

2.2 

19 

13.0 

Median 

8J 

23.7 

53,7 

Notes: a 

1965-70; b 

1970-79; c 

1966-73; 

d 

1979-82 




* Average annual rates of growth of 
consumer price index, in percentages. 
Source: The World Bank Data'Bank. 
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sion of capacity by large business houses. 
In order tb encourage the development of 
small scale industry to meet the planners’ 
employment objective, between 1967 and 
;977, 180 modern industrial products were 
exclusively reserved for manufacture by 
small firms [Ahluwatia (1987)]. 

(b) Import and Export Policy. For three 
decades India maintained a highly protec¬ 
tive trade regime. A ‘red book' listed a whole 
range of items for which imports were pro¬ 
hibited altogether usually to provide protec - 
tion for the new infant industries. In prac¬ 
tice, it often meant that a.s lung as Ihcic was 
‘indigenous availability' of a particular 
manufactured product in the country, it was 
pnitected from foreign competition whalcxcr 
the costs of domestic production. The im¬ 
port control regime also entailed physical 
allocation of imported raw materials and 
components. The adverse eflccis of these 
import quotas and tarills on the c.spoiting 
industries were sought to be alles iatcd by a 
variety of special provisions and subsidies 
for the exports (e g, the import entitUment 
scheme). 

(c) Administered Prices. In addition to the 
licensing requirements fot new investments, 
the government also fixed market prices lor 
a range of ‘crucial' or ‘essential’ products, 
c g, steel, cement, sugar, uluminiutn, etc. 

(d) toreiitn Investment Policy. There were 
strict controls on foreign investment b> the 
multinationals and such investment was not 
permitted in areas whcie it was llunighi that 
sufficient indigenous technological capabili¬ 
ty had been attained or where direct foreign 
investment mav harm internal technological 
development. 

Industrial Performance 

Considered simply in teims of the growth 
of manufacturing production, the industrial 
strategy of the five year plans cannot be 
regarded as being notably successful during 
the nearly three decades of its operation. As 
lable .) shows, the overall rate of expansion 
of manufacturing value added in India over 
the period 1950 to 1983 has only been about 
5 per cent pa. This is a significantly lower 
rale than that achieved by the other leading 
newly industrial countries of the third world. 
This is rcllected in fable 4 which shows that 
India's share in the third world's manufac¬ 
turing production (excluding China) declin¬ 
ed from 13 per cent in 1963 to only 8.27 per 
cent in 1983. Moreover because of the 
relatively slow long term rate of growth of 
the Indian economy, the structural transfor¬ 
mation of the economy has also been much 
less than that of the other leading semi¬ 
industrial countries (see Table S). In 1980 
manufacturing only accounted for 18 per 
cent of GDP in India, compared with 28 per 
cent in the Republic of Korea, 27 per cent 
in Brazil and 24 per cent in Mexico. 

it would, however, be a mistake to con¬ 
sider India's industrial progress in purely 
quantitative terms. In terms of the quality, 
breadth and depth of its industrial develop¬ 
ment, the Indian performance has been very 


impressive. These characteristics are il¬ 
lustrated by the data provided in Tables 6, 
7 and 8. Table 6 shows the enormous 
development of Indian capital goods in¬ 
dustries between 1950 and 1980, particular¬ 
ly in the various branches of mechanical and 
electrical engineering and electrical and 
allied indtistrtes. However, like a number of 
other leading NlCs, India is now not only 
a producer and exporter of many types of 
capital goods, but is also a significant ex¬ 
porter of technology. The technology ex¬ 
ports of the semi-industrial countries have 
recently attracted a great deal of attention 


from economists as well as policy-makers.^ 
The technology exports are an important, 
although by no means the only indicator of 
the development of technological capabilities 
in these countries. There are major dif¬ 
ficulties in obtaining comparable Inter- 
country data in this area, but Ull [1984] has 
assembled the best available information on 
technology exports of the leading NlCs; this 
is reported in Table 7. The table shows that 
in industrial project exports, the leading ex¬ 
porter is India followed at a large distance 
by the Republic of Korea and Brazil. In non¬ 
industrial civil construction project exports. 


Tabu. 3: iNurx or Inousihial Produciio.n bv iNOUStKv Groups 
(Base 1970^ 100) 


Industry Group 

Weight 

1951 

I%1 

1971 

1981 

1984 

1 Mining and quarrying 

9.69 

44.7 

67.1 

lll.l 

171.4 

228.9 

II Maiiufarluring 

61.18 

31.S 

55.9 

114.5 

15''.6 

177.1 

Food indu.stries 

7.74 

41.8 

62.5 

98.1 

141.7 

158.4 

Beverage industries 

1.69 



(117.1 

415.7 

523.9) 

Tobacco industrie.s 

2.21 

33.1 

56.<> 

(114 5 

139.7 

137.1) 

Textiles 

17.43 

72.1 

91.4 

99.9 

116.2 

111.1 

Footwear and other wearing appaicis 

1.34 

39.4 

62.1 

99.5 

85.6 

92.1 

Wood and cork except furniture 

1.49 

19.8 

45.4 

1126 

87.3 

211.1 

I’aper products 

2,24 

17.7 

46.1 

114.3 

148.1 

172.1 

l.calher and fur products except 
footwear 

1..32 

118.7 

163.9 

93.6 

93.7 

77.3 

Rubber product.s 

2.22 

25.9 

46.2 

118.9 

152.6 

183.4 

Chemicals and chemicdt products 

H.91 

18.2 

42.9 

112.2 

217.6 

249.4 

Petroleum and coal products 

1.62 

3.7 

33.5 

116.2 

161.6 

191.5 

Non-metallic mineral products 

3.33 

19.9 

51.1 

119.7 

167.9 

195.3 

Basic metal industries 

8.84 

22.1 

47.6 

112 8 

148.2 

168.4 

Metal products excluding machinery 
transport equipment 

2.77 

12.6 

41.9 

115.5 

149.7 

165.1 

Mfg of machinery except 
electrical machinery 


5.4 

24.5 

115,9 

234.1 

267.2 

Electrical machinery apparatus 
and appliances 

5.32 

7.1 

27.1 

115.4 

181.1 

189.5 

Transport equipment 

7.39 

14.7 

74.9 

111.3 

142.9 

177.8 

Miscellaneous industries 

t.68 

14.2 

83.3 

95.7 

99.4 

n a 

III Electricity generated 

9.23 

11.7 

29.9 

117.2 

221.4 

279.8 

IV General index 

111.11 

29.7 

54.3 

114.4 

164.6 

191.9 


Note: The indices available on different bases, have been converted to base 1970. 

Sources: 1 CSO, Monthly Statistics of the Production of Selected Industries of India, 
March 1979. Volume 11. 

2 CSO, Monthly Abstract of Statistics, various issues. 

3 World Bank, Statistical Appendix to the Country Rept’rt on India, 1986. 


TABLt 4: I'FN Df.vfiopino Countries with the LarciEst Share of Manufacturing 
Vaiuf Added (MVA) of thf Third World* 1963, 1973 and 1983 


19M__ 1973 _ 1983 


Country 

Share of 
MVA 

Country* 

Share of 
MVA 

Country 

Share of 
MVA 

Brazil 

17.42 

Brazil 

20.62 

Brazil 

22.66 

Argentina 

13.69 

.Argentina 

13.79 

Mexico 

10.85 

India 

13.00 

Mexico 

10.70 

Argentina 

9 86 

Mexico 

9,86 

India 

8.76 

India 

8.27 

Venezuela 

3.59 

Turkey 

4.18 

Republic of Korea 

4.46 

Turkey 

3.46 

Venezuela 

2.91 

furke)' 

3.73 



Iran (Islamic Repu¬ 


Iran (Islamic Repu¬ 


Chile 

2.97 

blic of Iran) 

2.76 

blic of Iran) 

3.02 

Peru 

2.75 

Republic of Korea 

2.71 

Venezuela 

2.61 

Philippines 

2.73 

Philippines 

2.36 

Philippines 

2.51 

Egypt 

2.08 

Peru 

2.25 

Thailand 

2.01 

Tbtal 

71.55 

Tbtal 

71.04 

Total 

69.98 


Note, * Excluding China and a few other Asian socialisi countries. 
Sounxi UNIDO (1984) 
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by far the most important country is the 
Itepublic of Korea followed by India and 
Brazil. 

Table 8 provides information on the com¬ 
parative development of the machine tool in- 
diMry in the leading NICs. This key industry 
in th^capital goods sector is rigliily regard¬ 
ed as crucial to a country's technological 
development. The evidence in Table 8 .sug¬ 
gests that the development of lAe machine 
tools industry in India has been more suc¬ 
cessful than in most other NIC s. In 1979-80, 
India evported a gieatcr pioporiion of its 
machine tools output than cither Mexico, 
Brazil or Republic of Korea. .Mthotigh in 
relative tcims, India’s exports were lower 
than Argentina’s, its machine tools imports 
were coiisideiahly smaller than those of the 
^tter country. 

Finally, a good indication of the depth of 
Indian industrial development may be gaug¬ 
ed from the fact that India is today only one 
of six countries in the wot Id that can build 
a nuclear power station on its own.' It also 
has substantial capacity for building thermal 
and hydroelectric stations. 

HI 

The C^ase of the Clrities 

A leading critic [Ahluwalia, (1987)] of the 
planned industrial strategy, outlined in 
Section II, has summed up its main detects 
in the follow ing terms. In her view, the most 
important consequences ot this industrial 
regime were: (a) barriers to entry into indi 
vidual industries which limited the pos¬ 
sibility of domestic competition: (b) in¬ 
discriminate and indefinite protection given 
to domestic industry from foreign competi¬ 
tion; (c) the adverse effects of the policies 
to ’protect’ small scale industries and 
regional dispersal of growth on the choice 
of thcoptirhum scale of production; (d) bar¬ 
riers to exit by not allowing firms, even if 
they arc sick and non-viable, to close down 
and the move resources to an alternative 
growing industry; (c) administrative hurdles 
inherent in a system of physical controls; 
(0 the adverse effect on entrepreneurship by 
providing incentives for rent seeking rather 


than long term corporate planning, and 
(h) little or no incentive for technological 
upgradation. In addition to this formidable 
list, other critics (e g, the World Bank) call 
attention to the (i) adverse effects of univer¬ 
sal credit rationing through the nationalis¬ 
ed banking system as well as (j) the poor per¬ 
formance of the public sector enterprises. 

The critics suggest that the above factors 
arc largely responsible not only for Che low 
long run growth of the Indian industrial 
economy but more importantly for the 
deceleration in the manufacturing growth 
r«e after the mid-1960s. In the first three five 
year plans, the industrial growth rates were 
6 per cent pa, 7.25 per cent pa and 8 per 
cent pa respectively—somewhat below the 
plan targets but still quite respectable. 
However, since then these growth rates have 
fallen sharply and have also been greatly 
below the targets of the plans. As Table 9 
shows, mamilaeturing expanded at an 
average rate of 6.2 per cent pa between 
1955-65; however the corresponding average 
growtli rate in the following decade (1965-75) 
was only 3.3 per cent. Since the mid-1970s 
there has been some improvement in mami- 
facttiring growth rates to 4.5 per cent in the 
period 1975-76 to 1980-81 and to 5.8 per cent 
during 1980-81 to 1983-84. This improve¬ 
ment has been ascribed by the critics of the 
old industrial regime to the gradual rela.xa- 
tion of the industrial controls which began 
in the niid-1970s [sec Ahluwalia (1987)]. 

fable 10 provides data on the growth rales 
in Indian manufacturing at a disaggregated, 
two-digit industrial level over the three 
decades 1955 to 1984. These data broadly 
confirm the deceleration in the rate of 
expansion in a w'ide range of manufacturing 
industries between 1965-66 to 1975-76 and 
a faster tempo of growth subsequently. 

In the view of the crkics the precise link 
between the industrial policy regime and the 
deceleration in industrial growth between the 
mid .]960s and the mid-1970s is provided by 
the increases in capital output ratios and a 
reduction in the growth rates of labour and 
total factor productivity in Indian industry 
during this period [Ahluwalia (1985, 1987), 
World Bank (1985, 1986)]. Ahluwalia sug¬ 
gests that with the relaxation of the plan¬ 


ned industrid regime, these microeconomic 
indicators of economic efficiency have 
shown significant improvement during the 
last decade. 

The critics of the planned industrial 
regime not only include some distinguished 
academic economist^ and the World Bank 
but also high ranking civil servants and 
policy makers in ihe government’s economic 
ministries. The slow-down in industrial 
growth after the mid-1960s led to a great deal 
of dissatisfaction with the industrial and 
trade policy in these official circles and as 
noted in Section 1, several high-level govern¬ 
ment committees were appointed in the 
1970s to consider various aspects of the in¬ 
dustrial and trade regime. A slow liberalisa¬ 
tion of the industrial and trade controls 
began in the mid-1970s; this policy has, 
however, acquired strength in the last two 
years. Some idea of the scope of Ihe recent 
changes in industrial ixtiicy may be obtained 
from the following mcasuK's, noted in the 
W'orld Bank report of 1986 which hgve been 
implemented during the financial vear 
1985-86. 

—a reduction in the number of companies 
coming under the Monopolies and 
Restrictive Trade Practices Act from 1505 
to 230 by December 1985; 

—considerably tnore scope for MRT'P and 
established foreign equity companies to 
expand their capacity and diversify 
products; 

—more liberal ’’rc-endorscment” rules 
allowing for capacity expansion witliout 
obtaining a licence, and recognising 
additional capacity resulting from 
modernisation or replacement; 

—a substantial increase in the number of 
industries in which no licence is required 
to install or expand capacity; 
—increased flexibility to use installed 
capacity for alternative products as a 
result of an increase in the number of 
industries subject to “broadbanding”; 
—a scries of administrative improvements 
which appear to have significantly reduced 
delays in obtaining clearances, especially 
for larger companies and foreign col¬ 
laborations: and 


TaBI Ii 5. I.NPICATUKS OH ECONOMtt AND INDUSTRIAL STRUCTURE IN SeMI-INDI).STRIAL AND ADVANCED COUNTRIES. 1980* 


idia 


(1) Distribution of GDP (per cent) 

(a) Agriculture 37 

(b) Industry 26 

(c) Manufacturing 18 

(d) Services 37 

(2) Distribution of value added in manufacturing 

(a) Food and agriculture 13 

(b) Ibttile and clothing 18 

(c) Machinery and transport equipment 19 

(d) Chemicals 13 

(e) Others 37 

(3) Share of export of goods and non-factor services 

in GDP 7 

(4) Share of primary commodities in merchandise exports 41 


Afofe: * Rows 2a to 2c refer to the year 1979. 
Source: World Bank (1982). 
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China 

Korea 

Brazil 

Mexico 

Japan 

USA 

France 

31 

16 

10 

10 

4 

3 

4 

47 

41 

37 

38 

41 

34 

36 


28 

27 

24 

29 

24 

27 

22 

43 

53 

52 

55 

63 

60 


20 

14 

20 

9 

11 

16 


19 

9 

9 

6 

6 

8 


19 

28 

18 

34 

33 

32 


11 

11 

12 

10 

11 

9 


31 

38 

41 

41 

39 

35 

6 

37 

9 

14 

14 

10 

22 

53 

10 

61 

61 

4 

32 

26 
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a new textile policy which removes the 
free/.e on mills’ loom capacity; dis¬ 
continues restrictions on production and 
use of synthetic fibres and yarns; and 
, significantly reduces excise taxes on 
synthetic fibres. 

With respect to trade policy, an important 
development in 1985 was further liberalisa¬ 
tion of the import of capital goods. “More 
than 200 items of industrial machinery 
(relating to machine tools, leather, elec¬ 
tronics, jute manufacture, etc) were included 
in the list of capital goods allowed for 
import under Open General Licence. In ad¬ 
dition, tariff rates on import of capital goods 
under ‘project imports* were lowered from 
105 per cent ad valorem to 45 per cent ad 
valorem. For specific industries, the duties 
were even lower” |Ahluwalia, (1987)]. 

A still further liberalisation of the in¬ 
dustrial and trade regime is envisaged during 
the Seventh Five-Year Plan to the end of this 
decade. Taken together these industrial de¬ 
regulation and trade liberalisation measures 
constitute the new economic policy which 
is clearly a radical departure from the plan¬ 
ned industrial regime of the first three 
decades of planning. 

IV 

Oitiqui* of iht* Critirs 

It is nominally conceded by the critics of 
the planned industrial regime that weaknes¬ 
ses in areas other.than the trade and in¬ 
dustrial polit 7 may also be responsible for 
the observed decline in the rate of growth 
of Indian manufacturing industry in the 
decade, mid-1960s to mid-1970s. Following 
the extensive literature on the subject,* the 
critics do call attention to the role of such 
factors as (a) the .slow rate of growth of 
demand for industrial output and (b) the low 
rate of investment in infrastructure (e g, 
railways, power) during the relevant period, 
which too could cause the poor industrial 
performance. Never!hcle.ss, they seern to 
regard the industrial and trade policy regime 
to be the main culprit [see Ahluwalia (1987); 
World Bank (1986)]. 

It can, however, be reasonably maintained 
that two factors (a) and (b) above, rather 
than the trade and industrial policy regime, 
may be entirely responsible for the decelera¬ 
tion in industrial growth during 1965-75. It 
will be appreciated that this period coincided 
with at least three major shocks to the 
economy; the Indo-Pakistan war of 1965 and 
its aftermath, the Bangladesh war and the 
1973 oil price increase. The Indo-Pakistan 
war led to the suspension of foreign aid 
which was only resumed after the devalua¬ 
tion of the rupee in 1966 (which in itself is 
generally regarded as being unsuccessful). To 
cope with the inflation arising from the 
droughts and bad harvests of 1965-66 and 
1966-67, the government had adopted a 
restrictive fiscal policy. The consolidated 
government deficit was reduced from Rs 4 
billion in 1965-66 to Rs 0.70 billion in 
1969-70. This, together with the reduction 


in aid, led to a fall in the trend rate of public The Bangladesh war of 1971 involved a 
investment, particularly in transport and rise in defence expenditure, a costly govern- 
communications, power and water supply mem programme to help with the 10 million 
(Joshi and Little, (1986)]. refugees from east PakisUn and another 


Table 6: Production of Selected Industries in India 



Units 

50/1 

60/1 

70/1 

80/1 

84/5* 

1 Mining 

Coal (including lignite) 

min tons 

32.8 

55.7 

76.3 

118.8 

154.5 

Iron ore 

min tons 

3.0 

11.0 

32.5 

42.2 

42.6 

Petroleum grade 

min tons 

na 

0.4 

6.8 

10.5 

290 

11 Metallurgical industries 

Pig iron 

min tons 

1.7 

4.3 

7.0 

9.6 

9.2 

Steel ingots'* 

rain tons 

na 

na 

6.1 

10.3 

10.0 

Finished steel 

min tons 

1.0 

2.4 

4.6 

6.8 

7.8 

Aluminium (virgin metal) 

‘OCX) tons 

4.0 

18.3 

168.8 

199.1 

276.0 

111 Mechanical engineering 
industries 

Machine tools 

min Rs 

3 

70 

430 

1962 

3028 

Sugar mill machinery 

min Rs 

na 

44 

139 

242 

437 

Cotton textile machinery 

min Rs 

na 

104 

303 

3032 

2394 

Cement machinery 

min Rs 

na 

6 

42 

336 

530 

Railway wagons'-' 

'000 nos 

2.9 

11.9 

11.1 

13.6 

13.1 

Automobiles 

'000 nos 

I6.S 

55.0 

87.9 

121.1 

196.2 

i. Commeicial vehicles 

'000 nos 

8.6 

28.4 

41.2 

71.7 

96.8 

ii Passenger cars and jeeps 

‘000 nos 

7.9 

26.6 

46.7 

49.4 

99.4 

Motor cycles and scooters 

'000 nos 

na 

19.4 

97.0 

317.1 

504.1 

Diesel engines (stationary) 

'000 nos 

5.5 

44.7 

65.0 

173.9 

170.9 

Diesel engines (vehicular) 

’(XX) nos 

na 

10.8 

3.2 

5.2 

7.2 

Power driven pumps 

‘000 nos 

35 

109 

259 

431 

483 

Sewing machines 

'000 nos 

33 

303 

23.5 

335 

349 

Bicycles 

'000 nos 

103 

1071 

2042 

4189 

3893 

IV Electrical engineering 
industries 

Power transformers 

min kva 

0.2 

14 

8.1 

19.5 

25.5 

Electric motors 

min hp 

0.1 

0.7 

2.7 

4.1 

4.9 

Electric fans 

inin nos 

0.2 

I.l 

1.7 

4.2 

4.8 

Electric lamps 

min nos 

14.0 

42.5 

119.3 

198.1 

276.6 

Cables (aluminium) 

'000 tons 

1.7 

23.6 

64.2 

86.0 

53.2 

V Chemical and allied 
industries 

Nitrogenous fertilisers 

’(X)0 tons 

9 

98 

830 

2164 

3917 

Phospatic fertilisers 

’(XX) tons 

9 

52 

229 

842 

1264 

Soda ash 

’(XX) tons 

45 

152 

449 

563 

817 

Caustic soda 

'000 tons 

12 

101 

371 

578 

684 

Paper and paper board 

’(XX) tons 

116 

350 

755 

1149 

1361 

Automobile tyres 

min nos 

na 

1.4 

3.8 

8.8 

11.5 

Bicycle tyres 

min nos 

na 

11.2 

19.2 

27.8 

31.5 

Cement 

min tons 

2.7 

8.0 

14.3 

18.6 

29.5 

Refined petroleum 

products 

min toas 

8.2 

5.8 

17.1 

24.1 

33.2 

VI Textile industries 

Jute textiles 

’000 tons 

837 

1302 

1060 

1392 

1378 

Cotton yarn 

min kg 

534 

907 

929 

1467 

1183 

Cotton cloth 

bln m 

4.2 

7.4 

7.6 

8.4 

9.0 

i Mill sector 

blr m 

3.4 

4.4 

4.1 

3.4 

2.6 

ii Decentralised sector 

bln m 

0.8 

3.8 

3.5 

5.0 

6.4 

Vll Food industries 

Sugar** 

’000 tons 

1134 

3510 

3740 

5148 

6143 

Coffee 

’000 tons 

21.0 

62.1 

71.4 

139.5 

141.8 

Vaiuispati 

‘000 tons 

170 

401 

558 

753 

931 

Iba 

min kg 

277 

376 

423 

581 

643 

VIIl Electricity 

Generated* 

bln kwh 

5.3 

33.1 

55.8 

110.8 

157.0 


Nolesi a Provisional. 

b Including mini-planu. 
c Data for 1950/51 rriates to calendar year. 

d Annual figures rdaie to the sugar season which is October-September from 1967-68. 

Earlier it was NovemberOctober. 
e Relates to public utilities only. 
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Nature is colourftil. 



We keep it that way. 

Tlie vilirant l)luc of Ikt skies. The lush green of her trees. The rich lirown 
of lier soil,. Colour-Cheni helps keep Nature that way. 

Hecause ('.olour-Cheni ensures that its operations are in n<^ way harnitul to the 
environment. Well ecjuippecl effluent treatment plants rentier the liquid wastes harmless 
prior to distivarge. I’ollution abatement eciuipmeni control atmospheric emi.ssions. 

So that Nature can continue to .slujw off her original colours. Now and for all time. 


Cojour-Chem 


Where chemistry takes many hues. 

Coiour-Chem Limited, 194 Churchgate Reclamation, Bombay 400 020 
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suspension of i^d. Moreover, agricultural 
production which had increased substantial¬ 
ly during the 1960s faltered in the early 
1970s. The output of the agricultural sector 
actually fell slightly in 1971-72 (by 0.3 per 
cent); the fall in 1972-73 was a huge 8 per 
cent [Ahluwalia, M S (1986)]. The two 
successive poor agricultural years inevitably 
led to a large rise in consumer prices, par¬ 
ticularly food prices. Unfortunately fpr 
India, the harvest failures had coincided with 
the huge rise in the world wheal prices which 
began in the summer of 1972. The rate of 
inflation in wholesale prices in the country 
rose to 10 per cent in 1972-73 and to 20 per 
cent in 1973-74, and as M S Ahluwalia [1986] 
points out, much of the price increase in 
1973-74 had occurred before the impact of 
higher oil prices. 

Thus the first oil shock which led to a 
four-fold increase in the price of oil between 
September 197.1 and April 1974, came at a 
time when the economy was already in 
serious difficulties. As the Indian economy 
is relatively closed, the impact of the change 
in the terms of trade on the GDP was com¬ 


paratively small; however, the balance of 
payments and rinancing repercussions were 
very large (see Tables II and 12). The cur¬ 
rent account deficit rose from Rs 28 crore 
in 1972-73 to Rs 961 ciote in 1974-75— 
almost the whole of this deterioration being 
due to the rise in oil prices. As a proportion 
of GDP, the current deficit increas^ from 
an average of 0.45 per cent of GDP during 
the three years 1971-74 to 1.4 per cent of 
GDP in 1974-75. More relevantly for a low 
trading economy, the deficit as a proportion 
of total exports of goods and services rose 
over the same period from about 8 per cent 
to 25 per cent. 

In order to cope with the pre-oil shock 
inflation and the effects of the oil shock 
itself, the government introduced a highly 
deflationar) fiscal and monetary policy. A 
number of measures were taken in 1974 to 
reduce private disposable income and to cut 
the central and the state governments' fiscal 
deficits. As lable 13 shows the public sector 
investment in real terms fell slightly in 

1973- 74 and by more than 10 pei cen) in 

1974- 75. 


In view of (i) the leading role of the public 
sector in Indian industry (ii) the deflation 
and macroeconomic fluctuations arising 
from the shocks of the two wars and the oil 
price rise of 1973, it is not surprising that 
there should have been a trend M in the rate 
of growth of Indian manufacturing pro¬ 
duction between the mid-1960s and the 
mid-1970s. The relatively slow and fluc¬ 
tuating rate of growth of demand, which was 
the consequence of these macroeconomic 
shocks, would in itself be adequate to . 
explain the industrial poor performance 
without invoking the alleged microeconomic ‘ 
inefficiencies of.the trade and industrial i 
policy regime. . . 

In addition to the slow overall growth of 
Indian industry between 1965 and 1975, the < 
ciritics of the planned industrial regime also 
point to the deterioration in microeconomic , 
indicators such as the rise in the capital-' 
output ratios and deceleration in producti- j 
viiy growth in various industries. However, ' 
to the axtciit that the slow rate of growth of 
demand affects capacity utilisation and 
capacity creation, the macroeconomic 
shocks outlined above clearly have an 
adverse effect on these microeconomic 
variables as w'ell. 

We now turn to the second broad area qf 
the critics' argument, namely that the im¬ 
provement in I ndian industrial performance 
since the mid-1970s is due to the gradual in¬ 
troduction of internal and external liberalisa¬ 
tion measures. There arc two points which 
may be made w ith respect to this particular 
contention. First, although the industrial 
growth rate in the last decade is significantly 
higher than in the period l%5-75, so is the 
rate of growth of demand. Despite the 
second oil shock in 1979, the economy has 
been much less subject to demand fluctua¬ 
tions than in the previous decade. The stance 
of fiscal and monetary policy after the 
.second oil shock has been rather different 
from that following the oil price increase of 
1973-74. Instead of deflation, the govern¬ 
ment has deliberately followed an expan¬ 
sionary ftscal and monetary policy and tried 
to increase public investment in key sectors. 
As M S Ahluwalia [1986] has observed: “The 


Table 7; Summary of TEcHNotocY E.xK»Rrs m NlCs (Cumulative Vaiues)* 

((/SI million) 



Ikiwan 

Korea 

India 

Mexico 

Brazil 

Argen¬ 

tina 

Hong 

Kong 

A Industrial 

Industrial project exports 
(contract values) 

na 

[<802] 

2,200- 

na** 

>285 

106 


Direct investment 
(equity stake) 

83 

0.67 

95 

238 

na 

49 

1,800 

Licensing, consultancy 
and technical services 
i Actual receipts 

na 

na 

322 

51 

na 

0.3 

na 

ii Contract values 

na 

472 

[>500] 

na 

>357 

22 

na 

B Non-Industrial civil 
construction project 
export (contract values) 

ha 

43,953 

6,024 

984 

>4,284 

696 


Direct investment (equity 
stakes) 

18 

256 

21 

na 

252 

na 

na 


Notes: na signifies positive but not available; - signifies nil. 

Figures in [ ] brakets are estimates 

* For a full discussion of the definition and qualifications to the figures, see I.all (1984). 
** It is estimated that the total value is very small. 

Sou/ce: tail (1984). 


Table 8: Measures of Market Penetration for Machine T(x>ls, by Country, I966-1%7, 1970-1971, 1974-1975 and 1979-1980* 


Countries and Exports as a Percentage of the Sum of Gross Output Imports as a Percentage of the Sum of Gross Output 

Ibrntories _ and Imports, Annual Average __an d Imports, Annu al Average _ 



1966-1967 

1970-1971 

1974-1975 

1979-1980 

1966-1967 

1970-1971 

1974-1975 

1979-1980 

Developing countries and 
territories 









Argentina 

4.61 

4.59 

11.68 

13.63 

35.59 

43.96 

40.89 

61.59 

Brazil 

4.05 

5.80 

4.16 

9.97 

36.33 

51.38 

53.56 

30.59 

China** 

_ 

2.61 

1.26 

5.04 

46.68 

52.74 

26.56 

24.34 

India 

1.32 

4.34 

7.10 

11.06 

59.41 

43.26 

27.24 

29.i0 

Mexico 

0.14 

0.07 

— 

0.88 

93.16 

92.89 

98.65 

92.89 

Republic of Korea 

_ 



3.95 

100.00 



71.33 

Singapore 

• . . 


. . . 

28.99 




74.97 

TWwan Province 

. . . 

13.12 

27.23 

49.01 


39.1.7 

60.32 

32.69 


Noier. * All calcuhttions based on data in current US dollars. 

** Excluding Hdwan. 

Sourer. UNESCO (1984). 
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^I^aviour of public investiheitt aflei the 
>iecond oil shock was in marked contrast to 
'ibe experience after the first oil shock and 
reflects a basic difference in the stance of 
^ihacroeconomic policy. On the earlier occa- 
ysion there had been a shift to a restrictive 
' macroeconomic policy principally because 
of the perceived dangers of inflation, and 
J this policy had depressed public investment 
. in real terms. By contrast macroeconomic 
' policy in 1980-81 was not restrictive, and 
public investment in 1981-82 was 13.5 per 
. cent higher than in 1979-80... There was 
] an upsurge of inflation in 1979-80 caused 
, by the severe drought in 1979, and control 
of inflation received high priority attention. 
However, the approach to controlling infla- 
.' tion on this occa.sion placed much more em¬ 
phasis on removing short term and medium 
term supply bottlenecks. One reason for this 
change of empuasis is that the balance of 
macro economic policy was set in the light 
of priorities outlined in the Si.vth Five-Year 
Plan which covered the period 1980-81 to 


1984-85. The plan emphasised the imiwr- 
tance of investments in several critical 
areas, espeeiaily in the energy transjjort 
infrastructure”. 

The second point which deserves attention 
in relation to the argument that improved 
industrial performance during 1975-85 has 
been caused by liberali-sarion measures is 
that these measures were introduced very 
gnidually from the mid-1970s, with many of 
them particularly import liberalisation tak¬ 
ing effect only in the late 1970s and early 
1980s. If the acceleration in industrial 
growth is due to the new economic policy, 
other things being equal, one would expect 
the growth rate in the 1980s to be greater 
than in the second half of 1970s. However, 
as Tabic 14 shows, the average rate of in¬ 
dustrial. and particularly manufacturing 
growth has been higher in the period of the 
Fifth Five-Year Plan (1974-79) than in the 
Sixth Plan (1980-85). 

Finally, it is necessary to examine the 
adverse macroeconomic consequences of the 


new Konomic policy. Here the cei^ iMue 
is that of import liberalisation policy which 
was first introduced in 1978-79 and whose 
scotie has been greatly enlarged in the 1980s. 
As is well known, India was able to cope 
with the balance of payment consequences 
of the first oil shdek outstandingly well. As 
Ihbles II and 12 showed, the current account 
deficit of over Rs 900 crore in 1974-75 was 
converted into a surplas of over a thousand 
crore just two years later. During the int8r- 
shock period (the period between the Iwo oil 
shocks) India's trend rate of growth of 
industrial production as well as GDP 
actually increased. 

There were three major rea.sons for this 
healthy balance of payments situation in the 
mid-1970s. First, there was an enormous in¬ 
crease in remittances from the Indian 
workers who went as migrants to the Middle 
East. Secondly, exports grew at an impressive 
rate, at about 7 to 8 per cent per annum in 
volume terms between 1973-74 and 1978-79. 
Thiidly, and extremely importantly, the im¬ 
ports grew very slowly during this period as 
Tables 15 and 16 show. I'he overall rate of 
growth in import volume was only 4.5 per 
cent pa during this 5 year-period. The 
capital goods imports in fact fell in volume 
terms. Significantly lable 16 indicates that 
the import coefncicnt for capital goods was 
reduced by more than 50 per cent, from 7.8 
per cent in 1973 -74 to 4.9 per cent in 1978-79. 

Contrary to the critics of the planned 
industrial regime, it can reasonably be 
argued that the siiccessfiil performance of 
the Indian economy dining the period bet¬ 
ween the two- oil shocks was a direct con¬ 
sequence of the country’s long held policies 
of import substitution and technological self 
reliance. These policies have not only led to 
the creation of a diversified capital goods 
industry, but also a deep development of the 
country’s technical ‘know-how’ as well as 
‘know-why’ (to use LalTs [1984] phrase). It 


T.sBi.t 9: Growth Ratfs ok Nft Vai.i,-e Addkd 

(Per cent per annum) 


Com pound Grrwth Rates _ Annu al Gro wt h Rate s 



1955-56 

to 

1965-66 

l%S-66 

to 

1975-76 

1975-76 

to 

1980-81 

1980-81 

to 

1983-84 

1981-82 

1982-83 

1983-84 

1 Agriculture 

0.9 

3.9 

l.O 

3.5 

4.1 

-3.6 

10.4 

2 Industry 

6.5 

3.5 

4.6 

6.2 

6.2 

7.3 

5.1 

Manufacturing 

6.2 

3.3 

4.5 

5.8 

5.8 

6.9 

4.7 

Registered 

7.5 

3.2 

4.9 

7.3 

7.4 

9.4 

5.1 

Unregistered 

4.5 

3.4 

3.8 

3.3 

3.2 

2.6 

4.1 

Elearicity 

12.9 

7.8 

7.6 

7.2 

8.0 

6.7 

6.8 

Mining 

7.1 

3.0 

3.3 

9.9 

9.0 

12.3 

8.3 

3 Construction 

6.2 

2.5 

3.8 

1.8 

1.3 

0.3 

3.7 

4 Railways 

6.4 

3.2 

1.5 

0.1 

-2.0 

4.2 

-1.6 

5 Other Services 

5.4 

4.5 

6.0 

7.7 

7.3 

8.3 

7.5 

Ibtal 

3.2 

3.9 

3.4 

5.3 

5.3 

2.8 

7.9 


Source: National Accounts Sialisiics, Quoted in Ahluwalia [1987]. 


TaBIF 10; Net VaIUE ADDFD IN REOlSrFRFD MANCFACTURINli-COMPOUND Growfii Ratis (Two-Dinir InoUSI RY GROI'PS) 


Code 

1 Industry 

Share in 


Compound Growth Rates 


Annual Growth Rates 

Annual 



Group 

3^ue 

Added 

1955-56 

to 

1965-66 

1965-66 

to 

1975-76 

1975-76 

to 

1980-81 

1980-81 

to 

1983-84 

1981-82 

1982-83 

1983-84 

Average 

20 

Food 

9.0 

5.4 

0.2 

-1.5 

20.4 

34.6 

36.8 

-5.2 

22.1 

21 

Beverages 

0.8 

9.0 

1.4 

15.2 

1.5 

-0.5 

1.4 

3.6 

1.5 

22 

Tobacco 

2.5 

9.0 

0.1 

0.3 

1.0 

7.8 

4.1 

-8.1 

1.3 

23 

Dstiles 

20.2 

1.9 

2.9 

6.5 

-1.7 

- 8.4 

-3.3 

7.4 

-1.4 

24 

Footwear, etc 

0.4 

3.8 

5.6 

22.4 

2.1 

3.8 

-5.2 

8.0 

2.2 

25 

Wood and cork 

0.6 

18.5 

3.6 

1.3 

13.4 

-0.2 

1.9 

51.2 

17.6 

26 

Furniture and fixtures 

0.5 

7.6 

2.9 

9.4 

5.7 

5.0 

0 

12.6 

5.9 

27 

Paper and paper products 

2.6 

10.5 

9.3 

-1.0 

-1.8 

7.3 

-10.8 

-0.9 

-1.5 

28 

Printing and publishing 

2.5 

7.4 

1.3 

4.9 

1.5 

18.3 

-10.8 

0.9 

2.2 

29 

Leather and fur products 

0.4 

5.9 

4.4 

2.6 

7.0 

II.O 

2.4 

7.8 

7.1 

30 

Rubber products 

2.5 

9.2 

5.1 

l.I 

13.6 

-10.9 

52.9 

7.6 

16.5 

31 

Chemicals and prod 

12.4 

9.7 

7.3 

5.5 

10.9 

21.4 

5.6 

6.3 

11.1 

32 

Petroleum and coal 

1.8 

10.4 

8.9 

5.9 

18.6 

-2.2 

59.2 

7.2 

21.4 

33 

Non-metallic mineral 
products 

3.8 

(0.2 

2.4 

4.2 

13.2 

7.7 

27.3 

5,7 

13.6 

34 

Basic metals 

9.6 

12.9 

2.9 

2.8 

3.0 

19.6 

-8.4 

-0.4 

3.6 

33 

Metal products 

3.2 

5.8 

0.8 

4.8 

1.9 

0.6 

0.6 

4.6 

1.9 

36 

Non-elec mach 

6.S 

22.1 

6.6 

6.1 

7.1 

6.7 

6.1 

8.5 

7.1 

37 

Electrical mach 

6.1 

17.2 

9.7 

8.5 

11.9 

2.8 

28.6 

6.1 

12.3 
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was noted earlier that among the semi- 
industrial countries, India is now the leading 
exporter of industrial technology. Most com¬ 
mentators would agree with LalJ’s view; 
“While a complex of factors may have been 
responsible for this, we would argue that the 
role of government policies towards the pro¬ 
motion of indigenous production (especially 
of capital goods) and of ‘real technological 
learning* has been of primary importance”. 

lb illustrate with an example, take the case 
of the heavy electrical equipment industry- 
turbine generator sets, large transformers 
and switchgear—where India has made a 
determined effort at import substitution. For 
the heaviest electrical equipment, turbines 
and generators, up to 1969-70, the share of 
imports in the installed capacity was 90 per 
cent of the annual additions to such capa¬ 
city. However, with the establishment and 
development of the industry in India, by 
1978-79, indigenous manufacturers provided 
90 per cent of such capacity and imports 
only accounted for 10 per cent. I he balance 
of payments implications of this develop¬ 
ment arc worth noting: it is estimated that 
had the imported proportion remained at the 
1969 level, the additional expenditure in 
foreign cturhange in the Fifth Plan (1974-79) 
would have been clo.se to S 7 billion; the 
maximum value of India’s total annual 
exports during this period was S 5.5 billion. 

It is also worth drawing attention to 
another important positive consequence of 
the policy of ‘self-reliance’ and the develop¬ 
ment of indigenous supply-side capabilities. 
These capacities meant that India did not 
have to seek foreign capital to finance large 


scale investment projects as had been the 
case with some other leading semi-industnai 
countries. Had such supply-side capabilities 
not been available, the foreign exchange 
requirements of the investment programme 
and hence the need to borrow would have 
been much greater than has been the case. 

The balance of payments position of the 
Indian economy in the 1980s following the 
second oil shock stands in striking contrast 
to that of the inter-shock period. As 
Tables II and 12 indicate, the current 
account deficit has remained at a level of 
Rs 2,000 crote or so throughout the 1980s. 
As M S Ahluwalia [1986] notes, the current 
account deficit has been reduced as a per 
cent of GDP “but with present prospects for 
the availability of externa) Tinance, it will be 
necessary to reduce the current deficit 
further in the rest of the decade. This will 
not be easy to achies'e!’ 

A major reason for this persistent current 
account deficit in the I980.S has been the 
behaviour of imports.* As Table 15 shows 
despite the successful import substitution in 
oil with the development of the Indian 
petroleum industry, the total import volume 
expanded at a rate of 10.6 per cent pa bet¬ 
ween 1978-79 and 198.1-84, which is more 
than twice the rate of growth recorded 
during the previous 5 years. Particularly 
noteworthy is the increase in capital goods 
imtrorts; their volume has expanded at a 
colossal rate of nearly 20 per cent pa during 
the last 5 years. This compares with an 
actual reduction in the volume of capital 
goods imports between I97.'*-74 .and 1978-79. 
The import coefficient for both the capital 

Tabi r II: Bai ance or PAVSirNrs* 


goods and the non-oil imports have in¬ 
creased markedly during the 1980s compared 
with the inter-shock period (see Tkble 16). 

There have been two main reasons for this 
surge of imports: one is the policy of 
liberalisation of import.s, particnlarly of 
capital goods which the government em¬ 
bark -d on in 1978-79 and which has gained 
momentum in the 1980s. The second is the 
growth of public investment in key infra¬ 
structural sectors of energy and transport; 
such investments are import intensive. To 
finance the current account deficit which has 
followed from this policy, India negotiated 
a structural adjustment loan of S S billion 
from the IMF in 1981 and has also resorted 
to commercial borrowing at a rate of about 
one billion US dollars each year in the 1980$. 

The current account defleits of the 1980s 
and-the resultant increase in foreign in¬ 
debtedness which are a direct consequence 
of the new economic policy have important 
implications for the future course ofoutput 
and employment in the economy. These 
implications will be examined in Section VI. 

V 

Inipurl Libitralisation: 

Th«* Mexican E.\perience 

In view of the importance of import 
liberalisation in India's new economic policy, 
it may be u.seful to rellect on the experience 
of other countries which have Uberalised im¬ 
ports in recent years. IVie shall concentrate 
here on the ease ol .Mexico,'” which like 
India, is one of the third world's leading 


{Rs cron) 


1970-71 1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79 1979-80 1980-81 1981-82 1982-83 1983-84 


I Current account 


Exports of goods 


and nfs 

1,771 

1.838 

Imports of goods 
and nfs 

1,816 

2,006 

Resource balance 

-45 

-168 

Factor income (net) 

-284 

-291 

Private transfers (net) 

123 

163 

Current balance 

-2(Xi 

296 

11 Capital account 



Extenul assistance 
(net) 

492 

461 

(Gross) 

(723) 

(711) 

(Repayments) 

(231) 

(250) 

IMF (net) 

-154 

— 

Allocation of SDRs 

75 

75 

Other capital (net) 

-39 

104 

Errors and omissions 

-2S7 

-245 

C'hange in reserves 
(-increare) 

89 

-99 


2,225 

2,829 

3,834 

4,813 

6,140 

6.635 

2,049 

3,P5 

4,778 

5,665 

5,615 

6,521 

176 

-346 

-944 

-852 

525 

114 

•302 

-325 

291 

-255 

-233 

-233 

154 

192 

274 

528 

739 

1,022 

28 

-479 

-%1 

-579 

1,034 

903 


342 

572 

834 

1,220 

1,090 

761 

(629) 

(869) 

0.104) 

0.540) 

(1,452) 

0.243) 

(287) 

(298) 

(270) 

(320) 

(362) 

(481) 


62 

485 

207 

-303 

-289 

-48 

48 

-364 

-473 

-371 

-362 

-355 

-119 

13 

455 

-51 

542 

33 

-84 

-7 

-810 

-1,3% 

-1,555 


7.118 

8,381 

9,029 

10,003 

10,450 

11,200 

7,429 

10,094 

13,n04 

14,566 

14,817 

15,900 

-311 

-1,713 

-4,575 

-4,563 

-4,367 

-4,700 

-156 

153 

298 

-7 

-140 

-300 

1,042 

1,624 

2,257 

2,221 

2,375 

3,000 

575 

64 

-2,020 

-2,349 

-2,132 

-2,000 


631 

799 

870 

1,004 

1,405 

1,620 

(1.115) 

(1.334) 

(1,556) 

(1.658) 

(2,067) 


(464) 

(535) 

(686) 

(654) 

(662) 


-207 

-84 

808 

602 

1,893 

1,330 

126 

126 

121 

— 

— 

— 

-8 

% 

-62 

-227 

-304 

250 

-137 

-632 

-233 

-648 

-237 


-1,000 

-369 

516 

1,618 

-625 

-1,200 


Note: * The balance of payments data presented in the table differ from the data as presented by the Reserve Bank of India because the latter 
are bated on payments dau whereas for our exercise we need dau corresponding to trade flows. Tlade data are obviouriy more appro^au 
for integration in the expenditure flows of the national accounts and in any case import breakdowms are only available from trade data. 
Accoidingly we have used trade data for merchandise exports and imports and combined them with payments dau on service payramts 
and remitunces. The current account deficit in the Uble is therefore not the same as in the published diu of the Reserw Bank of India. 
The difference shows up as part of the errors and omissions. Data for 1982-83 aid 1983-84 were not fully avaiWile at the time of completing 
this study and they are essentially author’s estimates based on preliminary information. 

Source; M S Ahluwalia [1986]. 
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The force that turns 
green... to gold. 

There was a time when the 
land was unyielding, the 
granaries far from full. Today, 
the country is progressing 
from a green to a golden 
future- thanks to modern 
farming technology jand the 
untiring efforts of the'kisaan’. 


Zuari has been in the 
forefront, lending a helping 


“JAIKISAAN 


hand to the agricultural 
revolution, v/ith Jai Kisaan 
high-analysis fertilisers 
of the finest quality. 



KISAAN” 

— Rendering advisory 
service to the farmers to get 
the best out of their lands. 

- Making farming not only 
profitable but enjoyable too. 
For Zuari. it is more than a 
commitment- it is a way of life. 


Pies 203 



Zuari Agro Chemicals Ltd. 

Jai Kisaan Bhawan. Zuarinagar. Goa 403 726. 
Promoters of 

Aravali Fertilisers Ltd., 

Sawai Madhopur.Raiasthan. 
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Table 12: Movements in 
Vbar Rs Crore 


1970-71 

206 

1971-72 

296 

1972-73 

-28 

1973-74 

479 

1974-75 

961 

1975-76 


1976-77 

-1.031 

1977-78 

903 

1978-79 

-575 

1979-80 

(>4 

1980-81 

2,020 

)981-82 

2,349 

1982-83 

2,132 

1983-84 

2,000 

Note. - 

indicates a surplus. 

Source: 

M S Ahluwalia |1986]. 


As Per Cent Exports of 
Goods and Non-factor 
Services 


0.51 11.63 

0.6S 16.50 

0.06 -1.26 

0.81 16.93 

1.38 25.07 

0.78 12.03 

1.29 -16.79 

1.01 -13.61 

0.59 -0.08 

0.06 -0.76 

1.58 22.37 

1.58 23.48 

1.30 20.40 

1,04 17.86 


semi-industrial countries. In absolute terms, 
the size of. the manufacturing sector in the 
two countries is roughly similar (sec Table 4 
in Section II). More significantly, like India, 
for a long period after the war (effectively 
up to the mid-1970s) Mexico had implemen¬ 
ted strict import controls and followed 
import substitution industrialisation. 

Mexico’s import substitution policies had 
been remarkably successful. Manufacturing 
production expanded at a rate of over 6 per 
cent pa in the 1950s and nearly 9 per cent 
pa b«wecn 1%0 and I%8. During this latter 
period, as a result of import controls, the 
country's crude elasticity of imports with 
respect to manufacturing production was 
only 0.8. Nevertheless, under pressure from 
international financial agencies like the 
World Bank, Mexico embarked on a process 
of ‘outwaid orientation’ in the late 1960s by 
providing special incentives for exporters, 
encouraging foreign investment and taking 
some Urst steps towards liberalisation of im¬ 
ports. However, the balance of payments 
crisis of 1974 led to a reversal of the import 
liberalisation measures. Subsequently, bet¬ 
ween 1977 and 1981, when Mexico became 
an oil exporter, the import liberalisation pro¬ 
ject was resumed in earnest, particularly 
with respect to capital goods indu.stric.s. It 
will be argued below that this policy played 
a significant role in Mexico's economic crisis 
which began in 1982 and which sparked off 
the international debt crisis. 

lablc 17 provides information on the' 
growth of GDP and employment in the 
Mexican economy during the 1970s, parti¬ 
cularly during the oil boom years 1977-1981, 
As can be seen, between 1977-1981. the 
Mexican economy expanded rapidly. Even 
the non-oil GDP achieved an extraordinary 
rate of growth of 8 per cent per annum at 
a time of significant deceleration in world 
economic growth. Instead of increasing 


Tabi r- 13: Gross ITomfshc Kixuj C apitxi. Formaiion 

{Rs cron) 


At Cu rrent Wee__ _At 19 70-71 P rices_ 

Public Private Total Public Private Total 


1970-71 

2,394 

3,911 

6,305 

1971-72 

2,802 

4,272 

7,074 

1972-73 

3,619 

4,447 

8.066 

197.3-74 

4,009 

5.020 

9,029 

1974-75 

4,272 

6,658 

10,930 

1975-76 

5,600 

7,648 

13,248 

1976-77 

7,048 

8,219 

15,267 

1977-78 

7,697 

9,449 

17,146 

1978-79 

8,376 

10,449 

17,146 

1979-80 

9,974 

10,928 

20,902 

1980-81 

11,629 

13,588 

25,217 

1981-82 

14,489 

15,227 

29,716 

1982-83 

17,787 

16,162 

33,949 

1983-84 

“ 




Note-. * Author's estimate. 
Source- M S Ahluwalia [1986). 


Tabif. 14: Rate of 


2,394 

3,911 

6,305 

2,648 

4,038 

6,686 

3.166 

3,893 

7,059 

3,134 

3,926 

7,060 

2,680 

4.176 

6,856 

3,176 

4,338 

7,514 

3.918 

4,567 

8,485 

4,181 

5,134 

9,315 

4,186 

5,223 

9,409 

4,312 

4,726 

9,038 

4,486 

5,242 

9,728 

4,895 

5,145 

10,040 

5,419 

4,924 

10,343 

5,961* 

5,416* 

11,377* 


OF Industrial Production, 1974-75 to 1984-85 


THE Current Account Deficit 
As Per Cent GDP 


Year/ (A) Major G r oups _ (B) Input-Based Classification (C) Use-Based Classification _ 

Weights General Mining Electricity Manufac- Agro- Metal- Chemical Basic Capital *"**•'- Consumer 
Index and (9.23) Turing Based Based Industries Goods Goods mediate Goods 
(100.00) Quarrying Industries Industries Industries (12.86) Goods 

(9.^9) (81.08) (33.68) (21.93) _ 


1974-75 

3.2 

10.4 

7.7 

1.9 

2.0 

1.5 

-U 

7.6 


1.4 

0.9 

1975-76 

6.7 

11.7 

14.8 

5.6 

2.0 

3.6 

9.9 

13.4 

7.2 

4.3 

mia 

1976-77 

9.4 

4.2 

11.7 

10.0 

3.7 

9.2 

1S.5 

12.5 

7.0 

4.5 

11.6 

1977-78 

3.8 

2.5 

3.2 

3.3 

4.5 

4.1 

7.4 

2.9 

1.8 

3.7 

6.6 

1978,-79 

7.7 

2.0 

12.1 

7.6 

7.3 

11.1 

8.2 

5.6 

11.4 

7.5 

8.0 

Fifth Plan 

average 

(19W.79) 

6.1 

6.2 

9.9 

5.7 

3.9 

5.9 

7.9 

8.4 

5.7 

4.3 

5.5 

1979-10 

-1.4 

0.7 

2.1 

-2.1 

-3.8 

1.0 

-0,4 

0.5 

-2.3 

1.9 

-4.4 

19M.I1 

4.0 

4.3 

5.8 

3.7 

6.0 

4.1 

1.7 

3.9 

6.9 

1.2 

4.3 

1911-82 

8.6 

IS.8 

10.2 

7.5 

6.1 

5.7 

13.4 

13.2 

7.1 

4.2 

8.2 

1%I2-S3 

3.9 

10.8 

7.1 

2.5 

2.7 

1.0 

3.1 

8.1 

-2.7 

2.6 

3.7 

1913-84 

5.5 

11.5 

6.8 

4.5 

1.9 

8.6 

5.5 

7.0 

10.8 

6.2 

-0.2 

1984-85 

5.6 

8.4 

11.4 

4.1 

2.0 

4.4 

7.8 

10.1 

3.4 

3.6 

1.9 

Sixth Plan 

average 

(1980-83) 

5.5 

10.2 

8.3 

4.5 

3.7 

4.4 

6.3 

8.5 

5.1 

3.6 

3.6 


Source: ‘Industry: Anatomy of Decelaration’, Economic and Political Weekly, p 1688. September 20-27, 1986. 
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unemploynient which most industrial coun¬ 
tries experienced during this period, in 
Mexico, on average, at a conservative 
estimate, half a million new jobs were being 
created each year. Towards the end of the 
period, revised figures indicate that nearly 
a million new jobs were being created 
annually. Similarly other data shows that 
after the economic crisis of 1975-76, invest¬ 
ment in .plant and equipment recovered 
strongly. By 1980, gross IImnI capital forma- 

Tabi.e 15; CauwrH in Import Volumes, 
1973-74 TO 1978-79 and 1978-79 TO 1983-84 


{Per cent per annum) 



Annual Average Growth 
Rate of Import Volume 

1973-74 

to 

1978-79 

1978-79 

to 

1983-84 

Oil imports (net) 

1.5 

-6.6 

Capital goods 

-0.4 

19.9 

Others 

7.5 

10.0 

Ibtal 

4.5 

10.6 


Source: M S Ahluwalia [1986], 


Table 16: Import Coefficients 


Year 

Capital 

Goods 

JyK 

Oil 

imports 

Jyo 

Non-rOil 

Imports 

’^yno 

1970-71 

0.064 

0.003 

0.032 

1971-72 

0.075 

0.005 

0.035 

1972-73 

0.069 

0.006 

0.034 

1973-74 

0.078 

0.007 

0.034 

1974-75 

0.062 

0.005 

0.032 

1975-76 

0.058 

0.004 

0.030 

1976-77 

0.052 

0.005 

0.029 

1977-78 

0.056 

0.005 

0.036 

1978-79 

0.049 

0.006 

0.038 

1979-80 

0.q48 

0.007 

0.039 

1980-81 

0.084 

0.007 

0.052 

1981-82 

0.095 

0.005 

0.048 

198^83 

0.099 

0.004 

0.048 

1983-84 

0.101 

0.003 

0.053 


Nous: is the coefndent relating the 

capital goods imports to fixed invest¬ 
ment in 1970-71 prices. and 
are coemdennts relating ml impcms 
and other imports respectively to GDP 
in constant 1970-71 prices. 

Source: M S Ahluwalia [1986]. 


tion as a proportion of GDP was nearly 
25 per cent. 

However, as Table 18 indicates, the health 
of the tiimncial economy was not so robust. 
After a sharp fall from its 1977 level of 30 
per cent to 17 per cent in 1978, the rate of 
inflation (measured by the GDP dctlator) 
in 1980 was again 28.7 per cent and in 1981, 
26.3 per cent. But the most important indi¬ 
cator of the deterioration of the financial 
economy was the continuing increase in the 
current account deficit which by 1981 had 
reached a colossal figure of $ 11.7 billion. 
This was despite the nearly 30-fold increase 
in oil re\enui» over a five year period, which 
rose from $ 0.5 billion in 1976 to $ 14.4 
billion in 1981 (.see the bottom half of 
Table 18). This disjuncturc between the 
financial and the real economy was directly 
responsible for the economic collapse which 
followed in 1982. 

There were three main reasons for the 
huge increase in the current account deficit 
ossr the period 1977 to 1981: (a) a ma.ssivc 
increase in manufactured imports which 
quadrupled in nominal value and tripled in 
terms of volume over the five years, 1976 to 
1981; (b) relatively poor performance of non¬ 
oil exports, which was tn important pan due 
to the US and world recession; and (c) in¬ 
terest payments on public debt which also 
increased rapidly. Of the three, (a) was an 
avoidable act of public policy while (b) and 
(c) were less, so since they depended to a large 
extent on the US and wmrld economic acti¬ 
vity and interest rates. An analysis of (b) and 
(c) lies outside the scope of the present 
paper, but (a) is of direct concern here since 
it was intimately connected with import 
liberalisation policies particularly with 
respect to capital goods. 

In the early 19S0s, the ratio of imports to 
GDP in Mexico was around 15 per cent. 
During the phase of import substitution 
industrialisation in the l9S0s and )960s, the 
economy, and particularly the manufactur¬ 
ing sector, performed exceptionally well, and 
by the early 1970s the import ratio had fallen 
to 10 per cent of GDP. However, during 
1977-1981, which saw a quantum leap in 
imports, imports as a percentage'of GDP in¬ 
creased by S percentage points. The elasticity 
of manufactured imports with respect'to 
manufacturing production during this 


period rose to 4 (compared with an elasticity 
of less than 1, as noted earlier, during the 
i960s). Even with a large increase in oil 
exports, such an elasticity was in the long 
run unsustainable." It is also interesting to 
note that despite (or as some would say 
because of) the enormous increase in 
imports the rate of growth of manufacturi^ 
production during 1977-1981* was only about 
6.5 per cent per annum; the latter nguic was 
lower than the corresponding rate of growth 
of GDP and equally importantly, it was also 
less than the long term trend rate of growth 
of manufacturing production over the 
period 1960-1973, which had been about 
8 per cent per annum. 

What were the reasons for the large in¬ 
crease in imports between 1977 and 1981? 
Thi$ is a complex subject which has 
provoked a major debate among students of 
the Mexican economy.'- Nevertheless, an 
extremely important factor in the surge in 
imports during the boom years 1977-1981 
was the large increase in imports of capital 
goods brought about by the relaxation of 
import controls. Although there was also a 
big rise in import penetration in the con¬ 
sumer goods sector (including food, the 
share of consumer goods in total imports 
over the period 1976 to 1981 increased from 
5 per cent to 10 per cent), 90 per cent of 
Mexico’s imports during the economic boom 
consisted of capital and intermediate goods. 
As Table 19 shows, the deterioration in the 
trade balance of this sector played a very 
important role in the balance of payments 
crisis of the economy. It will be recall^ from 
Ihbic 18, that the total current account 
deficit in 1981 was $ II billion; the deficit 
in the capital and intermediate goods in that 
year was nearly $ 10 billion. 

A significant part of the capital goods 
imports during the years 1976 to 1981 indeed 
consisted of the requirements of Pemex (the 
national oil company) for its programme of 
construction of oil platforms. However .such 
imports constituted in 1976, 1977 and 1979 
only a small proportion (a little over 10 per 
cent) of the total imports of industrial 
goods. Even in 1978 when Pemex had to 
greatly increase its imports to construct a gas 
pipeline to the US in a very short period, 
the Pemex imports comprised less than 20 
per cent of the total. 


Table 17: The Performance of the Real Part of thf Mexican Economy ,1976-1981 and 1971-76 



1976 

1977 

1978 

1979 

1980 

1981 

Average 

1976-81 

Average 

1971-74 

Growth of GDP* (per cent pa) 

4.2 

3.4 

8.2 

9.2 

8.3 

8.1 

7.4 

6.5 

Growth of non-oil OOP* (per cent pa) 

4JL 

3.3 

8.0 

9.0 

7.9 

7.9 

7.2 

6.5 

Growth of employment' (thousand) 

IS4 

285 

416 

503 

622 

627 

491 

na 

Memorandum; growth of occupation^ 







811’ 

440 


Notes: * At constant prices. 

1 Refers to economically active population. 

2 This figure is for the number of persons employed, but involves double counting of persons with multiple occupations and is therefore 
higher than the figure for economically active population. 

3 Average for 1976-1980. 

Sources; Sistema de Cuentas Nacionales de Mexico^ SPP, SEPAFIN Industrial Model. 
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in 1981. Eatwell and Singh proposed a re- 
imposition of a strict regime of import con¬ 
trols in order to bring about a npid improve¬ 
ment in the current balance. Apart from 
reducing the imports of inessential consumer 
goods, such a programme would have in¬ 
volved a much lower level of capital goods 
imports. Would this decrease in capital 
goods imports have lowered the rate of 
capital formation, increased capacity shor¬ 
tages and reduced the growth of production? 
Eatwell and Singh [1981] provided detailed 
empirical and analytical justification for 
their argument that a planned reduction in 
imports would have a positive rather than 
a negative effect on manufacturing produc¬ 
tion and the growth of GDP. Such controls 
on imports, were, however, not fully imple¬ 
mented until the economic crisis of 1982. 

All in all, the import liberalisation experi¬ 
ment in Mexico during the late 1970s must 
be regarded as a failure: By significantly con¬ 
tributing to the balance of payments and the 
debt crisis, it imposed a heavy cost on the 
economy. Similarly, the experience with im¬ 
port and financial liberalisation in the 
Southern Cone economies (e g, Argentina 
and Chile during the 1970s) is also generally 
agreed as being unsuccessful.” These 
policies were inter alia diicctly responsible 
for the de-industrialisarion which thc.sc 
countries suffered during this pciiod.''' 

VI 

llie INi^ Kconumie Impact 

on Output and Employment 


volumes to increa.se from 4.S per cent pa 
during 1979-80 to 1984-85 to 6.8 per cent in 
the second half of the decade. 

Despite the much faster planned growth 
of exports, the last part of Table 20 shows 
that the current account deficit as a propor¬ 
tion of GDP will increase from 1.2 per cent 
in 1984-85 to 1.6 per cent in 1989-90. The 
deficit will be financed by aid, grants as well 
as commercial borrowings of nearly 5 10 
billion. This will help to raise the country’s 
debt service ratio from 14.9 per cent in 
1984-85 to 18.7 per cent in 1989-90. 

The first point to note is that even if all 
the projectionsln Table 20 are accepted as 
being realistic (.sec, however, below) the plan 
strategy is highly risky. Although a debt 
service ratio of 18.7 per cent may not appear 
very high compared with the current ratios 
of latin American countries, it will be 
unwise to forget that in 1979 and 1980, on 
the eve of the Voickcr shocks (which led to 
high US and world interest rates and a sharp 
world recession), the Argentinian debt 
.service ratio was only about 20 per cent. 
(India's debt service ratio at the time was jus< 
10 per cent with relatively little commercial 
borrowing. This was the major factor which 
enabled the country to survive the wot Id 
debt crisis in the 1980s.) Since a potctiiial 
Greenspan shock'-' arising from a falling 
dollar cannot be ruled out in the foreseeable 
future, it will be sensible to reduce the level 
of this debt service ratio by lowering the 
project current account deficit if India is to 
avoid a debt ciisis in the 1990s. 


The potential debt problem is however 
.much more serious since there is reason to 
believe that a number of plan estimates in 
Table 20 arc rather optimistic. Thus on the 
basis of more realistic expectations of con¬ 
cessional aid over the period 1985-90, 
M S Ahluwalia [1986] suggests that the debt 
service ratio would ri.se to 30 per cent by 
1990-91 even if the current account deficit 
is held to 1.3 per cent of GOP (as opposed 
to 1.6 per cent of GDP in Thble 20). 
Although the increase in debt as a propor¬ 
tion of GDP over the five year period would 
be quite modest, the proportion of commer¬ 
cial debt in the total would increase 
dramatically from less than 10 per cent in 
1983-84 to over 30 per cent by 1990-91’. In 
addition, the M S Ahluwalia projections for 
the debt service ratio take into account the 
hardening of the terms of concessional aid 
flows which would result from the expected 
switch from borrowings from the lOA to 
borrowings from the World Bank. 

L'ven if the government and the World 
Hank economists may regard a debt service 
ratio of 20 per cent to be acceptable, a ratio 
of 30 per cent is clearly intolerable. In order 
to icducc the latter ratio, M S Ahluwalia has 
carried out an exercise which would limit the 
current account deficit to 1 per cent of GDP 
by 1990-91. In this model he assumes an ex¬ 
port volume growth of 5 per cent p a, which 
in view of the experience of the first half of 
this decade and the expected growth of 
world trade is a more realistic figure than 
tlie 6.8 per cent expansion of expons assumed 


The new economic policy of import 
liberali.sation and deregulation in India is 
predicated on the assumption that in the 
short to medium term import liberalisation 
will inevitably lead to a current account 
deficit which will need to be financed by 
external resources, it is believed that import 
liberalisation is necessary for modernisation 
and technical upgrading of Indian industry 
which in the course of time will enable the 
country to achieve ‘efficient growth’, i e, to 
export enough to meet the import require¬ 
ments at a higher growth rate than before. 

However the policy carries grave risks for 
output and employment and may result in 
serious economic failure. For an analysis ol 
these risks, consider first on their own terms 
the balance of payment projections of the 
Seventh Five-Year Plan (see Table 20). The 
plan envisages a GDP growth rate of 5 per 
cent during 1985-86 to 1989-90, which is in 
line with the trend growth rate of the 
previous decade However, manufacturing is 
expected to grow at a considerably faster rate 
(6.6 per cent p a) during the second half of 
the 1980s than the rate achieved in the Sixth 
Plan period (4.6 per cent). The import 
liberalisation policy will continue and the 
import volumes are envisaged to grow at a 
rate of 5.1 per cent pa during the Seventh 
Plan compared with an actual rate of 3.6 per 
cent pa during the Sixth Plan. The Seventh 
Plan expects the rate of growth of export 


Table 18: Tut Financiai. Performance of the Mexican Economv, 1976-1981 

(US S billion) 



1976 

1977 

1978 

1979 

1980 

1981 

Per cent change in GDP deflator 
Balance of payments current 

19.6 

30,4 

16.7 

20.3 

28.7 

26.3 

account 

a) Balance of goods and 

3.069 

-1.623 

-2.693 

-4.856 

-6.761 

-11.-' 

non-factor services 

-1.190 

0.360 

0.310 

-1.542 

-1.803 

-4.1 

b) Balance of factor payments 
Meinot«ndum 

-1.879 

- 1.983 

-2.383 

-3.314 

-4.953 

-7.6 

Interest on external public debt 

1.266 

1.542 

2.023 

2.888 

3.958 

5.5 

Oil exports 

0.543 

1.029 

1.799 

3.861 

10.305 

14.4 

Merchandise imports 

Per cent change in unit value 
of oil exports 

5.427 

5.150 

7.376 

11.380 

17.174 

23.1 

(doUars) 

8.4 

6.7 

0.5 

47.2 

55.2 

8.0 

Sourcey, Sistema de Cutntas Nadonales de Mexico. SPP. Informe A nnual de Banco de Mexico, 
various years. 

Table 19: Trade Balance and the Balance on Capital and Ini ermedi ate Cioods, 1975-1983 

(US S billion) 

1975 1976 

Tbsde 

1977 

1978 

1979 

1980 

1981 

1982 

balance -3,637.0 - 2,644.4 - 
Balance on 
capital and 
intermediate 

1,054.7 

-1,854.4 

-3,162.0 

-3,178.7 

- 4,510 

6,744.5 

goods -2,100.9 -1,987.4 - 

1,755.1 

-2,-234.6 

-4,052.4 

-6,506.8 

-9,922.6 

-4,911.8 


Sourer. Singh [1987]. 
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Ingersoli-Rand (India) is by far the largest exporter of 
compressors in the country. In the last 2 years exports have 
earned over Rs. 16 crores in foreign exchange annually. 

A major breakthrough has been the export of 
sophistk^ted, process gas compressors to the People's 
R^blic of China and small air compressor packa^ to the 
So^ Union. 

Apart from compressors, our exports include drilling rigs 
and affied equipment to Africa and the USA Products that 
will feature increasingly ki our future exports. 

Put that's not all. For the last ten years, Ingersoll-Rand 
(India) has continued to receive recognition oertMicaies Ifom 
the Export Promotion Counck for ouMandng export 
performance. In the last two years, we have also won the 


AH India Best Exporter Shield. An achievement befitting 
a company which, to date, has exported oyer 115,000 
compressors to every continent. 

Manufactured at our Ahmedabad plant, Ingersr^l-Rand 
compressors have earned an intemationai reputation for 
untTMtfched reliabitity. 

And over the years we're only getting better. 

Now you know why our compressors have gone where 
they have. 

IngaraolHtand ia a Government recogniaad Export 
Houae. Baakfaa our own producta, we alao promote 

exports o4 hH|h quality equipment of other 
looal manufacturers. 



f3 INGERSOLL-RAND 

first name In oompressor8...wor1clwlcia 

Ingersoll-Rand (India) Limited • Offloea throu^XNit India. 
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Taiu 20; Thb Balance of Payments: Sixth Plan and Seventh Plan Taboets 


Seventh Plan 
Sixth Plan Ihixets 
1979/80-1984/85 1985/86-1980/90 


I Selected growth rates (per cent per annum) 

GDP (fc) 

5.6 

5.0" 

Agriculture 

4.5 

2.5" 

Industry* 

4.6 

6.6" 

—Manufacturing 

4.3 

5.5" 

Exports* 

4.5 

6.8 

Imporu 

3.6 

5.8 

Bulk commodities'’ 

4.1 

5.1 

POL* 

-7.2 

10.3 

Capital and other imports 

9.0 

6.9 

2 Memo Items: 

Ibtal net commercial borrowing' 

5.5 

9.5 

Workers* remittances (billion US $) 

12.6 

13.1 


1984/85 

1989/90 

Current Account Balance/C DP (per cent) 

1.2 

1.6 

POL importsVeonsumption ratio (per cent) 

20 

38 

Debt service ratio (per cent) 

14.9 

18.7 


Noter. a Net of crude oil exports. 

b Fertilisers, edible oils, iron and steel, non-ferrous metals, 
c Net of crude exports. 

d Seventh Plan figures (not adjusted for Figures in quick estimates), 
e Industry includes manufacturing, mining, construction and utilities, 
f Disbursements from supplier credits and private financial markets. 

Source: Seventh Five-Vbar Plan; Sixth Balance of Payments estimates based on Economic Survey 
and Quick Estimates. Quoted in World Bank (1986).' 


Table 21: Forced Adjustment or Current Deficit to One Per Cent of GDP 



Rs Crotc 
in 1983-84 
Prices 

GDP 

Growth 

Rate 

(Per Cent) 

Capacity 
Utilisation 
(Per Cent) 

Current 
Deficit 
as Per Cent 
of GDP 

Debt Service 
as Per Cent 
of Exports 
of Goods 
and Services 

1983-84 

1,87,646 

— 

99.6 

1.2 

13 

1984-85 

1,90,906 

1.7 

96.8 

1.2 

16 

1985-86 

1,95,955 

2.6 

95.1 

1.1 

19 

1986-87 

2,01,895 

3.0 

93.9 

1.1 

23 

1987-88 

2,08,118 

3.1 

92.9 

1.1 

26 

1988-89 

2,14,738 

3.2 

92.0 

I.O 

26 

1989-90 

2,21,928 

3.3 

91.3 

1.0 

26 

1990-91 

2,29,178 

3.3 

90.7 

1.0 

26 


Notes: Avenge Annual Growth: 1983-84 to 1990-91. 
Actual ODP ; 2.9 per cent. 
Potential GDP : 4.3 per cent. 
Imports : 4.9 per cent. 
Source: M S Ahluwalia (1986]. 


Table 22; Seventh Five Year Plan: Growth of Emfuwment* 
AND Output BY Major SicTOiis 


Sector 

Easbloyment Shares (Per Cent) 

GrowDi Rate Per Cent Per Annum 


Level 

Incieese 

EmployiMM Value Added 


1984/85 

Seventh Plan 



Agricuituie 

51.5 

44.6 

3.5 

2.5 

Mining, quarrying 

0.6 

0.8 

5.3 

11.7 

Manufacturing 

14.3 

16.6 

4.6 

5.5 

Construction 

5.6 

5.4 

3.9 

4.8 

Electricity 

0.6 

1.2 

7.8 

7.9 

Thuuport 

5.9 

6.2 

4.2 

7.1 

Scrvlm 

21.5 

25.2 

4.6 

6.1 

Ibtal 

100.0 

100.0 

4.0 

5.0 

Note: a Eastdoyment measured in standard-person-yean of 2184 hours of work. 


Sourer. Quoted in Wbrid Bank (1986). 
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by the Planning Commission. However 
the imports are expected to increaM at a rate 
of 4.9 per cent p a, which is also somewhat 
lower than the Planning Commission 
c.stimate in Table 20. As Table 21 shows 
under these assumption, the reduction 
of current account deficit to 1 per cent 
of GDP in the late 1980s would laid 
to a GDP growth rate of only 2.9 per cent 
p a. between 1983-fl4 and 1990-91. 

What are the implications of reduced 
GDP growth for employment? The Planning 
Commission estimates the employment 
elasticity of output in the Seventh Plan 
period to be roughly 0.8 (see Tkble 22). This 
would suggest that employment would in¬ 
crease at a rate of 1.6 percentage points per 
annum lower than would be the case if the 
GDP growth rate were 5 per cent p a instead 
of that of about 3 per cent pa on the ' 
M S Ahluwalia assumptions. Given a total 
labour force of approximately 300 million, 
this in turn implies that nearly 25 million 
less jobs would be created during the Plan 
period than would otherwise be the case. 

it goes without saying that the above 
macroeconomic projections, whether of the 
Planning Commi.ssjnn or of M S Ahluwidia 
or of the World Bank cannot be taken 
literally. Rather the above numbers arc only 
useful in illustrating the broad orders of 
magnitude of the macroeconomic and ex¬ 
ternal constraints on the Indian economy. 
The central analytical and policy issue can 
be staled quite .simply: it i,s an essential argu¬ 
ment of this paper that even a debt service 
ratio ot nearly 20 per cent as projected by 
the Planning Commission foY the early 
1990s is far too high. Such a ratio is im¬ 
prudent for two reasons: (a) the precarious 
state of the world economy which may result 
in relatively low and fluctuating growTh rates 
of world trade and relatively high and 
variable interest rates qnd (b) the structure 
of the Indian economy, which being heavily 
dependent on agriculture, is subject to all the 
vagaries of nature (eg, the current drought). 

The debt service ratio can inter alia be 
reduced to more prudent levels in one of two 
' ways: (i) by recourse to more concessional 
borrowings or (ii) by reducing the projected 
current account deficit. The latter in turn 
requires either a trend increase in exports or 
a reduction in the propensity to import or 
a combination of the two. In view of the 
fiscal stringency in the developed countries, 
sufficiently greater amounts of concessional 
aid arc unlikely to materialise in the fore¬ 
seeable future. This oniy leaves the second 
option. Here the World Bank as well as 
many economists in the government v^ould 
like India to maintain the import liberalisa¬ 
tion policy and to seek any adjustment of 
the current account through an increase in 
exports.'*’ However, in view of the dis¬ 
appointing record of exports during the 
1980s, it vyill be extremely difficult to meet 
the Seventh Plan target of a rate of growth 
of exports of 6.8 per cent p a let alone to 
substantially exce^ it.*’ 


2,327 



The more realistic and sensible strategy 
would be to reduce the propensity to import 
to that achieved during the Fifth Plan period 
in the mid- to Iate-I970$ w’hen as noted in 
Section IV, India had made highly successful 
adjustment to the 1973-74 oil shock. It will 
be recalled that the import coefficient for 
capital goods and non-oil imports during 
that period was nearly half the recorded in 
the liberal import regime of the 1980s (see 
Table 16). Since India’s domestic oil 
resources will most likely not permit in the 
medium term any significant reduction in oil 
imports from the level projected by the Plan¬ 
ning Commission in Table 20, the growth of 
capital goods and non-oil imports w'ould 
have to be strictly limited. As the experience 
of the Fifth Plan showed the economy was 
able to achieve a rate of growth of GDP of 
nearly 5 per cent p a even though the capital 
goods imports actually fell during this 
period (see Tabic IS). In view of the level of 
the indigenous technical development in 
India—as noted in Section III—it should be 
possible to substantially reduce the growth 
of capital goods and some other catcgoiics 
of non-oil impoics without adversely affec¬ 
ting production. In fact to the extent that 
such import.s arc competitive with the 
domestic capital goods industry (sec Part II) 
reduced imports may positively aid expan¬ 
sion of output. 

VII 


can hardly be regarded as a left wing sup¬ 
porter of comprehensive state planning 
rightly observes:"* “There is no escape from 
this Janus-like approach to technology in 
labour-surplus economies—moderating its 
pace in one area while accelerating it in 
another. Mere subsidies or pricing policies 
cannot tackle these problems adequately 


unless they are supported by relevant 
research, training, extension services and 
organisation support. India’s record in this 
respect is very creditable. Its handloom 
industry, for example, has shown remarkable 
vitality under state support. But one gets the 
feeling that the energy and ingenuity that 
was put in support of traditional crafts and 


Tabli- 23: Do.me.siic Pkoduc tion ot Capital Goods and the Shake of Imports 
IN ToTAI AVAII ABILITY 


Non-cicrirical machinery 

Production (Rs lakh) 

AS] 

DGfD 

Imports in total availability (per cent) 
ASI 
DGTD 

Electrical machinery 

Production (Rs lakh) 

ASI 

DliTD 

Imports in total availability (per cent) 
A.SI 
IXiTD 

Tranoporl equipimml 

Production (Rs lakh) 

ASI 

DOT!) 

Imports in total availability (per cent) 
ASI 
DGTD 


1976-77 

1981-82 

1982-83 

1983-84 

2,03,341 

4,32,988 

4,58,032 


2,04,003 

3,02,865 

2,20.067 

3,19,661 

25.6 

16.2 

22.6 


27.6 

33.5 

37,8 

37.7 

1,92,916 

4,00,481 

3,98.787 


1,08,397 

2,04,413 

2,07,769 

2,64,402 

8.6 

6.9 

5.7 


12.7 

13.2 

10.4 

13.0 

l,68,26v 

4,31,784 

4.38.785 


1,11,287 

3.01,508 

2.98,226 

2,27,719 

8.5 

7.3 

12.0 


14.4 

10.3 

16.7 

16.5 


Conclusion 

Briefly, the main policS' conclusion which 
follows from the above analysis is that in 
view of the state of the world economy and 
the behavioural and parametric constraints 
of the Indian economy, there are powerlul 
macroeconomic grounds for reversing the 
import liberalisation policy of the Iasi 
decade, lessons from the experience of 
Mexico and other Southern C'onb countries 
with import liberalisation also point in the 
.same direction, rhe'se arguments, as we shall 
see, are reinforced by the detrimental effects 
of import libeialisation which base been 
observed at a inicioeconomic level, parti¬ 
cularly on the expansion and technological 
devdopmeni ot the capital goods industries. 
Tliese and other microeconomic aspects of 
this issue will be discu.sscd in Part II of 
the paper. 

However a jettisoning of the import 
liberalisation policy docs nut by any means 
imply an abandonment of the whole of the 
new economic policy and a reversion to the 
rigours of the planned industrial regime. The 
policy of deregulation and promotion of in¬ 
ternal competition could still substantially 
continue and will benefit the economy in its 
present stage of development. Yet, even in 
this area it is necessary to sound a note of 
caution. Increased internal competition and 
technological upgrading needs to be care¬ 
fully planned for otherwise the large scale 
modern industry may wipe out the small 
scale or craft industry throwing millions of 
workers out of their jobs. As IG Patel, who 


Notes: ASI data cover a larger number of industrial units; DGTD data are ba.sed on those 
units registered with DGTD only. 

Soun'tr BICP, unpublished. 

Tahi r 24: Estimates of ERP and DRC in Indian Capital Gotros iNDLsrRiFj; 

tRP DRC 

On Value Added 


BICP raleulatiunii (1982-83) 


Machine tools 

0.48-4.25 

1.48-6.87 

Electrical machinery 

0.00-0.32 

1.00-1.32 

Mining machinery 

0.30-3.80 

1.30-4.80 

IK'orld Bank calcuiatiuni) (1980-82) 

(.'emeni making machinery; 

Cement mill 

0.34-0.41 

0.42-0.45 

C rusher 

0.99 

0.73 

Complete plant (1000 TPD)* 

0.49-0.55 

0.34-0.38 

Complete roiniplant (200 TPD)* 

0.45-0.57 

0.39-0.44 

Pulp and Paper making machinery: 

Rotary spherical digester 

0.60 

0.57 

Btvach wash filter 

0.48 

0.60 

Chip washer 

0.54 

0.53 

Sugar making machinery: 

Clarifier 

0.58-0.78 

0.59-0.81 

Centrifuge 

0.40 

0.61 

4 milling tandems 

0.40 

0.45 

Complete plant (1250 TPD)* 

0.40-0.65 

0.29-0.56 

Chemical industry machinery: 

Vacuum concentrator 

0.39 

2.12 

Stainless steel splitting column 

•0.57 

0.60 

Aluminium absorption tower 

0.16 

2.08 

Stainless steel absorption tower 

0.74 

0.91 

Separator vessel 

0.81 

0.91 

Horizontal ammonia letdown vessel 

0.30 

2.14 

Boilers 

0.59 

0.84 


Note: * Excluding purchased components. 
Sources: BICP and World Bank [1984]. 
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industries in the early years after indepen¬ 
dence or in agricultural research after the 
mid-sixties have ebbed somewhat in recent 
years. And the package of new economic 
"policies in India will remain lopsided and 
largely irrelevant if it were not to put new 
vigour into these somewhat mundane and 
well-established endeavours!’ 

Part Two 

1 

Import Liberalisation and 
Capital Goods Industries 

We now consider, in detail and at a 
microeconomic level, .the main issues in¬ 
volved in the liberalisation of capital goods 
imports and their possible impact on pro¬ 
duction, technology and employment. We 
first discu.ss the rationsde behind the new 
capital goods policy strategy and describe 
some of the specific policy measures. We 
then examine the nature of the existing 
capital goods industries in India and how 
vulnerable they arc to the threat of external 
competition. Sub.sequcntly we study the re¬ 
cent trend in imports and the associated 
indices of production in these industries. We 
take up the issue of employment and list the 
possible direct and indirect effects of a trend 
of enhanced imports in these industries. We 
also examine the data on output, capacity 
utilisation, imports, exports and employ¬ 
ment for some important firms operating in 
these industries. Finally, we draw some con¬ 
clusions from the available evidence. 

Tabi e 25: Uu-tERENi'E between Domestic' 
ANo International Prices for Some 
CAP irAi. Goods Producers 


Difference as 
Per Cent of 
cif Prices 


Machine tools 


HMT 

87-137 

BHEL 

56- 99 

HEC 

IS-245 

Fertiliser machinery 

BHPV 

128-183 

Power equipment 

BHEL 

36- 99 

Mining machinery 

HEC 

3A-I41 

Larsen A Toubro 

20- 71 


Source: BICP, unpublished. 


II 

Recent Policy Measures 

As noted in Part I. the development of the 
capital goods industries in India has Msen- 
tially been the result of a planned indus¬ 
trialisation strategy operating from the 
mid-I9S0s, which has emphasised the role 
of the basic metals and engineering in¬ 
dustries. The Mahalanobis mcxlel which has 
informed this emphasis, identified (on the 
basis of an assumption of stagnant export 
earnings) the. rate of growth of output 
capacity in the domestic capital goods in¬ 
dustry as the determinant of the rate of 
growth of investment in the economy. A 
dependence on imports of capital goods was 
seen not only as a barrier to econoatic sclf- 
sufficiency but as a tondamental structural 
weakness which had to be remedied as soon 
as possible. To that end, in the period when 
industrial growth was more subject to state 
planning (that is, until the end of the Third 
Plan) emphasis was placed on the rapid 
development of basic and heavy machinery 
industries. As a result, by 1980 India had 
attained a high degree of self-reliance in this 
area and a widely diversified base for the 
manufacture of capital goods. As the sub¬ 
sequent section will show, many of these pro¬ 
ducers can be con.sidered efficient by world 
standards. However, the development of 
these industries has of necessity been accom¬ 
panied by a very protected external trade 
environment in which physical controls on 
the volume of capital goods imports has 
re.stricted the threat of foreign competition 
Some have argued since the mid-1960s that 
this complex web of controls has created au 
inefficient and high-cost industrial structure 
which has resulted in outdated technology, 
poor quality and high prices of manufac¬ 
tured goods.'* Of late this view has also 
been echoed in official policy circles, which 
have increasingly brought into question the 
wisdom of allowing a highly protected 
industrial structure to perpetuate the high- 
cost-and-poor-quality syndrome without ex¬ 
posing it at least to .some extent to external 
competition. The conviction that inefficient 
domestic industry needs to be expo.sed to 
freer imports (which would lower some input 
costs as well as foree industrial units into 
treater cost-eff^iveaets if they are to 
survive ki the new environment) has been the 
ba.sis for the recent import liberalisation 
measures. Associated with this there is a 
belief that quantitative controls introduce 


economic distortions which are difficult to 
quantify, so that in general price-based 
controls (tariffs) are preferable to quantity- 
based controls (import quotas) as a means 
of protecting domestic industry. 

There is sometimes a tendency to confuse 
the recent import liberalisation measures 
with attempts at economic adjustment and 
longer term industrial restructuring. It 
should be emphasised that these moves 
imply restructuring only to the extent that 
they involve a funher shift away from a 
planned industrial framework to greater 
reliance on market mechanisms in determin¬ 
ing the level and pattern of industrial invest¬ 
ment and output.' They do not suggest any 
systematic attempt at restructuring in accor¬ 
dance with perceived chmiges in the national 
and international context. Nor do they repre- 
.sent,forces which will necessarily facilitate 
economic adjustment to external shocks, 
because the set of policies precisely involves 
exposing the economy to a greater degree to 
the world market, and therefore also to any 
‘shocks' emanating from the wider environ¬ 
ment. The assumption behind these libera¬ 
lisation measures is chat external market 
access and exposure will force (allow) 
domestic industry to become more efficient 
and competitive, so that it will be in a 
stronger position to face international com¬ 
petition over rime, than if it allows a high 
cost industly to flourish through trade 
barriers. 

Mo.st of the official recommendations in 
this regard have argued for ‘a structured 
adjustment process’ -nhich makes a distinc¬ 
tion between different types of industry even 
within the capital goods sector and puts 
forward a phased reduction and.'or dis¬ 
mantling of controls. Thus the Narasimhan 
Committee-" recommended that; 

(i) In future, new industries should or¬ 
dinarily be given protection through 
tariffs, except in special circumstances. 

(ii) Ail existing industries should be divided 
into three categorie.s; 

a) those which can go immediately on 
to a tariff regime, assuming that the 
maximum tariff rate does not go 
beyond, .say, 150 per cent; 

b) those which can come under 
category (a) above with suitable 
changes in the duties on intermediate 
inputs: and 

c) those which would remain under 
quantitative restrictions for the 
present 

1 he last category explicitly conttuns those 
strategic and defence industries which are 
seen to be vital for national interests and 
therefore qualify for indefinite physiesd trade 
protection. Other industries in this category 
include those which it is suggested should 
be protected only tempormrily through the 
use of import quotas: as soon as possible 
they too should be put under a tariff regime 
with a planned phased reduction of the 
tariffs over time. 

Another government committee which 
dealt explicitly with the capital goods 


Table 26: Difference in Raw Materials and Component Costs 


Industry 


Difference As 
Per Cent of 
International 
Cost 


Cost of Raw Materials and 
Components as Per Cent of 
Selling Prices 


Machine tools 

73-114 

29-50 

31-55 

Electrical machinery 

64- 99 

42-59 

38-58 

Mining equipment 

62- 86 

55-70 

40-80 

Fertiliser machinery 

103-226 

43-47 

48-57 

Source: BICP, unpublished. 
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Both schemes now come to you 
with the 80 CCA Benefit... 

100% tax rebate on premiums up 
to Rs. 30,000 paid in 1988^. 


Get a lifelong pension. Provide security 
for your family. And save on income tax. 
Wi^ Jeevan Akshay and Jeevan Dhara. 
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Today. 
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iiKhutries only^' found that several of these 
industries vivre competitive by world stan^ 
dards and therefore could he successfully 
placed under a tariff regime with free im- 
' ports. This committee also suggested that a 
number of capital goods industries suffered 
from negative protection, in that the rate of 
duty for inputs was higher than that for out¬ 
puts, a situation which should be reversed 
as soon as possible. It therefore proposed 
that rates of import duty on raw material 
and components used in these industries (in 
particular stainless steel items, carbon steel 
items and special steel) should be lowered 
for these users so that they do not exceed 
the rate of customs duty charged on 
•end-products. 

Many capital goods industries come under 
the category of 'thrust industries’ identified 
by the governments^ for rapid expansion 
and increased export emphasis. The Alagh 
Committee proposed that these industries 
should be divided into three groups accor¬ 
ding to degree of development, which would 
determine the quota or tariff regime. (The 
list of the industry groups is provided in 
Appendix Table Al.) I'he groups are: 

(i) Those industries which ate reasonably 
competitive internationally and “have 
or will make substantial progress 
towards development, and cost reduc¬ 
tion”. These should be placed in a tariff- 
cum-concesston regime, with input im¬ 
port duties lower than final product 
import duties, and under OGL (Open 
General Licence—implies unrestricted 
quantities of import given the tariff 
rate). 

(ii) Those industries which are somewhat 
less developed but could still be exposed 
to a limited degree of international 
competition. These products would be 
subject.to licensing for imports, and 
permissible imports would come under 
a tarin'-cum-concession regime as for 
the first group. The suggested tariff rate 
is 65 per cent. 

(iii) Those remaining capital goods items in 
the ‘thrust industries' category, which 
would remain in the restricted or licen¬ 
sing list or imports, and continue to be 
protected as before. 

it is evident that this implies a partial and 
incomplete liberalisation process inasmuch 
as a number of capital goods industries are 
still protected by licensing or import restric¬ 
tions of a quantitative nature. Nevertheless, 
this degree of liberalisation also has far- 
reaching effects in terms of a freeing of con¬ 
trol over the volume of imports in a large 
number of industries. Besides the impact on 
the overall import bill, there is also the effect 
of competition on the production and 
capardty utilisation of domestic industries. 
More importantly, the recent measures seek 
to geneniise; over a wider range of items and 
for a larger category of importers, the 
pattern of tariffs which were until recently 
only applicable to particular producers 
under die head of ‘project imports'. 


Project imports have themselves been fur¬ 
ther relaxed. Until the 1985-86 budget, the 
overall rate of customs duty for the capital 
goods required in projects was 65 per cent 
(40 per cent basic -t- 20 per cent auxiliary). 
In the 1985-86 budget, the basic rate was 
lowered to 20 per cent so that the overall rate 
of duty for project goods import is now only 
45 per cent. Non-project imports of capital 
goods bear higher rates of duty which range 
from 80 per cent to 250 per cent. (Details 
of some rates are given in Appendix 
Tabic A-2.) Thus the proposed measures 
would imply a drastic reduction in input 
duties for a number of capita) goods. In 
addition there are pressures to relax the 
indigenous non-availability clause for the 
import of capital goods worth more than 
Rs 20 lakh,^^ although there has so far 
been no policy change in this regard. 

In the latest budget (1985-86) the policy 
regarding capital goods has been partially 
reversed. Capital goods required in projects 
(project imports) are now subject to a basic 
rate of import duty of 85 per cent, which 
approximates the general tariff on capital 
goods. This increase reflects official concern 
over recent production trends in the domestic 
industries (discussed in Section ill of this 
paper) and may indicate some sound 
thoughts of policy makers on import 
liberalisation in this sphere. 

The external trade liberalisation of the 
capital goods sector has been accompanied 
by internal liberalisation as well. The capital 
goods industries were delicensed in March 
1985.^'* Also ‘broadbanding’ was introduc¬ 
ed in this sector, which meant that entre¬ 
preneurs could expand capacity in related 
areas of production along with the specific 
output lines for which their existing capacity 
was geared. Use of the broadbaiiding facility 
was particularly noticeable in the automobile 
manufacturing industry. The combination 
of these external and interAal liberalisation 
measures is intended to provide a spurt to 
domestic investment and production in the 
form of enhanc'ed investment and output, 
lower costs, higher productivity and greater 
intematiorud competitiveness. It is envisaged 
that these measures in themselves, by assign¬ 
ing a greater role to the national and inter¬ 
national markets, would force domestic in¬ 
dustry to restructure its capacity and pro¬ 
duction techniques to face the new environ¬ 


ment. Although the short term adverse im¬ 
pact on the balance of payments position 
and on domestic output is admitted to be ' 
negative, in official circles it has been 
customary to argue that these will be over¬ 
shadowed by the longer run beneficial im¬ 
pact on efficiency and productivity,^’ The 
employment implications of such measures 
are rarely discussed explicitly by the pro¬ 
ponents: rather, there is a general feeling that 
the emphasis on cost-effectiveness will imply 
over time a higher rate of growth of invest¬ 
ment and production, and thus also of 
employment, in the industrial sector 
generally. 

Ill 

Capital Goods Industries in India 

As a result of the past planned in¬ 
dustrialisation strategy, India now has diver¬ 
sified industrial base and a structure of pro¬ 
duction comparable to the advanced capita¬ 
list countries as well as the more sophisti¬ 
cated newly-industrialising countries such as 
the Republic of Korea.^ Domestic industry 
has been developed so as to provide most 
of the country’s capital goods requirements; 
in the mid-1970s, 85 per cent of domestic 
availability in this sector as a whole came 
from indigenous production.^’ Thble 23 
presents data from the DGTD and the ASI 
which suggest that the share of imports has 
been increasing once again since the 
mid-1970s, largely as a result of liberalisa¬ 
tion policies. 

It is now nvuen more widely accepted that 
the image of the Indian capital goods in¬ 
dustries as inefficient producers is simplistic 
and in many cases wrong. A number of in¬ 
dependent .studies carried out recently have 
confirmed that domestic capital goods pro¬ 
ducers, especially in industries like non¬ 
electrical machinery, railway transport 
machinery and some mining equipment such 
as earth movers and hydraulic excavators, are 
cost-effective and would be internationally 
competitive if thej' did not face negative 
effeefive protection rates.** The view of 
Indian entrepreneurs as efficient producers 
in this sector is borne out also by a calcula¬ 
tion of domestic resource costs, which are 
shown to be significantly below unity in many 
of the .specific industries. A .study conducted 


Tabie 27: Capital Coons Impokis 

(Rs c/ore) 



1980- 

1981 

1981- 

1982 

1982- 

1983 

1983- 

1984 

1984- 

1985 

1985- 

1986 

Metal manufacture 

Non-electrical machinery and 

89.5 

115.5 

143.7 

148.7 

140.8 

185.8 

appliances 

Electrical machinery and 

1089.1 

1349.2 

1438.7 

2051.3 

1927.7 

2478.6 

appliances 

259.7 

326.4 

494.2 

675.4 

730.4 

567.2 

Transport equipment 

472.0 

305.0 

639.6 

446.9 

368.9 

452.2 

Ibtal capital goods 

Capital goods import as per¬ 

1910.3 

2096.1 

2716.3 

3322.3 

3167.8 

3683.7 

centage of total import bill 

Sounr. Economic Survey, COI. 

15.2 

1986-87. 

15.4 

19.0 

21.0 

18.5 

18.7 
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by the Confederation on Engineering 
Industries (formerly AIEI) indicates similar 
results for electrical machinery, including 
power plants and ancillary equipment, as 
well as equipment for the fertiliser in¬ 
dustry.^’ Table 24 presents some estimates 
of effective rates of production (ERP) and 
domestic resource costs (DRC) made by the 
BICP, government of India, and the World 
Bank respectively. It is evident that barring 
a few industries (such as machine tools) 
ERPs on value added are less than unity, 
indicating a higher rate of protection on 
inputs than on the output of the industry. 
DRC ratios also indicate that these industries 
arc efficient users of available rcsource.s, on 
par with counterparts elsewhere in the in¬ 
dustrial countries. 

The World Bank in its study felt that the 
manufacturers in the non-clectrical machi¬ 
nery sub-sector of the capital goods industry 
could successfully face import competition 
with a tariff protection of less than 63 per 
cent. They argued that there were net 
disincentives to this group of industries 
because of tariff protection on consumables 


Tabi e 28: Growth R att.s of Propi t tion in 
THE CAPiiAt Goods Industrifs* 


1971-72 

1976-7 

to 

to 

1975-76 

1984 85 

Non-electrical machinery 8.3 

5.9 

Electrical machinery S.2 

4.8 

Transport equipment 5.6 

3.6 


Note: * Point to point growth rates based on 
the index of industrial production. 
Sources: Calculated from the Index of 
Industrial Production and RBI 
Bulletin, May 1986. 


Sales turnover (Rs ctore) 

Employment (nos) 

Net imports' (R.s crore) 

Share of exports in total safes (per cent) 

Share of imported items in total consumption 
of raw materials, components and spare 
parts (per cent) 

Capacity utilisation^ (per cent) 

'ntermal sets 
Hydro sets 

Boilers and auxiliaries 
Power transformers 
Switch gears 
Control panels 
Industrial electric machines 
Industrial machines 
Valves 

Electric meters 
Wititer-meters 
Insulators and bushings 


and components of more than 63 per cent. 

The study by Pillai. Alagh et al (1983) con¬ 
firmed that Indian manufacturers have been 
able to adapt technology imported from 
abroad, in spite of relatively low rates of sub¬ 
contracting and smaller scales of production 
which mean that they are not always able 
to take full advantage of econoihies of scale 
in production. It was found that foreign- 
controlled firms had increased their share 
of the domestic market in these industries, 
but firms controlled by the domestic entre¬ 
preneurs showed better performance in 
terms of exports, capacity utilisation and use 
of semi-skilled and unskilled labour. 

In spite of these advantages it cannot be 
denied that Indian capital goods producers 
operate at higher costs and have sub.stantial- 
ly higher product prices than their foreign 
counterparts. This is evident from Table 25 
which gives the difference between domestic 
and international (ciO prices for a range of 
capita] goods manufacturers. Much of this 
is due to high input costs, particularly the 
high price of the main raw material, steel. 
Domestic prices of steel are high for a 
number of reasons (too complex to enter 
into here) and many manufacturers need to 
import special steels unavailable domestical¬ 
ly, which carry very high rates of customs 
duty ranging from 70-225 per cent. Table 26 
shows that in many cases domestic costs of 
law material and components arc nearly 
double or at least onc-and-a-half times the 
international equivaleni, and also that these 
lend to make up an important proportion 
of the selling price of output. Energy costs 
are also high in India: both the unit costs 
of energy to industry as well as the consump¬ 
tion of energy per unit of output arc high 
relative to other countrieti. 

High input costs arc therefore important. 


1,119.4 

1,340.3 

1,500.6 

71,8(X) 

74,800 

74,500 

258.5 

202.6 

3)4.4 

2.0 

1.1 

1.5 


63 

57 

61 

69 

61 

32 

126 

73 

49 

110 

85 

48 

56 

109 

33 

56 

51 

59 

47 

43 

43 

102 

53 

43 

56 

51 

43 

66 

67 

83 

95 

81 

92 

79 

85 

58 

78 

43 

33 


But they can only form part of an estplana- 
tion of why domestic prices in the capital 
goods industries tend to be so much higher. 
The main reasons for the prevalence of this 
high cost pattern are suggested below: 

(i) High prices of raw materials, in parti¬ 
cular, steel, as mentioned above. 

(ii) High prices of components and 
bought out standard parts, laigely 
because the latter manufacturers are 
generally unable to take advantage of 
economies of scale, related to the 
limited and fluctuating demand. 

(iii) A low ratio of sub-contracting, which 
usually allows producers to minimis^ 
costs over the entire production pro¬ 
cess. In the Indian machine tool in¬ 
dustry it is estimated that only 8 per 
cent of the total value of the machine 
tool is accounted for by sub-contracted 
producers, compared to ratios near 
30-50 per cent in Republic of Korea 
and 1kiwan.“ This not only tends tp 
imply higher overall costs of produc¬ 
tion but also involves less aggregate 
employment per unit of output. 
'IVpically such vertical integration uses 
more capital intensive production 
techniques compared to small scale 
sub-contracting units which are 
usually more labour intensive for the 
production of the given component or 
ancillary. 

(iv) Low utilisation of capacity. Although 
the capacity utilisation ratios in the 
Indian capital goods industries appear 
to be high, often in thefcgion of 80-90 
per cent (see Appendix Ihble A3) they 
are fairly low by ihternational stan¬ 
dards. This is because capacities are 
recorded on a single shift basis, and 
lend themselves to double or triple 
shift work; thus capacity utilisation 
ratios of 200 per cent are not un¬ 
common in the west and countries like 
the Republic of Korea. In fact the 
average rate of capacity utiluation in 
the Indian capital goods industries 
taken together in the period 1980-85 
was only 69 per cent.^' and this has 
meant higher unit costs of production. 

(v) A.ssociated with this is the fact that 
many plants are of too small a size to 
achim the economies of scale common 
to such industries in the developed 
countries. Both this feature and the 
one cited earlier are crucially related 
to the size of the market and estimalad 
demand. The lack of growth of the 
domestic market can be diiectly Hnkad 
to the decline in the rate of growth of 
public sector productive investment 
from the mid-1960s, and the fint 
that the subsequent large infrastruc¬ 
tural investments of the government 
(e g, in the oil sector) have rdied much 
more intensively on imported equips 
ment. Thus the specific cost praWems 
of these industries canaot be scpawtsd 
from the overall inai m iixmowii 
forces at work in the eooaooqr. Tte 


Notts: I Imports (cif values) minus exports (fob values) 

2 Actual annual production to installed capacity estimated on single shift basis, for some 
imporiam items. 

Sourer. Cateulated from Company Balance Sheets. 


Tabi I- 29: S.Ai iis, EMi'tosMt-NT, Net Imports and CAPAtirv Utii isaiion of BHEL 

1982-83 1983-84 1984-85 
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uneconomk size of units and low ntes 
of capacity utilisation have'been 
among the most important factors in 
creating a high-cost structure, not only 
in the static sense but also dynamically 
because other factors like technology 
absorption, learning by doing, etc, are 
affect. 

(vi) Insufficient plant modernisation, and 
particularly in the recent past, the 
inability to keep pace with the CNC” 
techniques used elsewhere in the 
world. Modernisation of production 
capacity need not sdways imply the 
import of the latest technology from 
abroad as some policy-makers appear 
to suggest: the development and adap¬ 
tation of existing technology to suit 
specific local requirements, as well as 
emphasis on indigenous R and D and 
the spread of know-how are equally if 
not more essential. The most efficient 
capital goods manufacturers in India 
(such as those making specialised non¬ 
electrical machinery) are precisely 
those who have relied heavily on 
indigenous technical development, 
which has allowed them to become 
competitive by world standards. 


(vii) Indian capital goods manufacturers 
tend to have higher inventory costs 
than their foreign counterparts, 
lypically, machinery and machine tool 
pr^ucers keep anything between 6 
and 12 months of production as inven¬ 
tory, because of uncertainties regar¬ 
ding sales, distribution networks, and 
availability of infrastructure (especial¬ 
ly energy requirement) for future 
production. Iliis compares with 2 
months’ production equivalent inven¬ 
tory holding in similar industries in 
Ikiwan and the Republic of Korea. 

(viii) Low wages have generally been cited 
as one of the main advantages of 
Indian capital good producers. But 
this is also associated with low pro¬ 
ductivity due to use of older machi¬ 
nery and inadequate training. Thus the 
value added per worker in Ihiwan is 
estimated to be as much as four times 
the Indian figure in the capital goods 
industries. 

(ix) Some fiscal measures in India have 
also operated to increase costs in the 
capital goods industries. The most 
olwious example is that of the high 


64.6 

89.8 

84.2 

4202 

4297 

4167 

3.3 

4.0 

5.4 

5.1 

4.1 

3.3 


28 

34 

32 

76 

88 

72 

78 

84 

101 

174 

163 

95 

76 

% 

65 

75 

96 

61 


198243 

1983-84 

198445 

140.3 

94.9 

122.7 

456 

427 

467 

24.3 

(-)23.4 

(-)39.0 

25.5 

11.4 

26.2 

0.01 

0.01 

Nil 


58 

46 

60 

102 

18 

64 

50 

14 

13 

4 

16 

22 


rates of customs and dome.siic excise 
duty on inputs. Also, the concessions 
(in the form of export and R and D 
asnstance, tax holidays for exporting 
units, special lower rates of customs 
and excise duty) offered to Indian 
engineering industry units have until 
recently not been as many as those 
offered to their counterparts in Japan 
and the south east Asian countries. 
This however, is no longer the ca.se 
given the recent measures incorporated 
in the 198S-86 budget and other fiscal 
policies, which are designed to give 
fiscal incentives to engineering units 
particularly for export. 

The above discussion makes it apparent 
(hat there are a number of factors behind 
the high-cost structure of the Indian capital 
goods industries. Some of these factors 
(especially those which relate to the size of 
the market and the development/adaptation 
of technology to suit indigenous require¬ 
ments) are not likely to be undone by a 
liberalisation of external trade barriers—they 
require a longer term and sustained re¬ 
organisation of domestic production and an 
impetus to fresh investment in the form of 
a growing market. 

Fmphasis on more internal competition 
may be an important clement of such re¬ 
organisation. Internal liberalisation of 
markets and the development of a high 
degree of internal competition ideally should 
precede by several years, attempts at, external 
liberalisation in the form of freer imports. 
Only these measures can lead to lower costs 
and the continued vitality and viability of 
the manufacturing sector. The present high 
degree of market segmentation and internal 
protection, and retention pricing policies (for 
example in the fertiliser industry) only add 
to the high cost structure. But the persistence 
of these high-cost factors does mean that 
liberalisation of imports will lead to substan¬ 
tial import penetration in the capital goods 
industries. Making up the price differential 
by putting up equivalent tariff barriers may 
not stem the flow of imports either. The 
reason is that capital goods by their very 
nature are generally not perfect substitutes, 
and slight differences in design/function 
technology often affect demand substantial¬ 
ly. Also machines tend to be required in 
combination, so that the import of one may 
necessitate the import of other compatible 
machinery required for a particular produc¬ 
tion process. 

There are no systematic attempts to 
estimate the likely degree of import penetra¬ 
tion in the capital goods .sector consequent 
upon a complete liberalisation of imperts. 
But the effects of the recent partial liberalisa¬ 
tion process will give some indication of the 
future implications. The following section 
discusses the recent evidence on capital 
goods imports, and the associated pattern 
of production and capacity utilisation in tke 
domestic capital go^ industriet. 


Tabi h 30: Sales, Empioyment, Nkt iMPOirrs and Capacity Utilisation of 
Lakshmi Machine Works 


1982-83 1983-84 1984-8S 


Sales turnover (Rs croie) 

Employment (nos) 

Net imports' (Rs ctore) 

Share of exports in total sales (per cent) 

Share of imported items in total consumption 
of raw materials, components and spare 
parts (per cent) 

Capacity utilisation^ (per cent) 

Blow room,lines (switchers) 

Carding engines 
Draw frames 
Speed frames 
Ring frames 


Notes-. (1) and (2) as in Ikble 29. 

Source: Calculated from Company Balance Sheets. 

Table 31: Sales, Empipyment, Net Imports and Capacity Utilisation of 
Mukand Iron and Steel Works 


Sales turnover (Rs crore) 

Employment (nos) 

Pte-tax profit (Rs million) 

Net iraports' (Rs crore) 

Shme of oports in total sales (per cent) 

Share of imported items in total consumption 
of raw materials, components and spate 
parts (per cent) 

Capacity utiUiatiott^ (per cent) 

Cranes 
RolHag mills 

Divsiee iadasirlal equipmeai 

M>air.Q)aRrf(9«i» 



a tymbol of •KMlImoa 



A naiM era in power Boneration 

With over nineteen years experience 
in the nuclear field, NPC has total 
engineering capabilities covering design, 
research and developnnent, manufacture, 
testing, erection, commissioning and 
project management with full Quality 
Assurance. 

Our involvement in nuclear energy 
enables us to apply the latest and 
most modern techniques to all facats 
of power generation and exploitation. 


NPC • Fuelling a powerful future 


NUCLEAR POWER 
CORPORATION 

(A Govt ol tndio EmofpriM) 

Homi Bhabh* SowL ColibA Bofflbav-400 DOS. 
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IV 

Recent Import Tkends and 
Domestic Production 

f AJtHough the major liberaliMtion of 
import procedures oocuncd in the years 1984 
and 1985, the process had been under way 
for some years earlier. This had involved a 
substantial increase in the import of capital 
goods, as evidenced from Htble 27. Over the 
period the value of capital goods imports in¬ 
creased not only in absolute terms but also 
as a percentage of the total value of imports, 
notwithstanding the increased imports of 
petroleum products and other bulk imports 
such as edible oils. Some of the main im¬ 
porters of capital goods were the engineer¬ 
ing industries themselves. In 1983-84 the top 
1100 engineering companies speiit Rs 2,040 
crore on imports but exported only Rs 542 
crore, leading to a foreign exchange deficit 
which amounted to more than 25 per cent 
of India’s overall trade deficit in that year.^ 
Furthermore, net imports (net of exports) in 
the capital goods sector have been increas¬ 
ing rapidly in the past 4 years: thus the net 
imports of the machine tools industry in¬ 
creased from around Rs 116 crore in 1982 
to nearly Rs 218 crore in 1985.^^ 

The data on imports of machinery and 
equipment since 1980 available from the 
OGCIS suggest a dramatic apsurge in such 
imports from 1982-83, as shown in Appen¬ 
dix Ihbie A-4. A substantial part of this in¬ 
crease has been taken up by machinery 
specialised for particular industries, general 
industrial machinery, non-road transport 
vehicles and power-generating machinery 
equipment. These are not only areas in 
which the country had achieved a fairly high 
degree of self-sufficiency by the inid-1970s, 
but also among the most signifleant organis¬ 
ed sector employers in the capital goods in¬ 
dustries.’* Thus even by 1983-84 (the latest 
year for which published DOCIS data are 
available) there had been a substantial in¬ 
crease in particular categories of capital 
goods. 


The trade data released by the DOCIS 
indicate an even more spectacular upswing 
in the past year. The total imports over this 
period (April 1985 to March 1986) increased 
by 19 per cent over the previous year’s total, 
leading to a trade deficit of Rs 8,616 crore. 
Capital goods imports increased by Rs 889 
crore, which constituted 28 per cent of the 
overall increase in the import bill. The value 
of capital goods imports was Rs 3,469 crore, 
which was equivalent to as much as 40 per 
cent of the aggregate trade deficit and close 
to 18 per cent of total imports.” The 
volume and value of capital goods imports 
is projected td rise even more sharply in the 
present year, if no constraints are placed on 
imports presently on the OGL list and tariff 
rates are lowered as planned in a phased 
manner. Thus, in 1986-87, the import bill of 
one public sector automr^ile manufacturer 
alone—Maruti Udyog—is expected to be 
around Rs 175 crore, and this amount will 
in ail iikelihbod increase with future appre¬ 
ciations of the yen. The expansion plans of 
Bharat Heavy Electricals similarly involve 
a high level of imports of plant and equip¬ 
ment. Many large scale capital goods pro¬ 
ducers have modernisation and expansion 
programmes which involve foreign col¬ 
laboration in both technology and finance, 
and which will lead to significant increase 
in imports. The seven large scale fertiliser 
projects along the HBJ pipcljne all involve 
massive imports of technology and equip¬ 
ment under the low-duty ‘project impiorls’ 
category. 

The sharp increase in imports, as discus¬ 
sed in Part 1, has obvious implications for 
the country’s balance of payments position. 
Capital goods have been the fastest growing 
category of imports in recent years, increas¬ 
ing from around one-tenth of the total im¬ 
port bill in the mid-1970s to nearly one-fifth 
in the mid-1980s. I'he growing trade deficit, 
as we saw. has important macro-economic 
implications which will affect output and 
employment levels in the future. However, 
such imports also have a direct iippact on 


Table 32; Salk, EMPtmMENT, Net Imports and Capacity Utilisation of 
Kirloskar Brothers 



1982-83 

1983-84 

1984-85 

Sales turnover (Rs crore) 

62.6 

66.4 

67.7 

Employment (nos) 

142 

173 

238 

Pre-tax profit (Rs million) 

40.9 

33.4 

24.4 

Net imports' (Rs crore) ( 

-)69.6’ 

(-164.6’ 

163.9* 

Share of exports in total sales (per cent) 

3.2 

3.1 

4.1 

Share of imported items in total consumption 




of raw materials, components and spate 




Peru (per cent) 

6.8 

9.1 

19.6 

Capacity utilisation* Qwr cent) 




Metal cutting/grindiiig machines 

10 

8 

10 

Power driven pumpe 

43 

58 

57 

Wives 

49 

48 

37 

Hydnudie and Pneumatic equipment 

85 

48 

33 

Sugaiouie cnithen, ploughs a^deeertktiors 

0 

0 

0 


Notte, (I) and (2) a< in IkUe 29, (3) indicates net exports, (4) indicates net imports. 
Sower. Caknlated from Company Balance Sheets. 


the production, capacity utilisation mid 
employment of domestic capital goods 
industries. 

Dible 28 contains some summary growth 
rates of the major sub-sectors of the capital 
goods industries, based on the Index of 
Industrial Production. It is evident that the 
period after 1976-77 witnessed a notable 
deceleration in the rate of growth of produc¬ 
tion in the capital goods industries. This is 
the period when the major import liberalisa¬ 
tion measures began to . have an impact in 
terms of increased volume of imports and 
(to some extent) substitution of imports for 
domestic consumption. The recent evidence 
on production in the capital goods industry 
in the wake of the March 1985 liberalisation 
measures shows an even more alarming 
response. In 1985-86, total production of 
capital goods is estimated to have grown by 
only 3.6 per cent, the lowest figure since the 
mid-1950s: and more significantly, in the 
first 5-months of the present year produc¬ 
tion in this sector is said to have declined 

Awndix Tabi r A-1: List of ‘Thrust 

iNDUSTRIhS- IN THE CAPITAL 

Gooiw Sector 


Group A 

I Commercial vehicles 
Two and three wheelers 
Auto spates and- ancillaries 
Chemical and process plants 
Electric motors and suuters 
Castings and forgings 
Transmission line towers 
Bicycles and parts 

II Ikxtile machinery 
Cranes 

Power equipment 

Power distribution transformers 

Cables and conductors (power and PVC) 

Agricultural tractors 

Pipes and tubes 

Electric fans and parts 

Water supply and irrigation pumps 

III Mining machinery 
Switchgear and control gear 
Railway wagons and components 

Group B 

I Industrial valves 
Diesel engines 
DG sets 
Process pumps 
Tool room products 
Refrigeration equipment 

II Coaches 

Cables and conductors (AAC/ACSR, 
dry/core co-axial) 

Seamless pipes 
Diesel locomotives 
Soiar/renewable energy equipment 
Earthmoving equipment 

III Witches 
Clocks 
Timepieces 

Group C 

All Other capital goods. 


Sources: DGTO and BICF. 
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by 0.9 per cent.'’*’ It is now apparenf that 
imports have hit domestic production and 
led to a shrinking of the domestic market 
for indigenous capita] goods manufacturers. 

A more disaggregated consideration of 
production growth rates, presented in 
Appendix Ihble A>5, suggests that while most 
capital goods industries experienced a 
deceleration in growth from the late 1970s 
onwards, some were particularly hard-hit. 
Thus industries making sugar machinery 
and metallurgical machinery as well as those 
pr<}ducing equipment and accessories for 
electrical machinery, and rubber and pla.stic 
accessories, all experienced negative output 
growth from 1977-78 to 1983-84. Others such 
as those manufacturing boilers, paper 
machinery and pulp, chemical and pharma¬ 
ceutical machinery, sutionary diesel engines, 
motor starters, showed a dramatic decelera¬ 
tion in growth rates. All of these industries 
have been hit substantially by import 
competition—as shown in Thblc A-4, general 
industrial machinery and machinery specia¬ 
lised for particular industries such as sugar 
and met^lurgy, accounted for around half 
the total value of imports of capital goods 
since 1980-81. 

Particular machinery producers have 
found that liberalised imports have virtually 
wiped out domestic demand for their pro¬ 
ducts and made continued economic via¬ 
bility problematic. Thus the rubber machi¬ 
nery manufacturers, who experienced a 
decline in output of 22 per cent in 1985-86 
over the previous ^re now operating at 
a rate of capacity utilisation of 20 per cent. 
The makers of textile machinery have faced 
a similar crisis, aggravated by the new textile 
policy which encourages the import of 
specialised machinery for making weaves 
from synthetic Hbres. Machine tools produc¬ 
tion has been very badly hit by the massive 
increase in the import of CNC machine 
tools. 

The problem is that increased import 
penetration, far from forcing domestic 
industries to become more efficient in terms 
of cost-effectiveness, may actually help to 
perpetuate the high cost structure in the 
capital goods industries. Thistis because, as 
seen in an earlier section, many of the pro¬ 
blems of higher costs are associated with the 
shrinking or stagnant market demand which 
restricts the ability to take advantage of 
economies of scale in production and forces 
low levels of capacity utilisation both of 
which add to unit costs. If this is the case, 
then increased imports will involve a 
syndrome of lower rates of capacity utilisa¬ 
tion and lower levels of production, in which 
imports, Mting into the domestic market, 
feduoe domestic production, thereby increas¬ 
ing per unit coats and rendering domestic 
Industry less competitive^ which therefore 
leads to more imports. Obviously, to the 
cMcnt that costs are lowered by a fall in taw 
material prices or technological improve- 
merits, this process can be hailed or rrwened., 
B«t import penetration also has impottant 


consequences for the future pattefn of 
investmqpt in R and D and output capacity, 
which will be obviously related to estimates 
of potential future demand. Verdoom's Law 
suggests a positive dynamic relationship 
between output growth and productivity 
growth^'—therefore declining rates of 
growth of output over time must affect pro¬ 
ductivity and consequently also inter¬ 
national competitiveness, in such a situa¬ 
tion, continued openness to imports could 
portend the decline and . closure of many 
industrial units in the capital goods sector 
of the domestic economy. The employment 
implications of-such a process would be 
significant and very negative; particularly for 
the organised sector of the economy. The 
next section discusses these implications. 


Effects on Employment 

It is particularly difficult to make 
authoritative statements on employment in 
Indian industry. This is partly b^use of the 
importance of small scale and unorganised 
employment which often is a significant pro¬ 
portion of total employment in particular 
industries, but also because of the aggre¬ 
gated nature of the available published data 
and the substantial time-lag involved in the 
is.sue of employment stati.stics by the govern¬ 
ment.^^ Nevertheless it is fairly clear from 
such statistics as are available that since the 
mid-1970s, aggregate employment in manu¬ 
facturing has been increasing very slowly 
(certainly at a lower rate than the growth of 
aggregate manufacturing production) and 
recently has even been negative This reflects 
the overall rate of growth of industry but 
also suggests something about the pattern 
of growth, which apparently over time has 
relied less and less on employment of labour 
to increase output. 

Disaggregated data on employment in the 
capital goods industries, provided by the 
Labour Bureau, are presented in Appendix 
Thble A-6. They suggests that in 1977 and 
1978, employment in the capital goods 
industries constituted between 13 to 14 per 
cent of total manufacturing employment, 
around 7.3 lakh persons. Given the rates of 
production growth mentioned in the rarlier 
section, it is unlikdy that this share has 
increased dramatically ia the last 7 years, 
and it is extremely unlikely that the present 
level of employment in the organised sector 
of the capital goods industries exceeds 8-9 
lakh. 

Of course the impact of import liberalisa¬ 
tion of capital goods would not be only on 
employment and output in the caintal gt^s 
sector but ako on the industrial sector 
generally. Obviously if imports affect 
domestic production, capacity utilisation 
and ultimi^y also the flaudal vuddlity of 
capital goods producers, forcing some of 
them to ckMC down, this will have a diicct 
aad sharper aeptive invact oa CB^loynicm. 
But it cowld be aigued that the ef^ on the 
ecoaomyasawholeHatoieoatiVln. la to 


far as the imports of capital goods reduce 
some costs Tor other manufacturers in the 
economy, it may involve greater dynamism 
and employment creation in other areas, 
which could possibly more than counter¬ 
balance the decline in employment in the 
capital goods sector, this must be one 
implicit supposition behind the present in¬ 
dustrial policy measures. 

To see if this is the case it is necessary to 
examine who are the main beneficiaries of 
the liberalised imports of capital goods. It 
is increasingly apparent that a significant 
proportion of such imports are actually 
components and CKO units for the assembly 
of durable consumer goods, which are still 
heavily protected domestically. The most 
obvious examples are colour television sets 
and video cassette recorders, hi-fl equipment 
and personal computers. In so far as the 
newly sprung up assembly units create new 
employment the net effect is still positive for 
employment, but this should actually be 
compared with the potential employment 
generation from the development of in¬ 
dustrial units which could go in for the full 
production of such items, rather than mere 

Appendix Tabu A - 2; Rai rs oi- Customs 
DutvonCapmai GotiDS (,liiiY 1985) 

{per cent) 

Item Total 

Customs 

Duly 


Power generating machinery 
and equipment: 

Steam and vapour boilers 84.8 

Steam and vapour power units 
excluding boilers 84.8 

Engine and motors, non-electric 
parts 84.8 

Specialisc!d machinery: 

Agricultural machinery 84.8 

Tractors 91.4 

Ibxtile machinery 84.8 

Paper mill and pulp 84.8 

Fotxi processing machines 
(excluding domestic) 40 

Metel working machinery: 

Machine tools 84.8 

General industrial machinery: 

Pumps for liquids 90.4 

Other pumps 84.8 

Electrical machinery and 

apparatus: 

EIm machinery for making/ 
breaking elec circuits 84.8 

Elec machinery and apparatus 168.8 

Road vehicles: 

Motor vehicles for goods and 
special purposes 142 

Road motor vehicles 230.9 

Parts and accessories 190.4 

Other lienspon equipment; 

Railway vehicles and parts 90.4 

Ahcnft and associated equipment 90.4 
Ships and flciting structures 90.4 


Source: BICP. 
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assembly. If CKD imports prevent the 
emergence of such producing units, then 
over time their employment impact must bo 
t,:cn as negative. This is also true of vehicles 
assembly, such as in Maruti automobiles. 
The largest volume of import of components 
(compared to other domestic manufacturers) 
substantially limits the domestic employ¬ 
ment impact. Fertiliser project imports 
similarly generate fairly low levels of 
employment domestically because of their 
import-intensity. 

Another category of capital goods im¬ 
ports aie those which actually substitute for 
domestic production. A number of these 
were described in the earlier section- 
examples include boilers, specialised non¬ 
electrical machinery, electrical appliances 
and accessories, etc. The employment impact 
of such imports is unambiguously negative, 
in that they involve the restriction rrf some 
domestic production, and do not lead to any 
additional employment generation elsewhere 
in the aonomy. This is also true of the HBJ 
oil pipeline, which is so import intensive that 
cmplo>-ment creation domestically is limited. 

A third category of capital goods imports 
consists of those which arc either not 
domestically produced or else exhibit 
substantial qualitative improvement over 
whatever is dorncstically available. To the 
extent that these imports reduce costs and 
increase efficiency in other user industries, 
they may help in making such industries 
more competitive iiitcrnationaliy, and con¬ 
sequently contribute to increased production 
and employment over time. But such effects 
are very difficult to estimate at the present 
time because of several reasons: 

(a) It is not known to what extent the lower 
cost of capital goods because of free im¬ 
ports wilt lead to enhanced industrial 
production domestically. I'he overall 
effects on domestic production and 
employment are not likely to be very 
large if demand for industrial goods 
does not grow at a faster rate than at 
present. 

(b) Nor is it clear that the positive effects 
will effectively dominate the negative 
effects of declines in production and 
employment in particular capital goods 
industries which are adversely hit by 
import penetration. 


(cy An impoitant issue is that of the capital- 
intensity of the processes and technology 
which the fresh import of capital goods 
involves. A number of the newer variety 
of capital goods which will increasingly 
be imported, are attractive precisely 
bet^use they imply a dramatic improve¬ 
ment in labour efHciency and pro¬ 
ductivity—CNC machine tools for 
example Similarly a number of the large 
scale project imports (such as the ferti¬ 
liser plants) involve highly capital inten¬ 
sive techniques and production processes 
whidb ^jfquire the employment of a 
small, highly skilled workforce rather 
than a larger number of serni-skilled and 
unskilled labourers. This has major con¬ 
sequences for employment generation in 
that the additional employment growth 
resulting from such investments and 
imports may be rather limited. 

The issue of small scale industrial employ¬ 
ment is also relev'ant here. The high degree 
of vertical integration in many of the plan¬ 
ned projects, as well as the substitution of 
domestic ancillaries by imported ones (e g, 
in the automobile industry) implies a decline 
in demand for ancillaries, components and 
accessories produced by small scale esta¬ 
blishments. These make up an important 
proportion of total employment in these 
industries, although their number obviously 
fluctuates. Increased imports of capital 
goods tends to have been associated with an 
increased demand for imported spares and 
components, which leads to import penetra¬ 
tion even in the small scale sector. Thus 
declines in employment may not be confined 
to medium and large industrial establish¬ 
ments: the small scale sector is also likely 
to be adversely affected. 

This discussion has suggested that the 
relativeiy recent nature of the import policy 
changes, and the substantial time-lags 
involved in the release of employment 
sutistics, make it difficult to draw firm con¬ 
clusions about the impact on employment. 
However, available evidence on import 
penetration and production trends does 
allow for some informed speculation. This 
would suggest that the positive effects on 
employment—both in the short run and the 
medium run—are likely to be fairly small. 


But the negative effects resulting from 
declines in output and investment in the 
capital goods industries themselves may be 
more substantial, and the multiplier effects 
of such declines would also be negative. 
Unie.ss countervailing forces prevail, 
therefore, it is likely that such import 
liberalisation would lead to declines in 
industrial employment over time, although 
it is difficult to quantify such effects at 
present or to be completely confident about 
their extent. 

VI 

Specific (Capital Goods Producing 
('ompanies 

The earlier sections had focused on the 
behaviour of output and employment in the 
various capital goods industries in aggregate 
terms. It may be worth making a slightly 
more detailed examination of the recent 
experience of some important capital goods 
producers, which may provide an indication 
of trends in the industry as a whole. In this 
section four companies are considered; 
Bharat Heavy Electricals Eimited—a public 
sector firm which dominates the market for 
electrical machinery: Lakshmi Machine 
Works Limited—a large scale private com¬ 
pany producing specialised machinery for 
textiles and other industries; Mukand Iron 
and Steel Works—a large scale private pro¬ 
ducer of diverse industrial equipment; and 
Kirloskar Brothers—a private subsidiary of 
an MRTP House, producing mostly non¬ 
electrical and some transport equipment. All 
of these companies come in the list of the 
top 1(X) engineering companies in India, 
ranked according to sales turnover'** and 
they are among the oligopofi.stic producers 
in their particular domestic markets. Thus 
the behaviour of sales, employment and 
capacity utilisation ratios in these industries 
is of particular relevance, as these companies 
should be among the best placed domestic 
producers in terms of withstanding import 
competition. Balance sheet data for these 
companies is only available up to the year' 
1984-85, that is, before the major liberalisa¬ 
tion of imports of March 1985; nevertheless, 
the data are instructive in terms of assessing 
the impact of the partial liberalisation 
process which was underway by around 
1980. 

The data for BHEL., summarised in 
Table 29. show a startling tendency. Net 
imports of the company increased substan¬ 
tially, while the volume of production 
actually declined, over the peri^ between 
1982-83 and 1984-85. Employment also 
declined by 300 persons after 1984-85. WUle 
the .share of imports in total consumption 
of raw materials, components and spares 
fluctuated around 60 per cent, the already 
miniscule share of exports in total sales fell 
further to only 1.5 per cent. But the most 
dramatic evidence is that of the capacity 
utilisation ratios, which showed significant 
fall in almost all the major categories of pro- 


Appf.ndix Tabi.p a -3: Capacity Utilisaiion Ratios in Some Capiiai Goods Industries 
_ (per cent) 


Industry Wright* 1980 1981 1982 1983 1984 


^11 and roller bearings 

0.48 

90.7 

111.1 

83.5 

88.0 

84.0 

Wesel engines (stationary) 

0.64 

44.2 

54.9 

SO.I 

51.2 

53.0 

Power transformers 

1.48 

60.3 

66.2 

55.5 

60.4 

71,0 

EIcciric motors 

0.35 

56.7 

67.7 

68.1 

73.0 

75.0 

Railway wagons 

1.13 

37.3 

56.5 

51.6 

53.6 

5<10 

Commercial vehicles 

1.25 

93.3 

88.6 

85.8 

83.2 

73.0 

Agricultural tractors 

0.33 

99.9 

109.5 

75.7 

80.6 

92.0 

Passenger cars 

Tbtal capital goods 

0.49 

6.69 

57.5 

65.7 

B0.« 

75.8 

88.4 

67.1 

84.9 

6S.t 

81.0 

69.1 


Wore: • Percentage of total manufacturing. 
Source: RBI Bulklin, May 1986. 
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duction even in this three-year period. 
Capacity utilisation ratios of 33 per cent or 
48 per cent in the production of thermal and 
hydro sets, boilers and power transformers 
(aperienced in 1984-85) compare with ratios 
like 200-300 per cent in countries like the 
Republic of ibrrea and ’biwan. The implica¬ 
tions in terms of the higher unit costs of pro¬ 
duction for BHEL are obvious; but there are 
also grave problems in terms of future finan¬ 
cial viability and therefore ultimately 
employment. It is estimated that the order 
books for captive power generation sets and 
setting up electricity generation units are 
empty for BHEL for the nott five years, and 
the export demand for individual items such 
as boilers has also declined because of 
increased costs (related to low utilisation 
ratios). This means that in the near future 
the outlook for BHEL looks fairly grim, 
even though as late as the 1970s, the com¬ 
pany was a flourishing manufacturer and a 
major exporter, continually upheld as an 
example of the success of the import- 
substituting industrialising policy. Its gains 
are likely to be rapidly eroded by allowing 
indiscriminate imports in competitive fields. 
Its present expan.sion plans involve a sub¬ 
stantial outlay on the import of technology 
and equipment, which it is hoped will 
operate to lower unit costs and increase pro¬ 
ductive efficiency, which would make the 
company better able to withstand foreign 
competition. However, given the importance 
of economies of scale and capacity utilisa¬ 
tion ratios in affecting unit costs in these 
industries, it is not clear that the import- 
based investment plans will effectively 
counterbalance the effects of the erosion of 
demand due to competitive imports. 

The situation of Lakshmi Machine Works 
appears to be only marginally better. Here 
again the total level of employment felt bet¬ 
ween 1983-84 and 1984-85 and net imports 
also increased, although not as dramatically 
as was the case for BHEL. Sales, in current 
prices, also declined as did the share of 
exports in total sales. Once again, most of 
the mgjor items of produaion experienced 
declining rates of capacity utilisation (bar¬ 
ring the production of cordihg engines) and 
these rates are in any case very low by inter¬ 
national standards. This company, like many 
other large scale engineering companies, has 
a reasonably import-intensive production 
process, and the share of imports in the 
working capital and components has also in¬ 
creased marginally, to around one-third, in 
the last three years. But the low and declin¬ 
ing levels of capacity utilisation, especially 
for various industrial frames, indicate a 
shrinking market for many of the compare’s 
producu. 

Mukand Iron and Steel Works is a major 
manufacturer of mat^ steel products (wl^h 
ucount for about half of iu output) as well 
•S heavy industrial equipment. It is evident 
that this ccunpany has suffered heavily in the 
racent put u a result of shrinking demand 
for bs pipdiicts—evMencad also in the con- 


Appendix Table A-4: Imports of Machinery and Equipment (1980-81 TO 1983-84) 


Catraory 

Ibtal machinery and tramport equipment 
(Rs crore) 

Rate of growth (per cent) 

Per cent of toul machinery and equipment 
import: 

Power generating machinery and equipment 
Machinery specialised for particular 
industries 

Metal working machinery 
General industrial machinery 
Office machinery and automatic data 
processing equipment 
Telecommunications, sound recording and 
reproducing 

Electrical machinery and appliances 

Road vehicles 

Other transport vehicles 


1980-81 

1981-82 

1982-83 

1983-84 

1820.7 

1980.7 

2572.6 

3173.5 


8.9 

29.9 

23.4 

9.4 

13.0 

10.8 

12.9 

20.5 

24.7 

23.5 

27.7 

7.8 

8.0 

7.8 

6.7 

22.2 

22.4 

18.3 

22.3 

1.4 

1.8 

2.0 

2.1 

2.2 

3.1 

3.1 

4.2 

10.6 

11.6 

9.7 

9J 

4.9 

4.7 

4.1 

3.0 

21.0 

10.7 

20.7 

11.1 


Source: IXiCIS, Monthly Statistics of the Foreign Hvde of India, Voi II—Imports, March 1982, 
1983, 1984. 


Ai'plmji.x Tabi.l a- 5: Growiii Rxif of Seiecled Capital Goods 


Industry 

Weight 

1972-73 to 
1976-77 

1977-78 to 
1983-84 

TVend Rate* 
1972-73 to 
1983-84 

Sugar machinery 

0.1875 

6.48 

-1.99 


Mining machinery 

Metulliirgical machinery (including 

0.0493 

13.99 

13.20 

13.08 

steel plant equipment) 

Chemical and pharmaceutical 

0.0173 


-1.71 

— 

machinery 

0.1051 

IS.06 

3.24 

7.24 

Paper and pulp machinery 

0.0792 

16.19 

4.31 

5.4 

Cement machinery 

0.2066 

41.44 

17.78 

17.01 

Boilers 

0.5422 

17.44 

2.4S 

6.52 

Machine tools 

0.5367 

2.9 

4.32 

4.28 

Printing machinery 


— 

19.68 


Rubber machinery 

— 

— 

11.37 


Diesel engines (vehicular) 

0.0452 

17.51 

8.11 

7.65 

Diesel engines (sutionary) 

0.6857 

13.43 

S.44 

5.87 

Cranes 

0.1235 

13.95 

7.87 

7.12 

Earthmoving equipment 

0.0595 

— 

11.56 

— 

Lifts 

0.0723 

7.21 

4.33 

4.61 

Power driven pumps 

0.2295 

6.42 

7.72 

5.23 

Air and gas compressors 

0.2469 

5.57 

35.07 

18.56 

Ball and roller bearings 

0.4756 

4.37 

5.82 

5.12 

Agri tractors 

0.3308 

15.07 

13.98 

14.08 

Road rollers 

0.0905 

9.92 

37.76 

» 

Domestic refrigerators 

0.1341 

8.77 

21.87 

15.71 

Air conditionen 

0.0138 

9.98 

7.81 

— 

Power transformers 

1.4835 

12.47 

7.23 

7.M 

Electric motors 

0.3521 

9.73 

6.34 

5.54 

ACSR/AAC 

0.0527 

13.73 

-6.15 

— 

Winding wires 

0.2411 

I.6S 

3.97 

3J2 

Win rods for ACSR 

0.2307 

-2.8 

-9.83 

-10.14 

PILC 

0.1456 

9.03 

-0.99 

3J3 

VIR/PVC 

0.1825 

-0.08 

-0.35 

— 

Motor surters 

0.4022 

22.73 

6.58 

11.9 

Graphite electrodes and anodes 

0.01 S3 


14.51 


Railway wagons 

1.1282 

7.86 

5.85 

4.41 

Commercial vehicles 

1.2499 

3.4 

11.07 

8.22 

Cars 

0.4936 

3.58 

4.36 


Jeeps 

0.1448 

3.87 

16.13 

7.18 

Forged hand tools 

0.1617 

11.38 

-6.4 

— 

IVvist drills 

0.1542 

13.81 

2.81 

6.12 

Rubber and plastic accessories 

0.0732 

18.4 

-10.45 

-5.49 


Notr. * Based on semi log regression. 
Source: DID, Ministry of Industry, GOI. 
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version of a Rs 24 million profit (pre-tax) 
in 1982-83 to a Rs 39 million loss in 1984-85. 
There has also been a substantial decline in 
sales in current prices, reflecting an even' 
greater fall in constant prices. Net imports 
have been very large in relation to sales (in 
1984-85 they amounted to nearly one-fourth 
the value of total sales). Once again, the 
capacity utilisation figures present a dismal 
picture—for cranes and rolling mills the 
ratios have dropped significantly over the 
three year period, while for various other 
heavy industrial equipment, the ratio has 
been growing but still remains pitifully 
small. Thus this company has been very 
badly hit by import penetration in the 
martets in which it operates, so much so that 
its future financial viability may be at stake. 
Although it is not itself a very large 
employer, in spite of its large sales size, it 
suggests the difficulties which other 
domestic producers operating in these 
markets may face. 

The fourth company considered, Kirloskar 
Brothers, is also facing economic difficulties 
although these are not as extreme as those 
for Mukand Iron and Steel Works. As 
Ikble 32 shows, pre-tax profit has been 
declining over the three years in question and 
total sales turnover has increased only 
marginally. Significantly, the company 
which was a net exporter over 1982-84, 
exporting around Rs 65 lakh net of imports, 
in 1984-85 this situation was radically revers¬ 
ed and the net imports of the company 
amounted to more than Rs 160 lakh. 
Although the share of imports in total work¬ 
ing capital and components costs has been 
relatively small, this ratio tripled over this 
3 year period to nearly 20 per cent. The 
capacity utilisation figures are, if anything, 
even more abysmal than those described for 
the other companies. The most striking fact 
of all is that although the firm has fairly 
Urge installed capacities for the production 
of sugarcane crushers, ploughs and decor- 
ticators, it has not produced any of these at 
allow this period, presumably because of 
lack of orders. This idle capacity effectively 
implies the closure of part of the plant 
works. For valves and hydraulic/pneumatic 
equipment capacity utilisation has dropped 
dramatically in 1982-85, while the capacity 
for metal-cutting and grinding machines has 
been used at not more than 10 per cent of 
its potential on a one-shift basis, which is 
in any case an underestimate of its potential 
output. 

This brief consideration of four major 
companies producing capital goods sugge.sts 
that these industries were already facing 
major.dcmand problems by 1984-85. These 
problems affected the capacity utilisation 
ratios (and thus per unit costs) as well as pro¬ 
fits and sales. If some of these companies 
continue to make losses then it is likely that 
such problems will also affect repayment 
levels very soon. ThedemaiiJ problems were 
fairly closely related to import penetration 
even before the substantial liberalisation of 
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capital goods imports since early 1985; it is 
likely that these problems will be exacerbated 
by the increas^ inflow of capital goods 
from abroad which has been so marked in 
the last year. The implications for long run 
domestic employment in this sector are 
therefore not at all promising. 

CHniously, the pattern of the last few years 
in a few companies cannot be taken as a pro¬ 
totype for the behaviour of the industry as 
a whole. Nor is it being suggested that the 
pressure of import competition is solely 
responsible for low rates of capacity utili¬ 
sation and other difHculties of these 
companies—many other factors Have been 
at work. Neverthdess it is clear that demand 
problems have been a major factor inhibiting 
production and sales for these companies, 
and the low levels of production have 
themselves contributed to higher per unit 
costs and various financial problems. The 
relationship between declining demand 
and the availability of cheaper import 
substitutes is perhaps too obvious to require 
restatement. 


VII 

Conclusion 

Part II of this paper has attempted to 
assess the impact of import liberalisation on 
production, capacity utilisation and mploy- 
meat specifically in the capital goods in¬ 
dustries in India. It was found that the short 
run impact on production and employment 
in the capital goods industries themselves is 
likely to be negative. Furthermore; since unit 
cost of production in this sector is strongly 
related to the size and growth of the market 
(because of static and dynamic economies 
of scale) limited growth will in turn feed into 
increased costs and thus lower competitive¬ 
ness, so that even in the long run output and 
employment in the capital goods industries 
may continue to fall. 

Of course, it could be argued that this is 
not the ultimate intention of import 
liberalisation measures, and that some short 
run negative impact is pare of the costs of 
creating a more efficient and competitive 
industrial structure over time. There can be 


AHPrNDix Table A-6: Empioyment in Selected Capital Goods Industries 

(Average daily employment, 000s) 


Industry 

Number of Factories 

Employment 


1977 1978 

1977 1978 


Nun-electrical machinery: 

Agricultural machinery and parts 

1008 

990 

35 

36 

Mining machinery and puts 

180 

181 

20 

22 

Boilers and steam generating plants 

564 

<74 

46 

44 

Food and textile machinery 

769 

830 

47 

48 

Other specialised machinery 

407 

401 

20 

21 

Refrigerators, airconditioners, etc 

94 

96 

12 

7 

Other non-electrical machinery 

582 

876 

33 

32 

Machine tools 

740 

740 

48 

49 

Office machinery 

83 

92 

5 

5 

Non-electrical components, etc 

2547 

2712 

146 

148 

Total 

6040 

6614 

323 

301 

Electrical machinery: 

Motors, generators, transformers 

504 

544 

77 

86 

Insulated wires and cables 

201 

202 

22 

23 

Dry and wet batteries 

107 

114 

14 

14 

Electrical apparatus and appliances 

584 

597 

33 

35 

Radios, TVs, etc 

234 

233 

62 

63 

Radiographic. X-ray, etc 

5 

4 

1 

1 

Electronic computer and instruments 

66 

64 

7 

5 

Electronic components 

129 

132 

12 

13 

Other electrical machinery and parts 

349 

364 

22 

23 

Total 

2343 

2490 

186 

172 

'Ikansport equipment: 

Shipbuilding and repair 

117 

126 

39 

41 

Locomotives and parts 

28 

27 

35 

36 

Railway wagons and parts 

97 

96 

93 

95 

Other railway equipment 

27 

28 

7 

6 

Motor vehicles and parts 

677 

700 

101 

107 

Motorcycles and scooters 

162 

178 

16 

19 

Bicycles, etc and parts 

530 

541 

27 

27 

Aircraft and parts 

9 

9 

31 

31 

Bullock and hand caru 

3 

3 

— 

— 

Other transport equipment 

109 

119 

8 

16 

Total 

1898 

1945 

248 

245 


Sourer. AIEI Handbook cfSiatislia, 1985, from Labour Bureau, Ministry of Labour, OOI. 
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no doubt that Indian manufacturing in¬ 
dustry is characterised by high-cost and 
often low-productivity pr^ucers in many 
areas—some of the factors leading to this 
'Situation in the capital goods industries have 
been discussed. And also the need to 
‘restructure* domestic industry so that it is 
ultimately able to compete in world markets, 
is undeniable and pressing'. 

The question, however, is: Is external trade 
liberalisation the best method of achieving 
this aim? It was pointed out in the first 
section that such liberalisation does not 
imply any systematic or planned restructur¬ 
ing of industry, as for example as’has been 
the case even in Japan and the Republic of 
Korea. What it does do is expose domestic 
manufacturing capital to the workings and 
vagaries of the internal market, and expect 
that such market involvement will force 
domestic industry into greater productive 
efficiency. This policy is unusual in that it 
has not been practised by any of the major 
industrial countries actively participating in 
international trade The world market today 
is characterised by high rates of tariff pro¬ 
tection and the rapid spread of numerous 
and ingenious non-tariff barriers, by heavy 
subsidies given to exports and dumping of 
excess produce, and by the domination of 
multinational conglomerates which can 
afford to sustain temporary losses by under- 
pricing goods-in an attempt to penetrate 
particular country markets. This is an 
actreraely adverse environment in which the 
ability of any developing country's manufac¬ 
turing industry to withstand external com¬ 
petition must be very limited. In the 
engineering industries in particular, recent 
world trade has been marked by dumping 
of steel and various heavy capital goods at 
extremely low, unviable prices because of 
over production in the industrial countries. 
In India, there were attempts to flood the 
market with secondhand machinery at 
throwaway prices, until this was recently 
stopped by government order. All this 
indicates that the international market is 
today by no means a competitive one in the 
textbook sense: export prices rarely reflect 
actual costs of production and oflen are 
lower than the prices of the same goods in 
the producing country. 

The possibilities, therefore; of domestic in¬ 
dustries being adversely affected—or even 
wiped out—by a massive inflow of under- 
priced imports cannot be altogether ruled 
out. Even more im^rtant is tlw link between 
output growth and'piroductivity growth, so 
marked in the capital goods industries, 
which requires a growing market (either 
domestic or external) to result in lower unit 
costs over time. Thus, even though industrial 
restructuring is of crucial signiflcance for a 
country like India, it is not at all clear that 
external trade liberalisation and indiscrimi¬ 
nately exposing domestic industry to the pre¬ 
sent international markets will successfully 
achieve this aiib. 

An alternative Kheme could focus on the 


domestic market and building up domestic 
production and employment. This would 
involve the greater productive involvement 
of the state sector—either in agricultural and 
infrastructural investment which would 
boost rural incomes and demand (as well as 
contribute to increased production) or in 
industry where it could indulge in large scale 
high-risk investments which are considered 
necessary. This should also be accompanied 
by a greater degree of internal competition 
and liberalisation—to that end the delicen¬ 
sing processes embarked on by the govern¬ 
ment should be welcomed. A Ugh degree of 
internal competition wilt operate to en¬ 
courage cost-cutting and effective use of 
resources, and may have a positive effect on 
employment generation, especially if it is 
accompanied by incieas^ state investment 
and rural income growth. The overall in¬ 
dustrial growth that is generated by this pro¬ 
cess would also add to aggregate employ¬ 
ment, and over time to greater productivity 
as well. It is worth noting that the economies 
of Japan and Republic of Korea are subject 
to very fierce internal competition but a 
much greater degree of policy co-ordination 
when it comes to the external sector. Any 
attempt at industrial restructuring in India, 
if it is to be successful at raising output and 
employment, should similarly concentrate 
on increasing the level of domestic competi¬ 
tion and at the same time should be funda¬ 
mentally oriented towards building up, 
rather than destroying, the domestic market 
for indigenous manufacturers. 

Notes 

1 See Hughes and Singh [1987]. 

2 The reports of several of these committees 
are listed below: 

Oovemroeni of India [1^5], Report of the 
Committee on Drugs and Pharmaceutical 
Industry, headed by J Hathi, Ministry of 
Petroleum and Chemicals. 

Government of India [1978], Report of the 
Committee on Imports-Exports Policies 
and Procedures, headed by P C Alexander, 
Ministry of Commerce. 

Government of India [1979], Report of the 
Committee on Controls and Subsidies, 
headed by V Dagli, Ministry of Finance. 
Government of India [1980], Committee on 
Export Stmtegy: l9S0s, headed by P Ihndon, 
Final Report, Ministry of Commerce, New 
Delhi. 

Government of India [1980], Report of 
the Committee on Power, headed by 
V G Rajadhyaksha, Ministry of Energy and 
Coal. 

Government of India [1984], Committee on 
Vode Policies, headed by Abid Hussain, 
Ministry of Commerce. 

Government of India [1985], Report of the 
Committee to Examine Principles of a 
Possible Shift from Physical to Financial 
Controls, headed by M Narasimham, 
Ministry of Finance. 

Government of India [1985], Committee on 
Public Enterprises, headed by Arjun 
Sengupta. 
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3 The primary responsibility for Part I lies 
with Singh and for Part II with Ghosh. 

4 See Mahalanobis [1936], Chakravarty 
[1969]. 

5 This model of industrial development was 
criticised at the time (the mid-193Qs) notably 
by vakil and Brahmananda who had put.' 
forward an alternative model of giving 
priority to the development of ‘wage goods’, 

i e; light industry and had advocated 
reliance on the market rather than on an ad¬ 
ministered price and investment hamework. 

6 FOr an up-to-date and comprehensive review 
of the subject, see the special issue of World 
Development, 1984, on technology exports 
of developing countries. 

7 Financial Times, special supplement on 
India, May 12, 1986. 

8 See for example Chakravarty [1979], Raj 
[1976], Nayyar [1978], Patnaik and Rao 
[1979], Patnaik [1981]. 

9 The poor performance of exports has also 
contributed to the current account deflcii. 
The exports volume increased at a rate of 
only 3.6 per cent during 1978-79 to 1979-84, 
compared with 9.4 per cent from 1973-74 
to W8-79. However, the main reason for 
this appears to be the slow-down in the 
growth of world trade. In the earlier S-year 
period, world exports had grown at a rate 
of 4.1 per cent p a, which suggests a crude- 
elasticity of Indian exports to be 2.3. In the 
latter S-year period, world exports have on]y 
increased at a rate of 1.6 per cent p a, which 
still gives an elasticity value of 2.3 for Indian 
exports [M S Ahluwalia, 1986]. However, 
for an alternative view which seeks to 
ascribe the slow growth of Indian exports 
to unfavourable movements in the real 
excharge rate in the 1980s, see Little and 
Joshi [1986]. 

10 This section is based on Singh [1987] to 
which the reader is referred for a fuller 
discu$.sion of the issues raised here. 

11 This issue is fully explored in Brailovsky 
[1981]. 

12 See Singh [1987]. 

13 There is a large literature on this subject. 
For a recent and comprehensive review see 
Addison and Demery [1986]. 

14 See for example Foxley [1983]. 

15 A ‘Greenspan shock’ would involve a rise 
in US interest rates to support a falling or 
collapsing dollar. For a detailed discussion 
of this issue, sec Marris [1986], 

16 The >M>rld Bank [1986] Report regards the 
projected growth of imports in the nanning 
Commission‘s analysis to be too low to meet 
the overall GDP growth target of 5 per cent. 
The Bank, however, is not evidently dis¬ 
mayed by the dri>t service ratio of nearly 
20 per cent. 

17 The advocates of the new economic policy 
favour continuous devaluations of the cur¬ 
rency as an instrument for stimulating 
exports. This is a large subject which cannot 
be entered into here except to note that this 
policy carries with it serious risks of infla¬ 
tion and the tolerance of the Indian public 
for inflation is widely recognised to be very 
low. 

18 Patel [1987], p 229. 

19 Well known expositions of this viewpoint 
include Bhagwaii and Desai [1966] and 
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Bhagwati anJ Srinivasan [197Sj. 

20 Kepori of the Committee to Examine Prin¬ 
ciples of a Possible Shift from Physical to 
Financial Control, Ministry of Finance, 
GOI, April I9S5. 

21 Report of the Inter-Ministctial C'otnmiltce 
on lariff ftolicy for Capital Goods (restric¬ 
ted citculation), New Delhi. GOI, July 1985. 

22 The Directorate General of Technical 
Development (DO I'D) and the Department 
of Industrial Development (DID) have 
together identified a list of ‘thrust in¬ 
dustries' as major areas of high potential 
growth for purposes of industrial policy. 

23 Entrepreneurs wishing to import capital 
goods worth more than Rs 20 lakh arc 
required to establish indigenous non¬ 
availability by advertisement 45 days prior 
to the placement of import orders. For 
others, clearance can be given by the spon¬ 
soring authorities. 

24 Previously they were subject to approval of 
licences for the setting up of new capacity 
and production facilities. 

25 In this connection it is worth noting the con¬ 
flict between various organs of the govern¬ 
ment regarding the import of capital good.s. 
The recettt attempt of the industry ministry 
to impose a ban on global tendering for 13 
capital goods industries, supply of key 
inputs at international prices and raising of 
tariff barriers of Final products, was rejected 
by the Finance and commerce ministries as 
well as the prime minister's secretariat on 
the ground that such measures would be 
overly protectionist and prevent cost reduc¬ 
tion, ^onomic Times, October 13, 1986. 

26 See Edquist and Jacobsson tI984| for 
details. 

27 CSO National Accounts Statistics show that 
the share of imports in total domestic 
availability has been consistently around 15 
per cent for the capital goods sector between 
1974-75 and 1978-79. 

28 The most important of these recent studies 
are World Bank [1984], Edquist and 
Jacobsson (1984], Pillai, Alagh et al [1983]. 

29 See CEl [1986]. 

30 AlEl Staiisiical Yearbook, 1985. 

31 RBI Bulletin, May 1986. 

32 1 J Ahluwalia [19851 has a comprehensive 
empirical examination which supports this 
argument. 

33 Computerised numerically controlled, parti¬ 
cularly relevant for machine tools. 

34 Development Council for Indian Machine 
Tool Industry, Perspective Plan 1983-93, 
New Delhi, 1984. 

35 Ibid. 

36 Association of Indian Engineering 
Industries Data, 1985. 

37 IMTMA, Machine Tool Industry: A 
Strategy for Growth, mimeo, New Delhi 
1986. 

38 See AIEl Statistical Yearbook. 1985. 

39 Economic Times, September 19. 1986. 

40 Indm of Industrial Production, Ikptembcr 
1986. Mote recently the revised index, based 
on different weight!!, shows no major 
decline, but there is still an ab.solute decline 
in the production of selected capital goods 
industries such as machine tools, jute and 
sugar mill machinciy and tractors. 

41 See Kaldor (1975). 

42 Thus 1978 is the last year for which dis¬ 


aggregated data on employment-in the 
capital goods industries in India are 
available. 

43 The CEl ranks of these companies are as 
follows: 

BHEl. - 2, Mulcand Iron and .Steel Works 
- 30. lakshmi Machine Works - 60, and 
Kirloskar Brothers - 61. 

See AIEl, Top Hundred Engineering Com¬ 
panies. New Delhi, April 1986. 
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Industrial Output in DCs Remains 
Sluggish 

INDUSTRIAL production of the industrial 
countries remained flat in the second quarter 
of 1988 for the third consecutive quarter, 
according to data in the November issue of 
International Financial Statistics. Never¬ 
theless, average output was 4.4 per cent 
higher than a year earlier, owing to a strong 
rise in the fourth quarter of 1987. The IMFs 
industrial production index incorporates 
seasonally adjusted data for 19 developed 
countries, using 1980 as the base year. 

Among the major industrial countries, 
Japan showed the strongest second quarter 
gain—10 per cent, compared with the year- 
earlier quarter. Compared with the Hrst 
quarter of 1988, however, Japanese indus¬ 
trial production remained flat. Industrial 
output in Canada also grew strongly in the 
second quarter—by 9.7 per cent, compared 
with a year earlier, and 1^ 2.S per («nt, com¬ 
pared with the preceding quarter. Other 
countries recording higher industrial produc¬ 
tion in the second quarter of 1988, relative 
to a year before, included the United States 
(3.9 per cent), France (2.9 per cent), and the 
Federal Republic of Germany (1.9 per cent). 
Of these, only the United States showed an 
increase (of 0.8 per cent) relative to the first 
quarter of 1988. Second quarter data were 
not available for Italy and the United 
Kingdom. 
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Indian liberalisation’ 

Perestroika or Salaami Tactics? 

H K Paranjape 

It is undoubtedly true that the Indian economy needs liberalisation from the vice-like grip of parasitic, ‘rent’ 
seeking politicians and bureaucrats. This paper takes a retrospective look at the development of economic policy, 
in particular, industrial licensing and monopolies legislation, and practise’over the last two decades. This approach 
lays bare the superficial character of the liberalisation process so far, which is being implemented in .small doses. 
At most this may lead to a minor redistribution of power and incomes between the politicians/bureaucrats on 
the one side and the traders/industrialists/big farmers on the other. 


...the watchword constantly recurs, 
the theme 'emains always the same, the ver¬ 
dict is ever feady and invariably reads: 
“Socialism"! Even bourgeois liberalism is 
declared socialistic, bourgeois enlightenment 
socialistic, bourgeois financial reform 
sociali.stic. —K Marx, The Eighteenth 
Brumaire of Louis Bonaparte (Moscow, 
1977), p S3. 

There are two entirely different methixis 
by which the economic intervention of the 
suite may proceed. 1 he first is i hat of design¬ 
ing a ‘legal framework' of protective institu¬ 
tions. .. . The second is that of empowering 
organs of the state to act- -within certain 
limits-asthey consider necessary for achiev¬ 
ing the ends laid down.... Only the fiisi, 
the institutional method... is long-term.... 
Discretionary decisions (of the second 
type)... are .short-term decisions, tran¬ 
sitory. .. The legal tramework (of the first) 
can be known and understood by the indi¬ 
vidual citizen.. . Its functioning is predic¬ 
table. ... As opposed to this, the method 
of personal intervention mu.st introduce an 
ever-growing element of unpredictability into 
social life, and with it will develop the feeling 
that social life is irrational and insecure... 
(and) the impression that there are hidden 
powers behind the scenes...” The failure of 
governments to accept the institutional 
method i.s due to the fact that “governments 
live from hand to mouth, and discretionary 
powers belong to this style of living—quite 
apart from the fact that rulers are inclined 
to love those powers for their own sake" 
[K R Popper: The open Society and tts 
Enemies, Vol 2, Hegel and Marx (l.ondon 
and Henley) 1977, pp I32-33J. 

THE recent measures of what has been 
called “liberalisation” in industrial policy are 
bringing to fruition the changes which have 
been under consideration and implementa¬ 
tion for quite some time. Business and 
industrial circles in the country have endors¬ 
ed with enthusiasm the measures like 
removal from the scope of industrial licen- 
■sing of a large number of industries and even 
the units which were for a long time excepted 
from such measures, viz, the MRTP and 
1‘ERA companies. The World Bank has 
always advised (he government of India in 
favour of such changes and. ih their recent 
report for the Consortium meeting, they 
appear to have welcomed this continued 
process. 

In the euphoria that has been generated 


in business circles—and those who think like 
them—regarding these measures, and in the 
claim.s of the government's spokes-persons 
of the great and bold changes they are 
making, perhaps a little retrospective look 
at the development of the policy in this 
respect over the last two decades might pro¬ 
vide a small corrective. 

THI- BACKGROIiND 

It may be recalled that the sixties saw a 
very vocal debate between those who felt 
that our development planning had failed to 
ensure the kind of structural changes which 
were implied in the objective of a socialist 
pattern of society, and those who thought 
that it was the measures supposedly oriented 
towards socialism and planned development 
which had created both distortion and ncar- 
siagnation in our economy. Endorsing the 
latter view were some official reports— 
like the one made by the Swaminathan 
Committee'—which suggested a stream¬ 
lining of the prixedures and other require¬ 
ments as well as considerable delicensing. 
On the other side there had been the 
Mahalanobis report^ which supported the 
contention that inequalities had increased 
in the plan era, and the Report of the 
Monopolies inquiry Commission^ which 
established both that the concentration of 
economic power in the organised sector had 
continued to increase, and that trade and 
industry were increasingly resorting to prac¬ 
tices which were clearly against the interest 
of the consumer and the general public. The 
report prepared by R K Hazari"* on in¬ 
dustrial licensing which, among many other 
findings, not only stated that industrial 
licensing had assisted the growth ot some 
Large Business Houses but also that, in fact, 
some of them had succeeded in ensuring that 
the licensing mechanism helped them to pre¬ 
empt capacities and thus to prevent the 
growth of competition in'areas in which they 
were interested. 

THk Dun CoMMiriti 

1'he furore arising out of a partial reading 
of the Hazari study, with focus only on the 
above mentioned finding, led to the appoint¬ 
ment of the Industrial Licensing Policy 
Inquiry Committee (Dutt Committee).' 
This Committee, which was able to make a 


thorough study of the manner in which 
industrial licensing and other related 
instruments (jncluding public nnancial insti¬ 
tutions) had operated, made a number of 
recommendations for a thorough overhaul 
of the approach to industrial policy. Because 
the conclusions of this committee were un¬ 
palatable, in some respect or the other, .to 
almost all sections of the Establishment— 
politicians, bureaucrats and businessmen— 
the Report was not only maligned as a 
negative one which set the country’s 
industrial progress back by quite a few years, 
but even its recommendations were sp^ily 
pushed undci the carpet as soon as it was 
politically convenient to do so. It would 
therefore be useful to briefly recapitulate 
what (he Committee had suggested. 

The approach of the Committee was that 
industrial licensing and various other 
instruments should be used in co-ordination 
in such a manner that the goal of achieving 
economic growth with justice was brought 
nearer. Economic growth must lead to 
greater opportunities for all and balanced 
regional growth. The Committees examina¬ 
tion of the working of the industrial licens¬ 
ing system, the other related controls and 
also the working of the public financial 
institutions had led it to the conclusion that 
there were very inadequacies in the working 
of all these. In respect of industrial licens¬ 
ing, the Committee had firmly concluded 
that the system had failed practically on all 
count!>, whether it was regional dispersal, 
import substitution or preventing concentra¬ 
tion of economic power. Licensing could not 
even ensure the development of industries 
mainly according to plan priorities. 
Moreover, the licensing system could not at¬ 
tain even tts specific objectives. “Licences 
were issued in excess of capacity targets even 
in non-essential industries. Influential 
parties and Large Houses were permitted to 
pre-empt capacities. The follow-up of 
licences was unsystematic and licences re¬ 
mained unimplemcnted for long periods.. 
Moreover, while the necessity to use the in¬ 
dustrial licensing and various other control- 
instruments in a well designed combination 
was realised, “adequate operational methods 
for (the) co-ordinated use of these instru¬ 
ments were never devised”. Therefore “the 
licensing system has not contributed ade¬ 
quately to the attainment of the social and 
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economic objectives of the Industrial Policy 
Resolution and Plans’’.^ 

Limited Use of Licensing 

The Committee however pointed out that, 
with all its defeas, the industrial licensing 
system did have a useful role to play though 
its limitations needed to be borne in view. 
An important conclusion which it had ar¬ 
rived at was that many of the inadequacies 
as well as abuses of the system arose because 
there were no clear-cut guidelines based on 
adequate studies to help individual licens¬ 
ing decisions. Every case then became one 
of ad hoc decision-making with all its con¬ 
sequences. Preparing detailed perspective 
plans for all manner of industries was 
neither necessary nor practicable. In view of 
this, the use of industrial licensing as a 
major and positive instrument should be 
confined to industries in the basic, strategic 
and critical sectors for which detailed in¬ 
dustry plans should be prepared. These 
should be treated as core industries,their list 
worked out for every plan period, and their 
growth as per the plan ensured. Industrial 
licences in these areas should then be granted 
on the basis of such well-worked-oui plans 
and the grant of an industrial licence should 
automatically eresurc the availability of 
essential resources including foreign 
exchange. 

At the other end of the scale, the Com¬ 
mittee contemplated the use of a system of 
reservations and bans for the purpose of 
preventing undesirable developments. Reser¬ 
vations were to be utilised, as was already 
being done to some extent, for protecting 
certain areas for development of production 
by small-scale industry. Here the point em¬ 
phasised by the Committee, reiterating the 
Report of the earlier Karve Committee,’ 
was that, after a certain period of protec¬ 
tion, with proper technical guidance and the 
development of financial and marketing 
facilities, units in the small scale sector 
should be able to withstand competition 
trom large scale units. Thus, reservation of 
certain areas of production was to be for 
limited periods of time; and not indefinitely. 
The Committee obviously envisaged appro¬ 
priate studies to indicate which areas of pro¬ 
duction were potentially capable of standing 
on their feet after a period of protection. 

The use of bans on creating further 
capacities was to be made for preventing the 
de^opment of industries whose growth was 
considered undesirable for a period of time. 
The Committee emphasised that this should 
specially apply to the production of non- 
essential luxury goods which were likely to 
make, large drafts on scarce resources in¬ 
cluding foreign exchange. It was also em¬ 
phasised that such bans should normally 
remain in force for a five-year period. 'nK 
possibility of making short-period variatioiig. 
in the banned lists, the Committee had- 
pointed out, would lead to many pressures; 
and lead to abuses which the Committee had ‘ 
observed in its examination. Bans were also 


to be used for preventing further develop¬ 
ment of large scale industrial units in loca¬ 
tions where there was already considerable 
industrial concentration. Positive guidance 
regarding location could not be given by the 
licensing authority without detailed plan¬ 
ning. For the rest, all that was possible was 
to issue negative guidelines through bans on 
further development of industry in already 
industrialised localities. Of course, the 
Committee also contemplated the use of 
fiscal and other devices for the purpose of 
encouraging the location of industries in 
very backward areas. State governments were 
also expected to take more interest in 
this matter of locational incentives and 
disincentives. 

“Free Licensing" 

The scheme envisaged by the Committee 
thus contemplated a large middle area, and 
the question was whether this should be 
completely delicensed. A suggestion has 
already been made by Hazari to raise the 
exemption limit for industrial licensing from 
Rs 25 lakh to Rs I crore of investment so 
as automatically to eliminate from the field 
of licensing industries whose optimum scale 
was comparatively small. The Planning 
Commission in its Draft Fourth Plan had 
taken the view that the main criterion should 
be the requirement of foreign exchange. 
Where the requirement for capital goods or 
maintenance imports would be high, in¬ 
dustrial licensing should be used. The 
Committee thought that monetary and fiscal 
devices could be used more effectively to 
make the undue use of imports costly and 
thus discourage it. Bans could take care of 
the non-essential or less-essential industries. 
There would however remain a large middle 
area which could be delicensed but for the 
Committee’s view that the Larger industrial 
Houses should, as far as possible, be 
excluded from this area. These houses 
should concentrate on the more difficult, 
and heavy investment, industries. Except for 
the purpose of keeping out companies 
belonging to these houses—and foreign 
companies—licences should be freely 
granted in this middle area. In this area, the 
Committee pointed out, “the licensing 
system will operate essentially as a negative 
instrument, preventing the establishment of 
units by the Larger Industrial Houses, and 
foreign concerns, and leaving the area free 
for development by others. The grant of a 
licence in this area would obviously be only 
a permission and will not carry any approval 
or guarantee regarding the grant of finan¬ 
cial assistance, foreign exchange or other 
facilities!’ 

it.was pointed out that such free grant of 

lugtrial licenses in this middle area “may 
to wrong developments. There might be 
le waste of resources through excess 
ipacities in some industries and inadequate 
capacities in others, the locational balance 
may not be quite what it should be, and 
technology either outdated or ultra-modem. 


unsufted to the pivsent stage of India’s 
development?’ Tlw Committee's studies had 
indicated that the authorities attempted to 
avoid such pitfalls through the use of licen¬ 
sing but largely failed in their efforts. The 
Committee’s conclusion was: "All these 
mistakes can possibly occur in some 
industries to some extent, but these are risks 
inherent in this approach... our review of 
licensing as well as the possibility of improv¬ 
ing the system suggests that the maintenance 
of licensing over the whole area is not 
capable of preventing such mistakes. It is 
also likely to perpetuate a number of abuses 
of the discretionary authority vested in 
government in areas where detailed (in¬ 
dustrial) planning is not possible!’ ‘Free* 
licensing in this area would therefore be “less 
harmful than the maintenance of licensing 
in its present form’’.* The Committee 
therefore reiterated its view that licensing 
should be confined to the core industries for 
which industry plans should and could be 
prepared. 

The Committee had also taken note of the 
passage of the MRTP Bill through parlia¬ 
ment and suggested that it was the provi.sions 
of this legislation which should be mainly 
relied upon for reducing and controlling 
concentration of economic power. Industrial 
licensing could play only a very limited role 
in this respect. 

The Joint Secior 

Another general point about industrial 
licensing policy and government control was 
the necessity to ensure a co-ordinated use of 
regulations such as those over industrial 
licensing, foreign trade, foreign exchange, 
and foreign collaborations, and the policy 
and working of the public financial institu¬ 
tions. The Committee had specially em¬ 
phasised the very useful role which the 
financial institutions as very substantial 
holders of equity in many important private 
sector concerns could play. It had devoted 
special attention to the possibility of using 
what it called the joint sector—covering 
units “in which both public and private 
investment has taken place and where the 
state takes an active part in dir^tion and 
control’’. The financial institutions could 
even insist on converting a part of their Joans 
into equity at a certain stage The equity hold 
by all the institutions could be us^ for ob¬ 
taining proper representation on the boards 
of important private sector units. Thus, in¬ 
stead of merely relying on formal controls, 
the state should attempt to bring about ap¬ 
propriate changes in the working of impor¬ 
tant industrial units through their nominees 
on the boards of directors of such concern. 
Such use of the joint sector could ensure that 
the management of the industry was con¬ 
ducted according to the overall policies laid 
down by government, so that public interest 
and not merely private profit would guide 
the opoation of the large industrial upder- 
ttkingi In the private sector. The Committee 
thought that this instrument, if properly 
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could ^ tu oiM# dTective-'in bring- 
ing i^ut desirable changes in the working 
of industries than industrial licensing. 

DUTT Report Repudiated 

/ 

Thus, at the very time when, as a r esult 
of many social, political and economic 
events, the whole question of an appropriate 
policy for the next phase of I ndia’s planned 
development was being debated, and when 
the government of India under Indira 
Gandhi was thought to be taking radical 
steps to alter the economic structure of the 
country, a well-worked-out basic approach 
to managing industrial development had 
been put forward by the Dutt Committee. 
The approach was one which supported a 
genuinely radical restructuring of industrial 
ownership while, at the same time, ensuring 
healthy and balanced regional growth, the 
growth of small scale industries and also the 
growth of very large units through the u.se 
of the joint sector approach. Simultaneously, 
the scope for discretionary controls was to 
be drastically reduced so as to eliminate not 
only unnecessary and wasteful delays in 
decision-making but also minimise the 
possibility of political and administrative 
corruption. One would have thought that 
such a well-worked-out overall approach 
being suggested by a body which was 
thought to be carrying the'support of im¬ 
portant personages in the government—the 
chairman was a former foreign secretary and 
known to be trusted by the prime minister, 
and one member was known to be a leftist, 
a radical, and was soon to be inducted into 
the cabinet for a crucial portfolio—-would 
have been strongly endorsed and applied in 
practice Looking at the recommendations 
which had h'cn made by other bodies such 
as the Administrative Reforms Commission,* 
the Planning Commission and R R Hazari, 
it could easily be said that there was much 
basic commonality in the changes and im¬ 
provements which were being suggested in 
the scheme of industrial licensing and related 
controls; and this, while vigorously suppor¬ 
ting a radical restructuring of ownership and 
control over industry. 

But this was not to be. The Report of the 
Dutt Committee raised a hornet’s nest 
among all sections of the Establishment. It 
was dubbed as “a gutter-inspector’s report" 
by a former minister for industries. Big 
business was up in arms against ideas like 
the convertibility clause and the joint sector, 
and it was alarmed by the idea of the larger 
houses being increasingly asked to confine 
themselves to the core sector, and that also 
under a “joint sector’’ organisation. That 
such an approach would enable the existing 
large units to expand, and others to come 
up at optimum scales of output, and that 
they would be managed by the professional 
managers who had grown up in the private 
sector, though under the supervision of a 
joint sector l)oard, had obviously little ap¬ 
peal to the spokes-persons of the larger 
industrial groups. That this approach would 


also iaiiply virtual dellcensftag in a vast area 
of industry also appeared to make little dif¬ 
ference: (Piously the real interest of those 
who controlled big business lay in continu¬ 
ing thdr exclusive control over management, 
and the various advantages which they could 
obtain through it. While they passed resolu¬ 
tions against the abuses of the control 
system, they were obviously confident of 
being able to manage to get their way. The 
bureaucrat and the politician were also 
interested in continuing a large discretionary 
area of regulation which would have been 
substantially curtailed under the kind of 
approach which had been suggested. Why 
this integrated franiework was set at naught 
can therefore be easily understood. 

Of course, with the many expectations 
which the Dutt Committee had aroused and 
also the overall euphoria of radicalism, the 
government could not just repudiate the 
recommendations of the Committee. That 
part of the Dutt Committee's work which 
related to the manner in which the licensing 
mechanism had been ‘used’ by certain large 
hoases for their own ends had received 
maximum public attention. The government 
adopted the age-old device of appointing a 
commission of inquiry (the Sarkar Commis¬ 
sion) tu probe into some of the.se cases, 
especially about Birla concerns.'" Thus 
having provided itself with a testimonial for 
its anti-big- business credentials, the govern¬ 
ment could go ahead on its own way to 
subscribe to the recommendations in general 
while making them ineffective in practice. 
“Government has accepted the recommen¬ 
dations” was the usual refrain of the govern¬ 
ment press note" about the decisions on in¬ 
dustrial licensing policy. But the operational¬ 
ly most important aspects were either not 
accepted, or so modified that they could 
not—mid did not—.serve the purpose which 
was contemplated. The approach that there 
should be a list of core industries for which 
detailed industry plans should be prepared, 
and that the Larger Indu.strial Houses and 
foreign concerns should mainly concentrate 
on the development of such industries, was 
accepted. So also the concept of the joint 
sector. The idea about reservations of cer¬ 
tain industries for the smalt scale sector 
being systematised was also accepted. But 
there were important modifications. 

Regarding the large middle area, where the 
Dutt Committee had recommended what 
they called/nee licensing—i e, except for the 
limited purpose of keeping out the Larger 
Industrial Houses wherever possible—the 
government decided that in all these cases, 
licence application from other than larger 
houses “shall be given special consideration 
and shall be issued liberally, except where 
foreign exchange implications necessitate 
careful scrutiny”. This left the field open for 
virtual continuation of industrial licensing 
in its full rigour. Licence applications even 
for this area from Larger Industrial Houses 
were also to be considered, but with the 
proviso-'‘where such expansion is necessary 


to develop to a minimum economic level 
which would ensure greater cost efficiency”. 
Instead of thinking of the whole approach 
to the Larger Industrial Houses in an 
integrated manner, it was merely stated that 
“the provisions of the MRTP Act will be 
thken into account”. Regarding the small 
scale sector, no mention was made of the im¬ 
portant point made by the Committee that 
the reservations should be looked upon as 
temporary protection, and that the small 
scale units should be ecpected to be able to 
do without such protection after a certain 
gap of time. The only point made in the 
government press note was that the reserva¬ 
tion will be applied "wherever production 
in this sector can be expected to grow to 
adequately meet demand”; there was no 
mention of cost or quality. Regarding the ac¬ 
ceptance of the joint sector concept in 
principle, it was announced that in future 
there would be a greater degree of participa¬ 
tion in management particularly at policy 
levels. Regarding the use of the convertibility 
clause—a recommendation which had 
aroused the most controversy—for past 
loans, the institudons were to use discretion 
to negotiate conversion only in cases of 
default. In other ca.ses, provision for con¬ 
vertibility was to be made in the loan 
agreements. No clear statement was made 
about the use of the mechanism of the joint 
sector to ensure the working of large private 
sector concerns according tu the plan and 
in public interests, in place of the use of 
many regulations and controls from out.side. 

It can thus be seen that, the government 
refused tc accept an integrated approach to 
controls and assistance relating (o the private 
industrial sector which would have helped 
to ensure the structural changes regarding 
ownership and management control which 
were so much spoken about, while at the 
same time removing a large area of vexatious 
and delaying regulations which had been 
seen to lead to many abuses. By keeping the 
whole area of discretionary controls alive, 
the life of the regime of controls was further 
extended under the garb of radicalism and 
streamlining. The many measures of gradud 
"liberalisation” taken over the last eighteen 
years would have been largely unnecessary 
if such a logical and integrated approach had 
been adopted in 1970 itself. 

Tut <.'oRE Sector- afpendi.x l 

As mentioned above, the government 
accepted the idea of a core sector, and even 
a list of such industries was announced in 
consultation w ith the Planning Commission. 
The main objective of formulating such a 
list was that, for this core gri»up. detailed 
industry plans were to be prepared, and all 
further development was to take place 
accordingly. These industries weie also to be 
given the m^imuin priority regarding the 
availability of scarce resources so that their 
development took place as per the plans. 
Industrial licensing in their case was also to 
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be guided by these plans. The list was ob¬ 
viously carefully prepared. Targets were set 
only for the core industries (numbering 3S) 
and, for the others, the Planning Commis¬ 
sion specifically pointed out the distinction 
in the following words: “Definite targets are 
proposed to be fixed only for industries in 
the “core” sector. In order to ensure the 
fulfdment of these targets, finance, supplies, 
and other facilities would be made available 
to them on a priority basis. For the remain¬ 
ing indastries, estimates of requirements and 
production have been projected in consulta¬ 
tion with industrial associations and other 
interests. These projections do not represent 
targets or ceiUngtf'^^ (emphasis added). But 
as no detailed industry plans came to be 
prepared, there was no question of a real 
distinction being drawn in the matter of 
industrial licensing between the core sector 
and the remaining large industrial sector. 
Moreover, the government also decided that 
all projects involving an investment above 
Rs five crore were to be treated as belonging 
to the “heavy investment sector”, and this 
latter was to be equated to the core sector 
regarding the grant of licences. Thus almost 
the whole industrial sector remained subject 
to discretionary decision-making. 

Larger Houses 

About the Larger Industrial Houses, the 
government had acc^ted the criteria for the 
classification of industrial units belonging 
to such Houses as evolved by the Dutt Com¬ 
mittee. It was also stated that, as changes 
would take place, additions or deletions 
would be made by the Department of Com¬ 
pany Affairs. It had already been recognised 
that, with the abolition of the Managing 
Agency System in April 1970, a major 
criterion used by the Dutt Committee no 
longer existed. There was, of course, the con¬ 
cept of “inter-connected undertakings” 
introduced in the MRTP Act. This could 
have provided a more firm basis for such 
classification, provided that some agency 
pursued this matter vigorously, as very 
detailed investigations and analyses would 
have been required to maintain up-to-date 
information about inter<onnections and, 
where necessary, prove these before judicial 
bodies. Unfortunately, the general power to 
pursue such investigations was conferred 
under the MRTP Act only on the govern¬ 
ment; and the government never set up a 
capable mechanism for this purpose. The 
MRTP Commission could only pursue such 
an investigation in respect of cases referred 
to it; and even here the matter could not pro¬ 
ceed far due to the Commission's own un¬ 
willingness to pursue it.’’ The result has 
been that, by and large, the classification 
about the Larger Industrial Houses has 
essentially remained where it was left by the 
Dutt Committee. This is obviously not very 
satisfactory, noting the fact that the data 
used by the Dutt Committee related to the 
y«r 1965-66. 

If the government had seriously con¬ 


sidered giving up the use of liceasing powers 
for the very targe “middle area”, it could 
have taken the logical step of using the 
MRTP Act for the objective of curbing 
concentration of economic power, and 
delkensed all but the core industries. It did 
not do sa Thus the Larger Industrial Houses 
now came to face two sets of regulations 
when they wanted to set up an industrial unit 
or to expand an existing one: those under 
the Industries (Development and Regula¬ 
tion) Act and those under the MRTP Act. 
In fact, the government went one step fur¬ 
ther by deciding in 1973 to include in the 
l.arger Industrial Houses all groups whose 
total capital assets exceeded Rs 20 crore— 
the limit prescribed in the MRTP Act—as 
against the limit of Rs 35 crore which had 
been used by the Dutt Committee. As 
machinery values had gone up since 1965, 
a more logical course would have been to 
raise the limit further above Rs 35 crore. 1 his 
would also have helped to limit the restric¬ 
tions under the MRTP Act to a few really 
large business groups which represented real 
concentration of economic power, 'fhis 
method would have hit the really large 
groups, leaving others alone. Suggestions to 
this effect had been made to the Select C'om- 
mittee on the MRTP Bill.''* But, as a part 
of the appearance of radicalism and anti- 
big-business approach which the government 
wanted to flaunt, not only were such sug¬ 
gestions not accepted but in 1973 it was 
decided that “the definition of largci 
industrial houses to be adopted for licens¬ 
ing restrictions should be in conformity in 
all respects with that adopted in the MR'I'P 
Act, 1%9". By adopting a lower limit of 
assets, it was claimed that there would be 
“a more effective control on the concentra¬ 
tion of economic power”. But the result 
merely was that the number of Houses, and 
therefore the companies, which would have 
to be excluded from the non-core sector 
increased further. The number of applica¬ 
tions to be considered under the MRTP Act 
(Sections 21 and 22) also increased signi¬ 
ficantly. Detailed scrutiny of all such ap¬ 
plications under the procedure prescribed 
began to delay the disposal of applications 
even further. The furore caused by this 
helped the government in deciding not 
merely to take an increasingly liberal ap¬ 
proach in the matter of applying the provi¬ 
sions of the MRTP Act for curbing con'cn- 
tration of economic power but also to 
exclude, wherever possible, Ihe open and in¬ 
dependent inquiry through the agency of the 
MRTP Commission. Inquiries by the Com 
mission would have made it difficult for 
purely discretionary—and not always 
objective—decisions to be taken as, with a 
system of open inquiries and public reports, 
discretion would have been difficult to use 
in a blatantly partial or unreasonable man¬ 
ner. Probably the government never intended 
to use the machinery of the MRTP Commis¬ 
sion for ali, or even the most important, 
ca-ses arising under the MRI'P Act. The fact 
that the number of such cases would have 


been very large—an inevitable consequence 
of keeping the assets limit low—came in 
handy. The government therefore did not 
refer even 10 per cent of the cases arising 
under Seettons 21 and 22 of the MRTP Act 
(setting up new undertakings and substan¬ 
tial expansion) to the Commission. The 
Sachar” Committee which examined the 
whole matter in 1978 commented upon this, 
and recommended that all important cases 
should invariably be referred to the Com¬ 
mission. The government not only did not 
do so but, during the last decade, has almost 
ceased to refer any cases about concentra¬ 
tion of economic power to the Commission. 
Thus the possibility that the decisions on 
industrial licensing cases relating to the 
larger houses would cease to remain purely 
discTctionary remained unfulfilled. It is of 
course possible that the big business groups 
also preierred discretionary decisions by 
government to those being taken after open 
public inquiries! 

Similarly, even though “dominant” under¬ 
taking was an important concept in the 
MRTP .\ct and continued to be used in 
industrial licensing polity through this whole 
period, little effort was mad'* continuously 
to keep track of product dominance, and 
make the situation publicly known from 
time to time. In fact, the product cla.s.sifica- 
tion which was announced by the govern¬ 
ment under the MRTP Act aggregated!'' so 
many what w*)uld normally be termed as 
independent products that a number of 
undertakings which we'-c earlier considered 
as dominant—aiio registered as such—came 
to claiiii that they were no longer dominant. 
On the other hand, it was quite obvious that 
the concentration of economic power 
represented by such dominant undeitakiogs 
was limited to a particular field of produc¬ 
tion; and the resulting economic power was 
qualitatively different from that represented 
by the larger Industrial Houses. But the 
government hardly made any distinction bet¬ 
ween the two categories of undertakings 
which were icgistcrcd under the MRTP Act, 
and this created quite unnecessary dif¬ 
ficulties for the comparatively ^mall under¬ 
takings which were dominant in a particular 
product. 

The MRTP .Act has continued to be on 
the statute book; but the idea of using it to 
bring about a i adical rcstruct uring has been 
put in cold storage. Section 27 of the Act 
which provides lor the bieak-up of monopo¬ 
ly concerns if such a course is found to be 
in public inteie.st has remained a dead let¬ 
ter. Sections 21 and 22 have increasingly pro¬ 
vided merely one more hurdle for bu.sines$ 
proposals, but there is little that is different 
in the scrutinv or the outcisme. The MKl P 
Commission has. for ail practical purposes, 
now become the Trade Practices Commis¬ 
sion, with hardly any role for it in curbing 
monopolies or reducing concentration of 
economic power. And the joint sector con¬ 
cept has been stood in its head, with private 
and public sectors jointly investing in most 
‘private sector’ projects, but with decrcas- 
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ing insisl^encc on convertibility of loans in¬ 
to equity, with no clear role for the represen¬ 
tatives of the financial institutions on the 
bdards of private sector concerns in guard¬ 
ing public interest, or even in preventing siich 
toncerns from becoming ‘sick*. Thus the 
final outcome of the Dutt Committee 
recommendations and the government’s pro¬ 
fessed acceptance of them has been almost 
a total zero. No wonder that the officially 
published Guidelines for Industries have 
long ceased to make any reference to that 
Committee or the government’s decisions on 
its recommendations. 

gradual LIBBRAI ISATION 

The nature of the revised approach to 
government’s policy towards the private 
sector—once the ultra radical and populist 
phase was over—was set out in the “In¬ 
dustrial Policy: Government’s Decisions’’ 
announced on February 2, 1973. The .steps 
which have been taken since then can be said 
to be mainly by way of gradual extensions 
of the steps towards liberalisation set out 
then. There arc a few exceptions—but of 
these, later. 

The concept of core industries, with the 
particular overtones which the Dutt Com¬ 
mittee had given to it, underwent a basic 
change even in 1973. There was no longer 
any idea that there would be detailed 
industry plans for such industries, and that 
the “cor^’ would go on changing according 
to the requirements of the particular five 
year plan. In 1973 it was stated that the 
intention in making amendments to the 
licensing policy was to provide clarity which 
would help the investment climate and 
facilitate the priorities and production ob¬ 
jectives in. the Fifth Plan. But when 
publishing the consolidated list of industries 
which were open to the l.arger Industrial 
Houses, no mention was made of the idea 
of detailed industrial plans, and licensing 
decisions being related to such plans. What 
was attempted was to include in the list “the 
core industries of importance to the national 
economy in the future, industries having 
direct linkages with such core' industries, and 
industries with a long term export potential”. 
This list was put in Appendix I of the state¬ 
ment and has come to be known since then 
as “Appendix I list”. It was also stated that 
industries in this li.st would be open to the 
Larger Industrial Houses along with other 
applicants, “provided that the item of 
manufacture is not one that is reserved for 
production in the public sector or in the 
small scale .sector”, larger Industrial Houses 
were ordinarily to be excluded from the in¬ 
dustries not included in this list. Fbreign con¬ 
cerns and subsidiaries and branches of 
foreign companies were also to be treated 
similarly. The Appendix 1 list mainly con- 
.sisted not only of the basic, large-investment 
and complex-technology industries but also 
others the reason for whose inclusion in the 
list remains unclear. For example, a general 
item “scientific instruments” was included; 


so also “synthetic detergents”. The list has 
been added to and modified since then .so 
as specifically to Include certain items which 
have become important since then (e g, alter¬ 
nate energy systems, turbines, optic fibers, 
energy efHcient lamps, personal transport 
vehicles, electromedical instruments, 
industrial laminates, high technology 
reproduction and multiplication equipment, 
and carbon and carbon products). Otherwise; 
the position continues as set out in 1973.'^ 

Small Scale Sector 

The government’s earlier announced ap¬ 
proach of encouraging “competent, small 
and medium entrepreneurs’’, pt^erring them 
to Larger Industrial Houses and foreign 
companies in the setting up of new capacity 
and also in the production of anciilaries 
“wherever feasible and appropriate’* was 
reiterated in 1973, and this has continued. 
Changes since then have taken the form 
mainly (i) of raising the investment limit for 
distinguishing small scale from other in¬ 
dustrial units, and (ii) of modifying the list 
of articles reserved for production in this 
sector. 

The investment limit had been put at 
Rs 7.5 lakh (for ancillary industries, Rs 10 
lakh) in 1973. This was raised in stages to 
Rs 10 and Rs 15 lakh (1975), Rs 20 and Rs 25 
lakh (1979), and Rs 35 and Rs 45 lakh (1985). 
An important modification specifically laid 
down in 1980 states that to qualify as a small 
scale unit, the unit should not be “a sub¬ 
sidiary of or owned or controlled by any 
other undertaking”. What is not clear is, how 
this condition can be enforced in practice 
without a major investigative machinery and 
procedure. 

Another peculiarity about the policy 
towards the small scale .sector is also worth 
noting. The criterion is purely in terms of 
the investment made in plant and machinery. 
The idea behind the policy of specially 
assisting the small scale units surely is not 
only that the owners are likely to be smaller 
entrepreneurs—though, as stated above, 
there is no mechanism through which this 
can be checked-but also that, in a poor 
capital-scarce economy with a great deal of 
unemployment, capital saving and labour- 
intensive technology should be encouraged. 
The presumption is that the use of such ap¬ 
propriate technology is more likely in sm^l 
scale industrial units. But unless, in respect 
of particular lines of production, this can 
be established on the basis of a proper 
investigation, all that may continue to hap¬ 
pen is that capital intensive technology is 
used, only the process is broken up into what 
may be legally—and only legally—a number 
of separate units. A premium is thus put on 
somehow keeping the investment figure in 
a unit producing a reserved item below the 
exemption limit. In terms of spread of en¬ 
trepreneurship, or providing more employ¬ 
ment or larger output through higher out¬ 
put/labour and output/capital ratios, there 


may be no advantage. Moreover, it is also 
well known that many small scale units treat 
their employees badly, produce indifferent 
quality goods—which can be quite dangerous' 
when the items relate to eatables, drugs, elec¬ 
tric appliances or machine parts like chaff 
cutter blades—and do not pay ai^ attention 
to pollution effects. But reservation to small 
scale units has become a kind of 
sacred sphere which is not investigated or 
questioned. 

One reason for this state of affairs is that 
decisions about reservation of particular 
items—and any additions, deletions or 
modi Fications-are taken at their discretion 
by officials without any formal investigation 
or open justirication which can be examined 
and questioned. Earlier, the proposals wer^ 
put only by the development commissioner, 
small scale industries, who apparently 
reported to a Standing Committee on 
Rc.scrved Items for the Small Scale Sector. 
In 1984, an Advisory Committee was con¬ 
stituted “with a view to determining the 
nature of any article or class of articles that 
may be reserved for exclusive production by 
the ancillary or small scale industrial under¬ 
takings”. But it is a purely official body, with 
very busy officials as members, and whose 
examination and decisions are, like all of¬ 
ficial committees, not open to the public. 

The notifications issued once or twice a 
year about the changes in the reserved list 
show a great deal of chopping and adjust¬ 
ment. Usually, the modifications in the 
formulation regarding a number of items 
take the form of throwing the more sophisti¬ 
cated (or the more profitable?) sub-items 
open for the larger units For example, 
among the items dereserved, one Hnds 
automotive fan-belts and hypodermic 
needles (1982), nail cutters (I), electronic 
cigarette lighters, flash guns, hearing 
aids(l986), table fans, pickup cartridges, 
rear-view mirrors (auto) and cycle dynamos 
(1987). In the item ‘confectionery’, one finds 
modincations made more than once, Enally 
excluding from the scope of reservation, 
chocolates, toffees and chewing gum (1987)1 
In any case, here continues to be another 
major area where, in the name of pursuing 
very acclaimable objectives, vast discre¬ 
tionary powers remain vested in the 
government. 

Banned lists 

The Dutt Committee’s idea of regularly 
publishing lists of items which would be 
banned for further licensing for, normally, 
a five-year-period was not accepted 1^ 
government. The idea of ‘banned lists' itself 
was initially kept in suspense from 1970. It 
was however stated that “government will 
watch the situation as it develops and will, 
through appropriate aaion, discourage the 
undue flow of resources into the esmblish- 
ment of manufacturing capacity for non- 
essential or luxury goods, or into industries 
which would exert undue pressure on sup- 
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piks of rehthely scute raw materials, com¬ 
ponents, etc”, llw suspension continued till 
1971 and it was then stated that government’s 
study showed that "the suspension of the 
bani^ lists (had) not resulted in undesirable 
high investments in various sectors nor any 
significant pressure (was) being felt on scarce 
raw materials". It was therefore decided to 
dispense with banned lists for the future. 
Thus, no clear indication that no further 
capacities were to be created in certain 
industries of low priority, especially if they 
could create a draft on scarce resources, 
especially foreign exchange, was to be given. 
Full scope was thus given for case-by-case 
discretionary decision-making. 

Dei irtN-siNCi 

One specific step taken in 1970 to reduce 
the number of applications under the 
industrial licensing system was to raise the 
limit of investment in new industrial projects 
not subject to industrial licensing from the 
earlier Rs 25 lakh to Rs 1 crore. But, as usual 
in bureaucratic decisions, a large number of 
provisos were also mentioned. Thus, not 
only were units belonging to the l.arger 
Industrial Houses (later, MRTP Companies) 
and foreign concern$(later, F'PRA Com¬ 
panies) not entitled to this facility, but also 
those whose total investments exceeded Rs 5 
crore. This latter condition in effect meant 
that all sizeable concerns—and not merely 
those which represented very large concen¬ 
trations of economic power—were made 
subject to industrial licensing, whatever the 
nature and size of the expansion propo.sed 
by them. 

Any proposal relating to an item reserved 
for the small scale sector or the public sec¬ 
tor (under the Industrial Policy Resolution 
of 1956) was of course not entitled to such 
exemption. IWo new categories of units, one 
which were governed by special regulations 
such as those in industries like coal, textiles, 
milk (later also malted) foods, edible oils 
and nmaspati, leather, and alcoholic drinks, 
and two, some ‘other articles’ were also not 
to be entiUed to this exemption. These 
categories were later formalised as Schedules 
IV and V respectively. The latter consisted 
of items regarding which it was felt that 
enough capacity already existed but, instead 
of the strughtforward approach of a 
‘bann«l’ list, what was done was to except 
these items from deiicensing, the idea being 
again that the government could decide the 
matter on a case-by-case basis. 

Moreover, the exemption was also not to 
be available for ai^ units which required 
foreign exchange exceediitg Rs 10 lakh or 10 
per cent of total proposed investment for 
capiOd goods imports, and more than 
marginal foreign exchange for maintenance 
imports. The government also made it clear 
that there would be no commitment to pro¬ 
vide foreign exchange for maintenance 
imports. But in 1973, specific limits about 
the foreign exchange requirement were laid 
down, emeding which the exemption was 


not to be available Thus, instead of relying 
mainly on fiscal devices such as import 
duties for discouraging or eliminating units 
which were in the less essential categories, 
and required too much foreign exchange, 
industrial'licensing was to be used for this 
purpose. 

The subsequent changes in thc.se provi¬ 
sions have been mainly in the form of 
(i) increasing the limits, and (ii) additions 
and deletions in the lists. The basic exemp¬ 
tion limit was raised to Rs 3 crore in 19^0 
and to Rs 5 crore in 1984. These were fur¬ 
ther raised in 1988 to Rs SO crore (for loca¬ 
tions in centrally declared backward areas) 
or Rs 15 crore (for locations in non¬ 
backward areas but outside the urban limits 
of large cities and towns). The foreign 
exchange limit was gradually raised and, in 
1988, it has been raised to 30 per cent of “the 
\alue of ex- factory production from the first 
year of commercial production". 

An important and new element was 
introduced in 1976 by delicensing any unit 
which would be set up on the basis of 
indigenous technology either developed by 
the laboratories under the CSIR, or one 
approved by the Department of Science and 
Technology. Another similar principle 
introduced in 1982 ■ .’as regarding deliccns- 
ing for the production of equipment meant 
for the exploitation of alternate energy 
source such as .solar energy, wind power, 
biomass, or tidal power. Additional produc¬ 
tion lor export was exempted from further 
licensing in 1981 provided that the whole of 
the production above the licensed capacity 
was exported. This facility was made 
available also to MRTP and FERA com¬ 
panies. The only exception in this export 
exemption was regarding items teserved for 
the small scale sector. This restriction has 
also later been removed. 

The lists of items exempted from licensing 
as also those excepted under Schedules IV 
and V have gone on changing from time to 
time. The exemption list has usually been 
expanding while the changes in the latter two 
lists appear to show no clear pattern. The 
position now is that there is a list of 82 items 
(1987) which have been dclicensed. This list 
is not applicable to MRTP and FHRA cont- 
panies. The MRTP .Act was amended in 1982 
to provide for the central government exemp¬ 
ting industries which it considers to be of 
high national priority from the provisions 
under Sections 21 and 22 of the Act. A list 
of such exempted industries was announced 
in 1983, though deiicensing in respect 
of thc.se—applicable also to MRTP 
companies—followed only in 1985; and that 
also not for five among those. The list of 
such MRTP exempted industries has been 
added to since then and the announcement 
about their delicen.sing has usually followed 
later. This list contained 20 iteiris in 1988. 
Schedules IV and V have now (1988) been 
replaced by a common excepted items list of 
27 items (instead of a total of 56 items 
earlier). 


L(x:ation 

Certain locational incentives and disineeq-. . 
tives have always been a part of the licens¬ 
ing priKcss. As mentioned earlier, the Dutt - 
Committee had suggested that, except in the ' 
coie sector, locational indications should. ; 
only take the form of an announcement of 
banned locations, i e, locations in which nd .' 
further establishment of industrial units or < 
expansion of existing units were to be per-' > 
mitied. It was felt that the instrument of 
licensing could be used negatively in this ! 
manner so as to avoid regionally unbalanced 
industrial growth and metropolitan conge*- 
tion. For helping the growth of particular > 
backward locations, a system of incentives . 
had been recommended. The government., 
as mentioned earlier, decided not to make . 
any iTsc of banned lists; similarly it did not 
announce any banned locations. But loca- . 
tional considerations gradually began to be 
introduced in the prcKess of deiicensing. For 
example, the deiicensing regarding the cotton 
spinning units was to he available only if the 
location was in areas other than towns with 
over 10 lakh population (1975). In 1979, 
when exemption from licensing for woollen ' 
vain units below 200 spindles was announced; 
the exemption was not to be available if the 
liKaiion of the unit was within the standard 
urban area limit of a city with over 1 million 
populuiioii, or if it was within the municipal 
limit of a town with over 5 lakh population. 

In 1981. such limitation regarding deiicens¬ 
ing was made generally applicable to all 
exempted items. It was also decided that 
spccitil consideration would be shown to 
industrially backward areas and also to 
industrially ^ckward .states. 14 states were 
included in this category and also all union 
territories except Delhi and Chandigarh. In 
1782, the *no-industry .district’ concept was 
introduced, with the decision that these 
would get overriding preference in licensing. 
This decision was probably better than the 
earlier one about ‘backward states’, for that 
would have excluded whole states like 
Bengal, Tkmil Nadu, Maharashtra and 
Gujarat from securing new industrial 
licences. But the 1982 list also did not have 
a single—what was called ‘qo-industryV- 
district from Andhra Pradesh, Tamil Nadu 
and Maharashtra. The approach also 
ignored the possibility that, due to historical 
reasons, the areas covered by districts were 
in no sense uniform in all states. The . 
inevitable result was that states tended io 
break up some of the existing districts so as 
to carve out new no-industry ones. Thus one 
now finds a number of districts in this 
category which did not exist in 1982! 
Whether giving overriding priority to all no- 
industry districts was itself a wise decision 
is questionable.'** Areas which had not at¬ 
tracted any large scale industry at all would 
ordinarily be such that industrial location 
there may pose some special difficulties. 
Some of these handicaps would be remov^le; 
such as the tack of an infrastructure; others 
would not. Some states have been attemp- 
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ting to build up necessary infrastructure in 
some of> the industrially undeveloped 
districts. A decisive step in that direction 
has been taken by the decision taken in 
Jun»1988 to develop a hundred growth 
centres throughout the country over the next 
Hve years. The idea is to select such loca¬ 
tions in backward areas which have a good 
potential for attracting industries. It is pro¬ 
posed that they would then be endowed with 
infrastructural facilities of a high order. This 
is a far better approach than the earlier one 
of merely giving preference to liKation in 
any no-industry district. Similarly, the deci¬ 
sion to clearly demarcate the urban areas 
where specific disincentives in the matter of 
Jelicensing are set (no delicensing if the pro¬ 
ject is located within SO kms of the periphery 
of cities with populations exceeding 25 lakh, 
or 30 kms with populations between IS and 
25 lakh, or IS kms with populations between 
7.S and IS lakh, and the standard urban area 
or municipal limits for the remainder) is a 
clear improvement on the earlier limits set 
for the purpose. A further step for locational 
incentives has been taken (1985) with the 
decision that the export obligation of 60 per 
cent imposed on MRTP and PER A com¬ 
panies if they took up the manufacturing of 
items falling outside Appcndi.\ I industries 
is to be reduced to 25 pet cent for districts 
included in categories B and C of backward¬ 
ness (from 50 per cent decided in 1983), and 
the export obligation would be done away 
with if the location is in category A districts 
(no-indu.stry districts and special regions) (it 
had been reduced to 30 per cent in 1983). 
locational incentives have thus been built- 
in the licensing restrictions, and especially 
in the items deliccnscd. 

RECUS1 RATION 

A point .worth noting is that all units 
which are deiicensed are expected only to 
register with the authorities concerned with 
that particular industry such as the DCTTD, 
or the Ibxtile Commissioner. The registra¬ 
tion is obligatory and has to be done by the 
undertaking before it commences produc¬ 
tion. The Dutt Committee had pointed out 
that the registration procedure itself had 
gradually become so elaborate that it was 
almost like industrial licensing, and involved 
both delay and harassment. It was therefore 
suggested that the registration procedure 
should be so simplified as to eliminate these 
difficulties so that registration should serve 
only the real purpose of registration, viz, 
that information was available for statistical 
purpose. It appears however that there con¬ 
tinues to be a lack of clarity about this mat¬ 
ter even though the government’s approach 
as announced continues to be that registra¬ 
tion is not meant to serve any purpose other 
than statistical. Thus, in 1982, it was stated 
that, even in the registration of undertakings, 
preference would given by the registering 
authorities in tne same order of priority as 
■is observed in the grgnt of industrial licences: 
(i) no industry districts; (ii) notiOed 


backward districts or areas in backward 
states, and (iii) notified backward districts 
or areas in other states. In 1983, it was stated 
that the registering authorities had powers 
to refuse registration if they were not in con¬ 
formity with the locational policy. While 
there can be no objection to this last pro¬ 
viso, one cannot quite sec the logic behind 
the priority in registration when the units are 
supposed to be deiicensed, except if they are 
being located in not-permitted locations. 

ReciUI arisaiion and Automatic 
Expansion 

A very major and persistent part of 
the process of liberalisation has been to 
recognise actual production capacity if it is 
higher than the licensed capacity—post 
facto—or to permit diversification or 
addition to capacity without any specific 
examination or permis-sion. Already in 1966, 
diversification up to 25 per cent of the 
licensed capacity for the production of new 
articles was permitted so as to ensure fuller 
utilisation of capacity. In 1970, it was 
decided that diversification up to 25 per cent 
(by value) was to be permitted provided that 
the articles to be so produced were allied to 
the licensed item and involved the same 
technique, and provided also that not less 
than 50 per cent of the capacity was used 
for the production of the article which was 
originally licensed. 1'hc diversification was 
to be so carried out as not to involve installa¬ 
tion of additional plant and equipment ex¬ 
ceeding 10 per cent (in value) of that already 
installed, or Rs 10 lakh (whichever was less), 
and no foreign exchange was required for the 
import of raw materials or components. 
Such diversification was however not per¬ 
missible for the Larger Industrial Houses, 
foreign companies, or companies whose 
assets exceeded Rs 5 crorei 

"As a major step to ensure fuller utilisa¬ 
tion of capacity and to push up industrial 
production as well as to increase the avail¬ 
ability of consumer goods” it was decided 
that additional production was to be permit¬ 
ted in respect of a number of specified 
industries (1972). If the industrial licences 
.specifically mentioned a single or double 
shift basis, the capacity was to be redefined 
in terms of the maximum utilisation of plant 
and machinery and up to 100 per cent ad¬ 
ditional output (instead of the 25 per cent 
normally permitted) was to be approved. But 
this permission was not to be used for items 
reserved for the small scale sector, or for 
those reserved exclusively for the public 
sector. Regarding the MRTP and FERA 
companies, the permission was to be given 
only on a special application. The idea being 
to utilise abeady existing capacity more fully, 
this facility was to be available only for 
existing units and not for new units which 
were yet to come up. In that sense, it was 
different from delicensing. 

As a further measure of ‘rationalisation’, 
it was announced in 1975 that capacities in 
many cases were still not clearly based on 


maximum utilisation basis. This was to be 
done so as to ensure fuller utilisation of 
capacity, especially in important industries. 
A special speedy procedure was announced 
for dealing with such cases. 

In 1978, it was notified that all iicencees 
were to produce their registration certifipates 
"for entering therein the productive capacity 
of the said undertaking”. Obviously this was 
due to the realisation that, with all the 
changes and concessions announced from 
time to time, the whole concept of licensed 
capacity had become some what nebulous 
and the capacity of each undertaking needed 
to be clearly specified. 

In the period after 1973, the liberalised ap¬ 
proach to licensed capacity has taken the 
form of permitting diversification or crea¬ 
tion of ‘marginally’ extra capacity through 
the replacement of obsolete equipment, and 
then regularisation of the extra capacity 
which might actually have been built up to 
leveK much higher than ‘marginal’. Thus in 
1974-75, diversification was permitted to 
units producing certain machinery items into 
other machinery items, or for those produc¬ 
ing certain types of electrical equipment or 
steel castings into other types, but within the 
overall licensed capacity. A list of industries 
was also announced in which medium entre¬ 
preneurs could set up extra capacity based 
on indigenous equipment and raw materials, 
and also utilise all the installed capacity 
‘without limits’. But MRTP and FERA com¬ 
panies could use such a facility only if they 
agreed to dispose of the extra output in ac¬ 
cordance with any directions which the 
government might give (!).Replacement of 
obsolete equipment and modernisation of 
plant was to be permitted even if this resulted 
in increasing the capacity beyond what was 
licensed. But it had to be approved, though 
under a special procedure. Except for ‘domi¬ 
nant’ undertakings, expansion of S per cent 
per year or 25 per cent for the Fifth Plan 
period as a whole was to be permitted above 
the authorised capacity. 

In 1980, it was again stated that, in many 
industries, the productive capacity endorsed 
on the original licences or even as amended 
might not reflect the full productive poten¬ 
tial of the unit. Capacities might have in¬ 
creased due to technological improvements 
or increased productivity. To help maximise 
production, such capacities were to be 
recognised "on a selective basis”! The con¬ 
cession of 25 per cent automatic expansion 
over a five year period announced in 1975 
was now extended to a larger group of 
industries. It was also decided that in im¬ 
portant industries such as metalluigy, prime 
movers, electronic equipment, dry. cell 
batteries, GLS Lamps, bicycles as weil as two 
and three wheelers, substantial expansion 
was to be freely permitted if no additional 
machinery was required to be installed. But 
this facility was not available for items 
reserved for the small scale sector, and to the 
MRTP and FERA companies. In My 1982, 
on account of what was announced as the 
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"productivity year", expansion of capacity 
without a licence was to be freely permitted 
in items'other than those reserv^ for small 
scale industries and those included in 
Schedules IV and V. This facility was to be 
available only if the concerned undertaking 
had already achieved 94 per cent of the 
licensed capacity in any of the five Tinan* 
cial years preceding April 1, 1982, the addi> 
tional capacity being limited to the highest 
production which had been achieved in any 
of the preceding five years. This facility was 
to be available to the MRTP and FERA 
companies only if they were not dominant 
,in the particular line of production, and that 
too only in Appendix I industries. Balancing 
equipment was to be permitted to be 
installed provided the increase in capacity 
did not exceed 25 per cent. The concession 
(1980) regarding the licence being endorsed 
for a capacity equal to highest production 
reached was further enhanced in 1982 to pro¬ 
vide for an addition of 1/3 to the actual pro¬ 
duction reached. And if the unit again at¬ 
tained higher production, the licensed 
capacity was again to be enhanced to the 
level reached plus one third. 

A policy announcement in 1984 was sup¬ 
posed to remove all constraints on produc¬ 
tion to the maximum possible extent so as 
to give a production orientation to the 
economy. Such a facility was to be available 
to the MRTP and FERA companies only in 
a number of essential items such as commer¬ 
cial vehicles, pa.ssenger cars, three wheelers, 
two wheelers (subject to 25 per cent expoi t 
obligation), automobile components, syn¬ 
thetic detergents, cement, tractors and many 
types of machinery. As usual, articles 
reserved for the small scale were not to be 
available for such free expansion; and the 
facility was also not available to a unit which 
was a 'dominant' undertaking under the 
MRTP Act. The facility, as in 1982, was to 
be available only to units which had achieved 
an output equal to or above 94 per cent of 
the licensed capacity in any of the previous 
flve years. The re-endorsement of the 
capacity was to be limited to the highest pro¬ 
duction in any of the five years preceding 
1984 plus one third. Only balancing equip¬ 
ment was to be added to the plant and 
machinery for creating additional capacity 
to the extent of 25 per cent. The policy of 
such re-endorsemem has been extended from 
time to time since then. First to 1985, then 
for the Seventh Plan period. The facility is 
now available to units who have attained 
80 per cent capacity utilisation. It was 
ratended even to MRTP Companies — even 
if dominance increased—except for specified 
industries in whose case such addition might 
lead to acute shortage of raw materials, 
increase pollution, create severe infrastruc¬ 
tural constraints, “etc” (!) In 1986, the fur¬ 
ther facility “to encourage modernisation” 
was announced that, when old plant was 
bdng replied, additional capacity up to 49 
per cent of the original could be endorsed; 
the limitations were regarding any additional 


outgo of foreign exchange, and about items 
reserved for the small scale sector. In 1982, 
it was announced that, in order to help 
exports, no industrial licence would be 
necessary to fulfil a firm export order “on 
a one-time export basis” (!) Only a permis¬ 
sion from the administrative ministry was 
required. Of course, it was clarified, this was 
not to be used for regular export orders; for 
that, a regular licence would be required ! 

This discussion about the ‘liberalisation’ 
in respect of licensed capacity brings out 
some very peculiar features of the licensing 
mechanism. The basic difficulty in applying 
this mechanism in this respect is that the 
concept of 'capacity' itself is quite nebulous. 
Right at the beginning of the application of 
the lORA, the Planning Commission had 
pointed out the difficulties in calculating 
capacity.'* The Dutt Committee had men¬ 
tioned that a sample survey had come to the 
conclusion that the effective capacity created 
in many industries was much larger than the 
licensed capacity. I'he concept therefore 
remains unclear and ambiguous. “Not only 
are there difficulties regarding the possibility 
of multi-shift operations, but there are also 
difficulties regarding the capacities of dif¬ 
ferent sections, as it is unusual for the 
capacities of all sections in a unit to be 
perfectly evenly matched!’ When licen¬ 
sing capacities, there were no clear assump¬ 
tions about the possibility of sub-contracting, 
and also about the extent of stand-by plant 
which .should be permitted. With all this 
ambiguity, there is no wonder that many 
units actually built up capacities far larger 
than what was licens^ to them. They could 
then rightly claim that output could be 
increased by them without any significant 
additions to plant and machinery. Case 
.studies regarding a number of industrial 
units, and especially about some Birla 
units,made by the Committee had clear¬ 
ly shown how this possibility can be used 
by clever managements to hoodwink licen¬ 
sing restrictions, establish larger than licens¬ 
ed capacities, and then get them regularis¬ 
ed in one way or the other. In fact, this fin¬ 
ding was one of the important reasons why 
the Committee favoured “free” licensing ex¬ 
cept in a small number of core industries. 

The non-acceptance of that approach has 
had the inevitable effect that the facade of 
capacity control with the continuous 
regularisation of what actually existed had 
to continue. The decision to express all 
licensed capacities on a uniform basis regar 
ding operational shifts had been taken by the 
Licensing Committee as early as 1961." 
But this was apparently not actually done; 
and .so we find repeated attempts to 
recognise capacities on a two-shift or 
maximum utilisation basis. Later was 
adopted the approach of recognising 
capacity on the basis of the best production 
obtained, even when it was much higher than 
the licensed capacity, with an addition of 
one-third as an incentive! But, at the same 
time, a condition was usually imposed that 
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such addition to capacity should not involve 
any substantial addition to plant! Automatic 
additions to capacities were only permitted f' 
in driblets like this, while a clear substan¬ 
tial addition would involve elaborate licen¬ 
sing formalities. No wonder that many en¬ 
trepreneurs found it more convenient to 
I uiid up substantial margins when creating 
capacities in different parts especially of a 
complex plant; they were confident of ' 
getting these regularised later. May be this ; 
involved some delay, waste, and probaMy 
palm-greasing. But this was easier than 
going through the full rigmarole of obtain¬ 
ing a fresh licence. 

Thus this whole system of ‘regularisation’ 
put a premium on ‘cleverness’—or mani¬ 
pulative ability. Moreover, it served little' 
purpose. With so much opportunity to the 
existing producers to add to their capacity 
without a full scale scrutiny, there might as ^ 
well have been no licensing for many of these 
industries. No subterfuge like “the year of. 
productivity”, or the importance of meeting 
urgent consumer needs, would then have 
been necessary. And the establishment or 
expansion of a plant would probably have 
taken place on a more efficient techni^ and 
financial basis. 

MRTP AND FERA COMPANIES 

Many of the liberalised facilities were at 
least initially not available to MRTP and 
FERA companies. Many FERA companies 
gradually got out of this difficulty by reduc¬ 
ing the foreign controlled equity to less than 
40 per cent. Many times this meant no reduc¬ 
tion in the total equity held and, in almost 
all cases, the control remained in the hands 
of the foreign company. Regarding MRTP 
companies, the enhancement of the exemp-. 
tion limit, under Sec 20(a) of the MRTP An 
in 1983 to Rs 100 crore (from Rs 20 crore) 
automatically released a number of com¬ 
panies from the MRTP restrictions. There 
has still been (August 1, 1988) no change in 
the exemption limit of Rs one crore for 
'dominant' undertakings under Sec 20(b) of 
the Act, though it appears that it will soon 
be raised to Rs five crore. What has already 
been done is that all the dominant under¬ 
takings registered under this provision have 
been relea.scd from the constraints applicable. 
to MRTP companies under the liberalisation 
policy, except in respect of the item where 
they are 'dominant'. Thus a number of the 
companies which could not benefit from the' 
liberalisation facilities earlier can do so now. 

The increasing use of Sec 22 A to exempt 
industries from the application of Sec 21 and 
22 also serves the same end. 

Broau-Bandino 

A major change,almost an innovation*' % 
in the approach to industrial licensing was 
the introduction in 1983 of ‘broad-banding*. | 
Of course, even earlier, permission to diver- | 
sify in related lines of production in areas J 
like machinery and electronic plant had been f 

2353 1 


• U 



Guiarat- India's Silicon Ualley 



Six Fully Developed Electronics Estates 
In India’s Richest Most Peaceful State. 


Gui arat. 

The State with the highest per capita 
investment in mining and 
manufacturing. 

The State where strikes or industrial 
disputes are very rare. 

GIDC. 

The corporation that has developed 
171 Industrial Estates, offers you a 
choice of six exclusive estates. Created 
solely for units manufacturing 
electronic products. Segregated from 
other industry to ensure a pollution 
free atmosphere. 

GIDC estates are planned estates with, 
fully developed infrastructural facilities 
like roads, water, drainage, electricity, 
banking and telecommunications. 


Plots and Sheds are offered at very 
low down payment. A maximum of 
25% of the then current allotment 
price— probably the best terms you 
can get anywhere in India. 

All units located in these electronic 
estates are eligible for the extremely 
generous subsidy and incentive 
schemes of the Government of Gujarat. 
Make sure you choose the right 
location for your industry. 

Choose Gujarat.... and GIDC. 


Subsidy and Incentives: 
e Capital subsidy @ 30% of 
Fixed Capital investment (FCI) 
maximum Rs. 30 lakhs. 

• Interest subsidy on term loan 
for new units. Upto ZS% of FCI 
maximum Rs. 20 lakhs. 

• Sales Tax Deferment upto 
100% of FCI. For seven years 
from the date of commencemen 
of commercial production. 


Details from 
Marketing Officer. 

I Gujarat industrial Development Corporation 

Fadia Chambers, Ashram Road, Ahmedabad - 380 009. i 

Tel. : 401671 Telex ; 0121-6203 GIDC IN 1 
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givm. But this approach was systematically 
introiddced only after 1983. The permission 
granted by the industrial licences was 
hitherto restricted to particular items which 
were usually specified in detail. This was ob¬ 
viously inappropriate as it did not take into 
account the fact that the same plant and 
machinery, maybe with some slight additions 
and variations, was capable of producing 
various related items of production. Preven¬ 
ting a producer from varying his output so 
as to satisfy the changed mgrket conditions, 
at the same time utilising his production 
capacity fully, was obviously a wasteful 
restriction. It was therefore only appropriate 
that this concept was introduced in the licen¬ 
sing system “with a view to optimise sk 
utilisation of capacity and encourage large 
volumes of production so as to secure the 
benefits of economies of scale and stream¬ 
lining licensing procedures, and to provide 
flexibility to the manu&icturers to adjust 
their product-mix depending upon the 
market demand”. 33 groups of industries 
have been identified for this purpose; these 
include groups like machine tools, motorised 
two-wheelers and three-wheelers, motorised 
four-wheelers, agricultural machinery, elec¬ 
trical equipment, electronic industry, auto 
anciliaries and textile machinery. 

Minimum Scale 

Another important and very appropriate 
concept newly introduced in the industrial 
licensing area has been that of minimum 
economic level of operation. This was 
introduced in 1986. The idea was that an 
industrial undertaking should be encouraged 
to achieve the economies of scale in the best 
possible manner. A list of 72 industries has 
been announced in respect of which expan¬ 
sion of capacities would be encouraged to 
the minimum economic level of operation 
if the existing installed capacity falls short 
of such a scale. Minimum economic scales 
have been prescribt^ for these industries, 
some of the more interesting ones being 
LAB (60,000 tons), STPP (30,OCX) tons), pic¬ 
ture tubes for TVs (5 lakh), VCRsnnd VCPs 
(assembly operation S0,0Q0 and, with 
manufacture of tape deck mechanism, 0.3 
million), commercial vehicles (25,000), 
passenger cars (30,000), synth^ic detergents 
(iOflOO tons) and two-wheelers (2 lakh). It 
has however been stated regarding the last 
item: “where the unit is expected to export, 
the capacity is 3,00,000"! How the minimum 
economic scale can be different in the cases 
of production for the domestic market, and 
of production including exports, it is dif¬ 
ficult to understand. 

In thu context it is interesting to note that, 
only some years back, government was ada¬ 
mant in not giving much importance to 
economies of scale when considering ap¬ 
plications under the IDRA or the MRTPA. 
This author had to write a dissenting note 
as a meniber of the MRTP Commission in 
a case which had been referred to the Com¬ 
mission, that of Bqjai Auto; his plea for 


sanctioning an economic size of operation 
when considering expansion of capacity for 
scooters was turned down both by his 
majority colleagues, and the government. It 
is interesting to note that the plea to sanc¬ 
tion a capacity of 1,00,000 scooters was then 
turned down and only a capacity of 48,000 
sanctioned. This was in 1972.” Now the 
government has thought of a capacity of 
2,00,000 as atqsropriate economic size—with 
one of 5,00,000 for exporting units. In 
another case—Iblerad—the Conunission’s 
recommendation to permit a capacity of 
30,000 each for tape recorders and record- 
players was modified by government which 
oniy sanctioned a capacity of 30,0(X) for 
record-players and 20,000 for tape recorders, 
with an export obligation of 60 per cent in 
record-players and of 40 per cent in 
taperecorders! The Commission had made 
a strong plea that only on the basis of 
economic sizes could such units make head¬ 
way in the export Held. “Mere insistence on 
export obligation is not enough”, the Report 
had pleaded; "what we need is to help 
development of an industry which in terms 
of technology and economics is inherently 
capable of enjoying a strong position in the 
(internationally) highly competitive market 
for consumer electronics”. But government 
was adamant. The then chairman of the 
Electronics Commission stated that govern¬ 
ment wanted to encourage small scale units 
and therefore would not agree to larger 
capacities. This was in 1973-74.” The 
dominant company in this rield, viz, Peico, 
had a licensed capacity of 2.08 million, 
installed capacity of 1.38 million and out¬ 
put of 1.18 million in 1987 for radio sets, tape 
recorders, combination sets and record- 
players! But it took the government a long 
time to think of this economic size concept, 
and some potentially good Indian producers 
had to suffer as a result. 

POLLUTION 

Another aspect of industrialisation which 
has come into prominence in the last few 
years is that of pollution. Government has 
been using the licensing mechanism for the 
purpose of insisting that, in the case_ of 
industries which are likely to affect the en¬ 
vironment adversely, special restrictions have 
to be imposed to prevent such effects. The 
position now is that a clearance from the' 
state government is necessary before an 
industrial licence is granted in the case of 
industries like paper, leather, and various 
types of chemicals which can create en¬ 
vironmental hazards. The union department 
dealing with environment has also to give 
its clearance. As there are no clear-cut 
criteria laid down, and a balance of con¬ 
siderations is involved, the decision is 
discretionary. 

Liberalisation in small Doses 

This resume of the various measures 
which have been taken in the field of 


industrial licensing in the last 18years shows 
how the government’s policy in this matter 
has tended to uke the shape of chopping 
and changing instead of through the pursuit 
of a well defined strategy. While we have 
mainly conflned ourselves here to measures 
relating to industrial licensing, a similar 
story can be told idrout other aspects of 
controls which affect industry viu^y such 
at those relating to imports and exports, 
credit, taxation or capital issues. Mat^ 
examples can also be given of changes intro¬ 
duced from time to time which suggest 
a reversal of or major modiFication in 
decisions taken a short time previously. 
Moreover, one also finds that there has been 
a persistent tendency to make bold an¬ 
nouncements of changes of policy but modi- 
fylhg them with a numbw of conditions and 
exceptions. The many changes announced 
from time to time cannot but obfuscate the 
picture so much that even well organised en¬ 
trepreneurs may find it difficult to under¬ 
stand what exactly the policy about par¬ 
ticular items or particular types of capacity 


What one finds is that the kind of 
liberalisation which could have been easily 
be introduced in respect of a very large area 
of industry in 1970 (what the Dutt Commit¬ 
tee had called ‘the middle area’ has taken 18 
long years to materialise. Even then, the 
necessity to make applications to the con¬ 
cerned government agencies, and to obtain 
sanctions and endorsements, is kept alive 
As mentioned earlier, even registration of 
delicensed units appears to involve pro¬ 
cedures and discretionary decisions which 
result in delay and harassment. While the 
importance of replacing physical controls by 
macro-economic controls has been mooted 
a number of times,'the governmoit seems 
to be even now quite reluctant to accept such 
an approach. As explained earlier, it had 
been suggested in 19M by the Dutt Commit¬ 
tee that the area of discretionary decisions 
in industrial licensing should be minimised 
through detailed industrial planning for the 
most critical industries on the one sid^ and 
the system of bans—for the protection of 
the small scale sector, or for preventing 
undue regional concentration—on the other. 
The bans were also to be used for preven¬ 
ting the growth of low priority industries 
which would take up a;> undue sham of 
scarce resources including foreign exchange.' 
But the government has persistently shown 
reluctance to accept such an approach. TIk 
bans in favour of small scale have shown no 
clear logic, and there has been no insistence 
that they would only be used by way of tem- 
potary protection. While the position is 
better now regarding locational controls as 
well as incentives, there is no doubt that a 
great deal of discretion is left even in this 
matter to the decision-makers, the result 
being that those at the helm can use this 
power to favour locations in areas in which 
they arc politically interested. The Report of 
the Narasimhan Committee which had been 
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appointed to examine the question of replac¬ 
ing discretionary controls by macro- 
economic ones has not been released. We 
have.therefore no means of knowing what 
was recommended. But government has per¬ 
sistently shown its inclination, even while 
taking steps towards liberalisation, of main¬ 
taining adequate discretionary powers in its 
hand so that the politicians and the 
buieauciats cun continue to operate like 
tcll-gate-keepcrs, and grant (and ttveive) 
fas’ours. 

It is true that, very so often, government 
also announces streamlining ot piuceduics, 
with a special inachincty for time-bound 
disposal of applications, i he niachinery 
usually ends up with a top-level eominiitec 
whose incinbcis just c.innoi tind enough 
lime to dispose of the large luiniber of eases 
in the aniiouneed time. Moreovei, the sane- 
tions requited ate so many that vvlialcvci the 
streamlining announced--"t;tsi iiaek” is the 
current term, the industrial uiideiiakings 
find that ihcv have to face long di'lavs and 
trust raiion.-'’ 

Amiiivai 1 Nr 1 viuit i MriNni’ni it s 

At the same time. Iho major objeeiive 
wlneli iinderluv the industrial poliev ap- 
pioach in l‘>70, that of eurbing coiiceiitia- 
iion of cconomie power in private hands as 
a measuie to move towards a soetalisi 
soeielj, has huidiv been tiiilhered. The 
-MKf P Aet and the MKl P fommission have 
g.tadually lost nil real importance, with the 
eommisMon’s aeiion eoneenirated now 
almost entirely on the einbing of unlair and 
resiiieiivc trade piaetice". in eeiiuin limited 
fields. The goveriinieiit continues to have 
considerable power iiiidci the .\el; but the 
concerned de)>artinent in reality operates 
parallel with the industrial uevelopmcnt 
depurimeni, and niamly along the .same 
lines. The convcriibilitv clause has been all 
hut forgotten. I'he joint sector concept has 
been so distorted llial the institutional 
representatives on the boards of directors in 
most cases only fall in line with whatever the 
controlling business gioups want to do. It 
is icvcaling that, in many cases where private 
sceioi units have turned .sick, there have been 
institutional representatives on their boards 
lor quite many years, and they have hardly- 
taken any effective measures to prevent such 
sickness, in fact, the joint sector is coming 
to mean a situation where finance as well 
as support is provided by the public finan¬ 
cial institutions for the benefit of the con¬ 
trolling family groups which increasingly 
tend to be content with having only a small 
equity participation and making their 
incomes mostly out of the control that they' 
exercise over management. The institutional 
directors appear to be indifferent to this 
tendency. 

The concentration of ecpnomic power in 
the hands of large business groups has not 
decrea.sed; it has gone on increasing.” In 
fact, no one in authority, whether in the 


government or ihc Planning Commission 
now gives much importance in this objec¬ 
tive. And the tact that public scctoi finan¬ 
cial institutions hold a very substantial part 
of the equity and contribute even a larger 
proportion of investment rcsouiccs makes 
little difference to the control exercised by 
the big business groups over their empires. 
At the same time, the watchword continues 
to be 'socialism', and the government con¬ 
tinues to swear by the Industrial Policy 
Resolution of 1956 with its insistence on the 
private sector units fitting into “the 
framework of the scK'ial and economic policy 
of the slate" and “subject to control and 
legulation in terms of the Industries 
(Development and Regulation) Act and 
other relevant legislation"; and the statement 
that “it is urgent to reduce disparities in 
inarme and wealth which exist today, to pre¬ 
vent private monopolies and the concentra 
lion of economic power in different fields 
in the hands ol small numbers of indi¬ 
viduals". In fact, thcic is no such effort. Why 
then this anihivalcncc in policy? 

The real pioblem is that those in power 
at Delhi have been caught in a trap ol their 
ow n making. Wanting to cash in on the 
legacy of .lavvaharlal Nehru, and also undei 
the impression—right or wrong is really 
uncertain—that a leftist, anti-capitalist, 
stance pays electoral dividends, they have 
wanted to keep up an anti-big-business 
posture. It is possible that, in the early 7()s, 
Indira Gandhi—or at least some of her then 
advisors—really wanted to bring about a 
radical restructuring in the ownership and 
control of large private sector industry in the 
country. But Indira Gandhi was soon 
persuaded—if that was not her own 
inclination—that without the active par¬ 
ticipation ol the Larger Industrial Houses 
and foreign concerns, the industrial progress 
of the country would be impeded. At the 
same time, Indira Gandhi had found that the 
radical facade which she had maintained 
from 1969 had paid her well in the 1970-71 
elections. Hence the continued two-faced 
policy of keeping the MRTP Act on the 
•Statute-book and making statements against 
big business on the one side, while helping 
them gradually to grow, and not doing 
anything positively to affect their vital 
intere.sis adversely on the other. The short¬ 
lived Janata government was in a similar 
dilemma. By 1980 Indira Gandhi apparently- 
felt a little more emboldened about the 
people-at-large not really being too much 
bothered about anti-monopoly measures; 
hence the more open and frequent conces¬ 
sions by way of liberalisation. 

Rajiv Gandhi probably thought that his 
team could carry the policy of liberalisation 
to its logical limits. But the sharp reaction 
at the Bombay meeting of the AICC in 1985 
probably made him cautious. Hence the con¬ 
tinuance of the two-faced approach; harp¬ 
ing on the Nehruvian legacy, the 1956 
Industrial Policy and ‘socialism* on the one 
side, and increasing scope for monopoly 


groups and foreign capital on the other. All 
cflorts at ‘liheialisainm' since 1973 have 
inevitably been caught up in this dilemma. 
Hence the "iw-o-stcps-foiward. one-step- 
backward" manner of implementing it. 

Nt)l I’l KI;5IROIK\Bi t 
St ICINCi*'' 

This manriei of libeialisaiion in doses, 
soinctimcs small, sometimes large, also 
sclvc^ the purpose of keeping the di.scre- 
tiunaiy pow-ers ol the government largely 
intact. Lvciv lime a basic structural change 
which would lay down clear-cut guidelines 
and rely on niai-ro-irisirunieiit.s has been sug¬ 
gested. those in powci base defeated it. 
Whether it was the Dull (ominittec in 
1969-70, or the Njrasimhan f ornmittec in 
198.3-84. Ilk b'lrcaucias-s makes sure that its 
power and aiuhoniv do not suftcr; and those 
m political authoiiiv agree, for they benefit 
probably even mote as a result. 

It IS undoubtedly true that wc badly need 
liberalisaiioi: fiom the vice-like grip which 
politicians and bureaucrats have come to 
have on our economy. But such liberalisa¬ 
tion has to be a part of a puiposeful struc¬ 
tural change, which will rapidly reduce the 
enormous inequalities in wealth and in¬ 
comes, the unju.si concentration of economic 
prswer in the hands of a tew business groups 
in the organised sector, and the skewed 
distribution of land ow nership in agriculture; 
Only then can the market be expected more 
or less to give the right signals regarding 
what is to be produced; and income distribu¬ 
tion can then take place on the principle of 
“from each accorumg to his capacity, and 
to each .according to his work”. The 'rents’ 
of varioiis kinds whiclt fake away a signifi¬ 
cant part of the national product, and which 
constitute the basis of the high living of the 
top lew, whether in polilics, bureaucracy, 
protesMOiis Ol business will then wither 
awav, and the puce luechaiiisin can be relied 
upon to guide production decisions. 

Without such 'perestroika', relevant in our 
own coniesi, supcificial ‘liberalisation’ in 
small doses will merely mean a little bit of 
redistribution of power, and therefore of in¬ 
comes, between the politician-bureaucrats on 
the one side, and the traders-industrialists- 
big farmers on the other. It will not help sort 
out the contiadictions that continue in the 
economy, and therefore the series of crises 
which ate enveloping it. It may however 
satisly tiic 'aid-givers', whether from the 
W'orld Bank, oi fronr the richer countries 
like the l.'S, West Germany and Japan, from 
whom the Indian government and big 
business are seeking assistance. That perhaps 
is the only real motive behind such Salaami- 
tactics libeialisaiion, 

It is probably nothing but wishful think¬ 
ing to hope that the prs'seni Indian leader¬ 
ship whieli mainly represents what Marx 
called the “third class'' in a pre-capitalist 
transitional socieiy--or their !\'eta-habu raj 
as Raj Krishna had termed it’* -will be 
either intcresicd m or capable of such 
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genuine structural changes. For that to come 
about, a different concatenation of socio¬ 
political forces will have to arise. Of that, 
at the moment, there is no sign. 
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Attracting Foreign Investment: 

Vietnam 

VIETNAM has established new guidelines 
for attracting foreign investment. Money 
is not pouring in yet, but the new law 
represents a signifleant liberalisation from 
previous investment laws. It seeks to pro¬ 
mote manufacturing in the country to 
help eradicate Vietnam’s chronic un¬ 
employment and includes guarantees 
against expatriation of investment capital 
and nationalisation. It also permits tax 
moratoriums for up to two years on joint 
ventures, the repatriation of profits (sub¬ 
ject to up to 10 per cent tak), and indepen¬ 
dent management of foreign-owned 
enterprises. 

Problems remain in attracting foreign 
investment, however. The dong, Vietnam’s 
currency, is weak in the foreign exc h a n g e s, 
having four diffnent exchanp rates at any 
given time, depending on the transaction. 
Although Vietnam has asked the Inter¬ 
national Monetary Ftind (IMF) for 
assistance in stabilising its foreign 
exchange; the country’s cunmey proUems 
are sure to impede investmmt. .Vnother 
problem revolves around import-exrort 
taxes. A companion law designed to ad¬ 
dress this issue is fraught with ambiguous 
language and has yet to be hilly im¬ 
plemented, raising concerns among poten 
tial investors. 

(Multinational Monitor, May 1988). 
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Aspects of Growth and Structural Change in 

Indian Industry 

C P ChandraMkhsT 

After long years of deceleration, the industrial sector has registered rates of growth comparable to the creditable 
performance during 1950-65. While the evidence of the recovery is somewhat not unequivocal, an understanding 
of the factors underlying the recovery would call for a study of some major aspects of growth and structural' 
change in Indian industry over the last four decades. 


THE indifferent performance of the 
agrarian sector during the t980s not¬ 
withstanding, government spokespersons 
and some economists espouse the view that 
India is poised for an economic ‘take-ofr, 
with industry serving as the en^ne lor a new 
era of growth. Optimism of this kind is not 
without basis, since oftlcial statistics appear 
to suggest that, after long years of decelera¬ 
tion, the industrial sector is registering rates 
of growth comparable to the creditable per¬ 
formance during the first decade and a half 
of planned economic development. 

The evidence, however, is equivocal. In 
fact, till recently, the official Index of In¬ 
dustrial Production (Base 1970-71:1:100) in¬ 
dicated that the deceleration in industrial 
growth that began in the mid-1960$ was still 
with us. That index seemed to suggest that 
the creditable 7.2 per cent rate of growth per 
annum recorded between 1951 and 1963 
came to an end with the successive droughts 
of the mid-1960s, after which the economy 
entered a phase of secular stagnation. Bet¬ 
ween 1966 and 1975, the rate of growth of 
the index registered a decline to 4.0 per cent. 
And though the period since then has seen 
a recovery with the figure touching 4.8 per 
cent, the glorious Mahalanobis years were 
not to be equalled. In fact, if we exclude 
mining and quarrying and elearicity from 
the index, and look at the Bgures for manu¬ 
facturing, the decline in growth has been 
steeper, falling from 7.1 per cent during 
1951-65 to 3.7 per cent during 1966-75 and 
3.8 per cem during 1976-85 (Thble I). As has 
been noted elsewhere, this persistence of the 
dccderaiion rendered the first 15 years of 
post-independence dcvelopmeni an excep- 
thmal interlude in an otherwise long history 
of stagnation. Over the quarter century en¬ 
ding 1975-76, the net output of large in¬ 
dustry increased by around 280 per cent, 
which was equal to the magnitude of in¬ 
crease between 1920-21 and 1945-46' 

However, starting from the fact that two 
different sources of information on in¬ 
dustrial production—the index of industrial 
production with 1970-71 as base and the 
more reliable value added figures from the 
Annual Survey of Industries—pointed to 
rather different trends, the government revis¬ 
ed the index to accommodate, ostensibly, for 
changes in industrial structure that have oc¬ 
curred in r«ent years.^ The government’s 
contention has essentially been that the 


earlier index of industrial production, which 
operated with 1970-71 as its base year, failed 
to take into consideration many of the 
critical structural changes which have occur¬ 
red in recent years. Prime among these are, 
first, the rapid growth ot industries like 
chemicals, petrochemicals, garments, gem¬ 
cutting and electronics; and second, the sup¬ 
posed major advance made by the small- 
scale .sector in terms of its share in industrial 
production. While the old index ostensibly 
did not capture these trends, it gave undue 
weightage to ‘sun.set' industries like mill 
produced textiles. Adjusting for these 
developments based on 1980 value added 
shares, according to official statements, pro¬ 
vides a rather different picture of industrial 
growth. The index of Industrial Production 
(Base 1980-81 - 1(X)) shows up a growth rate 
of 7 per cent per year for the six years en¬ 
ding 1985-86, compared to the much lower 
rates of growth suggested by the earlier 
indices (Table 2) 

It needs to be mentioned here that a mere 
change in weights attached to items included 
in the old index would not have resulted in 
any significant change in the rate of growth. 
What is crucial is not the change in the share 
in total value added of a given item as a 
result of a change in base year, but a change 
in value added per unit of output of the item 
concerned.^ The change in the weighting 
diagram for the index with 1980-81 as ba.se 
involved the inclusion of 96 new items, while 
95 others were dropped, which must have 
resulted in an increase in the value added per 
unit of physical output of the more dynamic 
sectors. Further, as far as the small-scale 
sector is concerned, the report of the work¬ 
ing group set up to revise the index itself ad¬ 
mits that the revised series would mainly 
reflect the growth of medium and large sec¬ 
tors of industry, 'as sufficient coverage for 
the small-scale sector could not be achieved'. 
The only area where coverage of the sinall- 
.scale sector has been substantially increased 
is the weaving industry (incorporating the 
rapidly growing powcriooms) 'whose weight 
in the total has been raised from (1.009 to 
0.042. Thus, the strength of the new index 
has to rest on the claim that it is relatively 
more representative of trends in the in¬ 
dustrial sector than the earlier index. But, 
there is no a pri(»i reason to jiccept that con¬ 
tention, and the higher growth rate that the 
new intlex throws up could be because of ar¬ 


bitrary changes in the items covered leading 
to increases in value added per unit of 
physical output in the mote rapidly growing 

sectors. 

Not surprisingly, there are considerable 
dilleiciiccs on the c.mciii to which the earlier 
mdox undetestimated the pace of growth.- 
However, there appears to be some consen¬ 
sus that there has been a modest recovery 
in industrial growth in recent years, which 
the index with base 19'^0 did not capture, 
since evidence from the Annual Survey of 
Industries (as adjusted in 'he National. 
.‘Ucniinis S/ati.Mi<-s of the CSO) for the 
registered manufacturing sector docs show 
up such an increase (’Ihbles 3 and 4). The 
rate of growth of net manufacturing value 
added in the registered manufacturing .sec¬ 
tor, which fell from 7,88 per cent per annum 
over the period 1951-52 to 64-65 to 3.6 per' 
cent over 1964-65 to 74-75, rtjse to 5.18 per 
cent over the period 1974-75 to 1984-85. 'ITiis 
docs consii'ute a signiHcam recovery, though 
the most recent trend rate is still well short 
of the expansion seen in the first decade and 
a half after the launch of planned develop¬ 
ment. However, there does not appear to be 
much ground for the belief that the recovery 
IS to a large extent influenced by the growth 
of small-scale production, since the rate of 
growth of NAS figures on value added in 
the regisicivd and unregistered sectors taken 
together is even less than that in the 
registemi manufacturing sector alone This 
holds true in all industries except for cot¬ 
ton textiles, which in any case was the only 
section of small-scale production adequately 
coveted in the new index. 

1b understand what the factors underlying 
the recovery were, we need to turn our at¬ 
tention to the developments in the industrial 
sector over the four decades since indepen¬ 
dence: The Indian economy at indepemlence 
was characteri.sed by features typical of a 
backward e.x-coloniaI country. It was 
predominantly agrarian, with mining, 
manufacturing and small enterprises con- 
tiibuting around 17 per cent of national in¬ 
come and less than 10 per cent of employ¬ 
ment.-' Within this relatively small con¬ 
tribution of the industrial .sector, that of the 
organised factory sector stood at less thui 
40 per cent and that too from units which 
by contemporary standards were extremely 
small. Above all, going by weights accord¬ 
ed in the Index of Industrial Production, 
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nearly two-thirds of organised sector pro¬ 
duction consisted of traditional activities like 
textiles, food processing and processing of 
agricultural and mineral raw materials, while 
commodities like capital goods and inter¬ 
mediates had still to be procured from the 
international market. Not surprisingly, 
manufactured goods accounted for a large 
proportion of India’s imports, and these im¬ 
ports met 50-100 per cent of the domestic 
demand for many manufactures. In terms 
of product groups, roughly 55 per cent of 
the total supply of capital goods and 27 per 
cent of industrial taw materials in 1950-^1 
were imported.' 

OUJi c iivi.s oi Polity 

'I he principal aim of state policy' was thus 
defined by the circum.stances; vi/. a rapid ac¬ 
celeration of industrial growth, with the aim 
of breaking the barriers to incrc.)scs in pro¬ 
ductivity characteristic of predominantly 
agrarian economics. In the policy pctspcc- 
tive of the time, four initiatives were con¬ 
sidered crucial to realise this objective, l-irst, 
a widening and intensification of piotection 
offered to manufacturing, through an 
across-the-board increase in tariffs and the 
institution of quantitative restrictions on im 
ports. Second, a massive step up in public 
investment, which wmild not only close such 
. infrastructural gaps as could hamper in¬ 
dustrial development, hut also result, directly 
through purchases of commodities and in¬ 
directly through the creation of additional 
incomes, in a rapid growth ot the protected 
home market. In fact, even leading industna- 
lisis like the I'atas, Dirlas, and Pui ushotam- 


T.SBLI 1: R.\U OI (iKOVMH HI IMI 1mm \<>! 
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<.9 

13.ft 

1966-75 
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1976-86 
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Governmeni of India, Minisiry of 
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das I hakurdas, who framed what has been 
termed the ‘Bombay Plan’ for post-indepen- 
dence development, stressed the need fur a 
m>tjar role for the state in industrialisation, 
[bird, a shatp inercasc in the rate of .savings, 
which would be accompanied by measures 
that would channelise these funds to the 
state sevtor (laxaiion) as well as through the 
meditation of the state (financial institu¬ 
tions) lo the private sector. And finally, the 
introduction of a w ide range of controls on 
capacity creation, production and prices, 
winch would ensure that these funds would 
be uiilised in accordance with the 
iincsiineMt-mis spocilied by the strategy of 
indusii ulisaiioii adopted by the government. 

I bus, the framework under which )yost- 
indcpcndcncc industrialisation occurred has 
Isccn described as follows; “in a regime with 
heavy all loiind protection and import con¬ 
trol the govcrnincni was to spearhead invest¬ 
ment ill crucial high-risk sectors (involving 
lumpy investments and long gestation lags), 
while making finance available to the private 
sector (o take .'idvantage of opportunities 
opened up as a consequence of its own in¬ 
vestment and its protectionist policy”.” This 
pcriniticd a considerable degree of dissocia¬ 
tion of industrial growth from the expansion 
of niass-niarkcts, particularly in the rural 
sector. 

As wc saw earlier, this strategy produced 
an unprecedented spurt in industrialisation 
during the 1950s and early 1960s, with im¬ 
port substitution providing a major part of 
the stimulus for growth. According to Jalcel 
.Ahmad, impoit substitution accounted for 
23 per cent of the total outpiil growth of all 
industries over the entire period 1950-51 to 
1965 66.' A detailed study by Bhagwati and 
Desai found that over the period 1951-6.3, 
while three of four indicators showed that 
import subslituiion was negative for ‘all in¬ 
dustries’, they were positive for some sub- 
sectors, with the degree ol import .substitu¬ 
tion being the highest in the 'nvesliiieiii 
goods sector. In fact till l9.*-7, the evtent of 
import substitution was the highest in the 
consumer goods sector, followed by the in¬ 
termediate and investment goods sectoi in 
(hat order. Bui with the launch of the Second 
Plan, matters changed completely. Over 
1957-63, iitiiiort substitution in the con¬ 
sumer goods industries was the lo'west 
followed by the intermediate and investment 
groups. This difference was largely due to 
the emphasis laid on the heavy industrial 
sector in the Second Plan.” 


There were two problems that a state- 
engineered expansion of industry of this 
kind generated. Firstly, it resulted in a high 
degree of disproportionaltiy between in¬ 
dustrial and agricultuial growth. Secondly, 
though it did result in a substantial degree 
of substitution of imports at the final goods 
stage, it set off demands for imports of 
capital and intermediate goods that touched 
India’s scarce foreign exchange reserves.* 
The extent of the dissociation between in¬ 
dustry and agriculture comes through if we 
look at relative movements in industrial and 
agricultural output. While the rate of growth 
of the latter .stood at just around 3.34 per 
cent over the first decade and a half of 
planned development, the former registered 
a rate exceeding 7 per cent overall, and nearly 
10 per cent over some sub-periods. In a 
predominantly agrarian economy, agricul¬ 
tural stagnation cannot but act as a drag on 
industrial growth. To start with, by serving 
as the source of livelihood for nearly two- 
thirds of India’s working population, 
agriculture does constitute a major source 
of demand for the products of industry. 
Secondly, most of India’s traditional in¬ 
dustries like codon and jute textiles, sugar, 
vegetable oils and tobacco, are essentially 
ngio-bascd, rendering their output directly 
dependent on agricultural performance and 
the consequent availability of agricuituial in¬ 
puts. Finally, agriculture remains the domi¬ 
nant supplier of what constitutes the ‘wage 
basket’ in a poor country like India, indif¬ 
ferent agricultural performance can there¬ 
fore constrain the pace of industrialisation 
both directly and by setting off an infla¬ 
tionary spiral that could squeeze profit 
margins as well as force the government to 
opt for deflationary policies aimed at 
holding the price line. While all these fac- 
tots rendered the slow pace of agiicultural 
growth a drag on the expansion of in¬ 
dustry.'" the last of them provided the basis 
for a cyclical process in which “stop-go" 
[volicics with regard to public investment pro¬ 
vided the mechanism for periods of boom 
and reces.sion." 

If these factors did not constrain the ex¬ 
pansion of industry over the 1950-65 period, 
it was partly because of the nature of in¬ 
dustrialisation engineered by public invest¬ 
ment (which was heavily biased in favour of 
non-agrobased industry), and partly because 
of the large imports of food under PL-480 
that helped augment supplies and hold the 
price level.'* Food aid rose from Rs 5.1 
crore during 1951-52 to 1955-56 to Rs 544.8 
crore during 1956-57 to 1960-61 and Rs 853,2 
crore during 1961-62 to 1965-66. Although 
the figure for 1966-67 to 1969-70 is placed 
at Rs 861.6 crore, actual imporu were much 
lower than in the previous quinquennium, 
as after the Indo-Pak war of 1965 the bulk 
of food aid had to be paid for in hard cur¬ 
rency which, given the 1966 devaluation, 
exaggerated the rupee value of imports.'-’ 
Averaging 5-8 per cent of availability, these 
imports did result in subdued price trends 


fvHir 2 - rm-NosiN Indusiriai Proim'< nos 
(Base 1980-81100) 



Item 

1981-82 

1982-83 

1983-84 

1984-85 

1985-86 

■41 

Mining and Quarrying 

117.7 

132.3 

147.8 

160.8 

167.5 

i 

Manufacturing 

107.9 

109.4 

115.6 

124.8 

136.9 


Electricity 

110.2 

116.5 

125.4 

140.4 

152.4 

'k 

General index 

109.3 

1128 

120.4 

1,30.7 

142.1 


-.3 Source: Publications quoted in' footnote I and Government of India, Ministry of Financvv 
Hi Economic Survey, ) 987-88, New Delhi, 1988. 
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in the agricultural sector, which shifted the 
terms of trade against it and in favour of 
industry.'* This provided the basis for non> 
inllitionary growth of industry led by large- 
scale public investment. Over the period 
1950-51 to 1964-65, while real investment in 
the private sector grew at a compound rate 
of just 3.9 per cent per annum, that in the 
public sector grew at a remarkable 13 per 
cent per annum isee Table 5). 

The other effect of state engineered in¬ 
dustrialisation, namely the growing reliance 
on imports, was also visible in this phase, 
leading to a worsening of India’s balance of 
payments position. There is now adequate 
evidence that high levels of protection and 
the Mahalanobis strategy notwithstanding, 
India’s dependence on imports of basic and 
intermediate stage goods increased substan¬ 
tially over the Second Plan period. Two fac¬ 
tors contributed to this trend. First, the fact 
that responding to market signals the private 
sector was increasingly resorting to the pro¬ 
duction of import intensive consumption 
goods consumed by the more well endowed 
sections of the population. It has been 
estimated that the direct and indirect foreign 
exchange cost of non-essential consumption 
amounted to Rs 200 crore or nearly 25 per 
cent of export earnings in 1964-65.’’ And 
second, the government not only did not 
discourage this trend, but starting with the 
1957 foreign exchange crisis, provided 
licences for capacity creation in this sector 
so long as entrepreneurs could Find a foreign 
partner who would finance the foreign ex¬ 
change component of the investment 
involved. 

Thus by the time the drought years of the 
mid'1960s severely constrained India’s 


Industry Group 


Food 

Beverages and tobacco 
Textiles 

Wood and wood products, 
furniture and fixtures 
Paper and paper products, printing 
and allied industries 
Leather and leather products 
except footwear 

Rubber, petroleum and coal products 
Chemical and chemical products 
Non-metallic mineral products except 
petroleum 

Basic metal industries 
Metal products except machinery and 
transport equipment 
Machinery except electrical machinery 
Electrical machinery, apparatus and 
appliances 

Ihinsport equipment 
Miscellaneous manufvacturers 
Net Manufacturers Value Added 


manoeuvrability, a difficult balance of 
payments situation and rising agricultural 
prices were presaging an end to the years of 
high industrial growth. It was precisely at 
this point that the now well documented 
reverse tilt in the terms of trade between 
agriculture and industry occurred, which led 
up to the period when the deceleration of 
industry inevitably began. 

STRIK TURAI. CHANGt 

Underlying these overall trends in 
industrial growth were certain structural 
features which were crucial from the point 
of ^iew of influencing the paitcrii of in¬ 
dustrialisation over the first decade and a 
half. It hardly bears reiterating that, even by 
independence, Indian industry was charac¬ 
terised by a high degree of concentration. 
Besides focusing on this concentration, the 
work of R K Hazari and its elaboration by 
Aurobindo Gliose,' provided a number of 
valuable insights that can be usefully rcfci- 
red to.'*’ The most significant of these was 
the identification of the ‘business group' as 
the representative unit of Indian capital. The 
group in this view consisted of a large 
number of legally independent companies 
operating in a number of related and, mote 
significantly, unrelated areas, controlled by 
a single, central decision-making authority 
and thereby functioning as a co-ordinated 
organi.sation. This meant that besides a high 
degree of product concentration, monopoly 
in India consisted of the predominance of 
a few representative units of capital in most 
areas of industry. 

Even as far back as 1964, the Monopolies 
Inquiry Commission had reported that of 


1951-52 to 1951-52 to 1964-65 to 


1974-75 

1964-65 

1974-75 

4.33 

5.41 

3.26 

5.50 

7.64 

-0.58 

1.87 

2.72 

1.94 

8.48 

14.39 

2.56 

7.14 

8.57 

4.93 

0.23 

5.92 

-10.19 

10.62 

14.4 

6.04 

9.2 

9.88 

8.10 

8.05 

10.87 

4.99 

8.99 

12.16 

3.97 

5.51 

10.12 

1.71 

16.51 

23.24 

4.43 

14.80 

17.41 

10.71 

4.87 

11.94 

-4.47 

10.83 

12.10 

4.05 

6.21 

7.88 

3.6 


a total of 1298 products studied by it, 87.7 
per cent were in the hands of oligopolists, 
with 437 being produced by only one firm 
each and 229 by two firms each.'^ In fact, 
excepting for food products, cotton textiles 
and jute textiles, almost the whole of Indian 
industry was characterised by monopoly, 
duopoly and oligopoly. But that was not all. 
Given the extremely diversified and techno¬ 
logically integrated structure of the business 
group, a few houses tended to monopolise 
most areas through firms under their con¬ 
trol. According to Hazari, in 1958, out of 
22 rudimentary categories of actual business, 
the Tatas as a group were present in 21, the 
Birlas in 25. Bangurs in 19, Thapars in 15, 
JK in 18, Shriram in 7, and so on. As a result 
he found that in most industries, the same 
set of business groups appeared to 
predominate, though each time with a dif¬ 
ferent pattern of market shares.'" 

Given their wide interests and their finan¬ 
cial strength, past performance and ability 
to bear the costs of obtaining information, 
the large business houses have always had 
an edge over other entrepreneurs in a system 
where capacity is licensed with the aim of 
achieving plan targets. Not surprisingly 
therefore, periodic enquiries have shown that 
the government's stated objectives notwith¬ 
standing, these business houses have been 
able to corner a disproportionate share of 
licences issued by the government in all areas 
of industrial activity."' 

But cornering these licences did not 
necessarily lead to the creation of capacity. 
Rather, the business houses have always 
followed a two-fold strategy. In the more 
dynamic areas where profit margins are 
high, the business houses have adopted an 
offensive strategy of obtaining licences, 
establishing capacity and bidding for a 
dominant share in the area concerned. But 
in areas where demand is slowly growing or 
profits lower either because of slack market 
conditions or price controls, they have 
preempted capacity by obtaining licences, 
preventing entry by others, but not trans¬ 
lating their own licences into installed 
capacity. This defensive strategy permits re¬ 
taining earlier bases of monopoly power 
without actually investing in productive 
capacity or helps ensure a foothold in an 
area which can be exploited any time in the 
future when market conditions turn more 
buoyant. 

This preemptive behaviour of the business 
group had a number of implications, lb start 
with, it implied that government efforts at 
diverting investment in certain directions and 
not others, in keeping with the priorities 
defined in its plans, through the use of the 
licensing mechanism, were never realised. “ 
Independent of the licences issued, in¬ 
vestments made and capacities installed 
tended to correspond to market signals. 
With the highly skewed distribution of in¬ 
come in the country providing a lucrative 
maHcet for manufactured luxury consumer 
goods including consumer durables, private 


Source: Computed from figures available in Government of India, Central Statistical Organisa¬ 
tion, National Accounts Statistics, various Issues. 
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investment flowed in those directions. On the 
Other hand, sun.set industries like coarse tex¬ 
tiles, which in the context of trends in in- 
‘come and its distribution were facing a slow¬ 
ly growing market, became the source of 
surplus for investments in other dynamic 
areas, but were themselves deprived of much 
needed investments for modernisation. 

The immediate impact of this situation 
was that productive capacity fell short of 
targets and even actual demand in muiiy 
cases. In response to this the goveinment not 
only resorted to stricter scrutiny of applica¬ 
tion, but also to the practice of “ovcrlicen- 
sing” based on an asscs.smctil of the share 
of approved applications that have “preemp¬ 
tion” as their motive. But given the ra<her 
wide range of films through which the 
businc.ss group could apply for licencc.s in 
any one area, this only led to a spiral where 
the share of preemptive applications and the 
extent of overlieensing incrcu.scs ovei time. 
This whole procc.ss deleated the purpose for 
which licensing was adopted, resulting in an 

TABl.t4: Rsikot OK>ns ril oi Vsii i..Aoin ui.s 
M.ani.IA( rcRiNii Ar 1970-71 Prkis; I975-8.S 
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I'nrcgd 

Food product .s 

Beverages, tobacco and 

5.22 

1.51 

tobacco products 

2.90 

2.43 

Ibxtilcs 

2.95 

5.97 

aj Cotton textiles 
b) Wool, silk and 

1.14 


synthetic librcs 

8.25 


cj Jute, hemp and nicsta 

2.36 


d) Textile products 

Wood and wood products, 

6.49 


furniture and fixtures 
Paper and paper products, 
printing and allied 

O.ll 

4.09 

industries 

Leather and leather 

1.31 

3.67 

and fur products 

Rubber, plastic, petroleum 

5.75 

1.62 

and coal products 
Chemical and chemical 

6.44 

3.86 

products 

Non-metallic mineral 

6.53 

5.91 

products 

Basic metal and 

6.24 

3.57 

alloy industries 

Metal products except 
machinery and transport 

3.48 

5.48 

equipment 

Machinery, machine tools 
and parts except 

2.86 

3.01 

electrical machinery 
Electrical machinery. 

5.71 

6.73 

apparatus and appliances 
TVansport equipment 

9.28 

7.05 

and parts 

Miscellaneous 

8.69 

2.96 

. manufactures 

Net manufactures 

9.41 

•0.18 

value added 

5.18 

4.59 


Source: Computed from figs available in. 
Government of India, Central 
Statistical Organisation^ National 
Accounts Siaiisiics, various Issues. 


implicit breakdown of the licensing system. 

The impact of this investment behaviour 
of the business group was also visible in the 
case of price control. Being In a position to 
preempt capacity as well as having the op¬ 
tion of mvesting in a rather wide range of 
areas, t he response of the business group to 
price control has been thr: of choking off 
production in the areas concerned. Since 
price control inevitably means lower profits 
than could be earned in the manufacture of 
uncontrolled luxury consumer goods and 
their inic'incdiates, the business group has 
mos'. often left units in areas like textile, 
sugar, cement and paper “dormant”, while 
diverting surpluses to more lucrative 
avenues. Thi.s did not imply that the group 
did not obtain licences for manufacture in 
these areas—rather they preempted them to 
an extent where, even with overlieensing, 
there were persistent shortages of coniroi- 
Icxl items. The consequent growth of a black 
matket ssas then used as the iastrument of 
nianocirvrc to get the govc.nment to go back 
ort conirols, cither partially or fully. A 
typical instance of this tendency is the ce¬ 
ment industry whore, prior to parital dceon- 
Irol, inadequate capacities and .shortages 
were a major problem. And even though the 
government was repeatedly issuing licences, 
which were prompils being accepted by the 
leading business groups in and outside the 
cement industry, there was no effort to 
implement these licences till control was 
relaxed. The immediate response to this 
reulaxaiiun was the iiiiplementation ot ac- 
sunuilaied licences resulting in a transition 
of the industry from a situation of shortage 
lo one of glut in the matter of a few years. 

Thus government intervention notwith¬ 
standing, (he growth of (he large industrial 
sector not only corresponded to effective 
demands on the market, but more specifi¬ 
cally to those areas which assured some 
“target" rate of return. However, even in 
I hose areas, given the rapidly diversifying de¬ 
mand for manufactures in the upper income 
groups and the fact that the business group 
had access to a wide range of them, there 
was a tendency to spread the utilisation of 
the inscstible resources of the group across 
a number of areas. At any debt-equity level, 
this tendency to spread ri.sks resulted in a 
specific investment level, which predetermin¬ 
ed the .scales of production. Even though in 
most cases these scales were uneconomic, 
utilising the protection offered by the 
government, business houses chose to 
estabii.sh capacity, resulting in the highly 
uneconomic units operating in a number of 
areas like synthetics, plastic intermediates 
and automobiles.*' This only aggravated 
the tendency towards uneconomic scales 
re.suhing from the practice of dividing 
licences for targeted capacities among a 
number of applicants with the aim of curb¬ 
ing monopoly in an already concentrated 
industry. 

But that is not ail. The tendency of the 
business group to leave certain areas of in¬ 


dustry dromant so long as it did not offer 
some target rate of return, left open a 
number of niches for the small scale sector 
even in areas where it had no technological 
or market sire advantage. Not .surprisingly, 
there arc areas of industry where small scale 
production has tended to proliferate, even 
though that may not be the most efficient 
or cost effective way of producing th' com¬ 
modity concerned. 

This experience no doubt has some sig¬ 
nificant implications for the political 
economy of industrialisation. It suggests 
that, while the state, independent of the 'n- 
terests it represents, has a substantial de' ree 
of autonomy vis-a-m the private corpoi mc 
sector, its ability to ensure investment of a 
kind that goes beyond short-run profit maxi¬ 
misation is limited by the strength of the cor¬ 
porate sector it.self. In alternative situations 
like that of South Korea for example, the 
relative Wfcakncss of private industry has 
helped the state mould the quantum, direc¬ 
tion and nature of industrial investment, 
while providing substantial concessions to 
the private sector. In the Indian case 
howcN'cr, while concessions are not negligi¬ 
ble, efforts at influencing investment 
behaviour have in must cases been unsuc¬ 
cessful. In understanding thi.s difference it 
may be useful to recall that while most of 
South Korea’s industrial leaders were post¬ 
war creations, well befotc independence in 
1947, leading Indian industrialists had sat 
together and formulated a plan of action for 
the post-independence state. It is this fac¬ 
tor that ensured that the relatively high 
growth of the Mahalanobis years notwith¬ 
standing, not only did the acutal pattern of 
production in industry not correspond with 
the planned,^ but also large chunks of in¬ 
dustry tended to be characteri.sed by back¬ 
ward technologies and inappropriate scales. 
These were the features that were to come 
into focu-s when the high growth of the 
earlier years were to give way to a decele¬ 
rating trend. 

THE Public Secior 

The behaviour of the private corporate 
sector and the consequent developments 
with regard to the commodity composition 
of industrial output also crystallised the role 
to be played by the public sector. Though 
the industrial policy resolutions and 
statements with regard to the “commanding 
haghts" role of the public sector suggested 
that it was to play a leading role in industrial 
development, in practice it meiriy adjusted 
to an inevitable residual role in an imtuitria- 
lisation process where market signals and 
private decision making determined the 
direction of growth. Evm if investments in 
the public sector were tailored to the ft- 
quirements of the Mahalanobis model, so 
long as the private sector could not be dther 
guided or coerced into meeting the require¬ 
ments set for it, such investments wObld 
either remain unutilised or its fruits Averted 
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to ait ai which were “non-priority” in the 
persp ctive of the time In which case, its role 
wou'd be that of providing certain crucial 
infrutructural inputs which otherwise would 
hate eitha constrained the pace of industria- 
lis.tiioak or had to be imported, since the 
private sector would have been unwilling to 
invest, given its investment behaviour, in 
areas which involved lumpy investments, 
long gestation lags and low returns. 

The government’s own realisation of the 
supportive role to be played by the public 
sector was reflected in the Third Plan which 
stated that such investment was required 
since “a nuAber of basic industries which 
require large investments and extensive col¬ 
laboration with foreign firms or govern¬ 
ments and which could be undertaken only 
on the assurance of future prospects, with 
no immediate gain in sight, would not nor¬ 
mally be started if reliance was to be placed 
e.itirely on private enterprise!’*’ The state 
therefore chose to play a dominant role in 
th. infrastructural sector, owning in time 
more than 60 per cent of all productive 
capital, 8 of the top 10 units, and employ- 
in;i two-thirds of the workers in the otganis- 
ed sector.^* 

The objectives underlying the creation of 
a public sector influenced its character. At 
the end of financial year 1966, which could 
be seen as the end of the first phase of public 
investment-led growth, steel (40.62 per cent), 
engineering (20.29), chemicals (9.11), 
petroleum (12.22), mining and minerals 
(7.49) and aviation and shipping (4.97) ac¬ 
counted for more than 90 per cent of the 
cumulated investment in public sector pro¬ 
jects. This composition of public sector 
output endowed the former with a high 
capital-output ratio. In addition, this out¬ 
put was till recently sold at prices that in¬ 
dicated the government’s concern for 
offering infrastructural inputs at relatively 
low prices to the private sector. Not 
surprisingly, while the public sector’s share 
in total physical assets increased quite 
sharply over the yifars, its share in produc¬ 
tion increased from around 2.5 per cent in 
1930-51 to only around 26 per cent by 
196S.-66. One concomitant of this tendency 
was an extremely low margin over costs, 
which could easily turn to a loss either if 
costs rose due to overmanning or inefficiency, 
or administered prices were not increased 
fast enough to accommodate changes in the 
costs of inputs. 

Besides carrying the burden associated 
with serving as the supplier of infrastruc¬ 
tural inputs, the supportive role of the state 
is seen in its attitude vis-a-vis the investments 
of financial institutions. By virtue of holding 
through the financial institutions more than 
25 per cent of the paid-up'capital of private 
joint-stack companies, the state was in a 
position to wield considerable influence over 
the private sector. But unlike the case in 
south Korea for example, the control over 
financial resources has never been utilised 
to influence investment decisions in the 
private corporate sector. In faa, the finan¬ 


cial institutions have accepted the yardstick 
of a short run profit maximiser in a pro¬ 
tected market to assess the viability of 
individual projects, contrib'iting to the 
perpetuation of tendencies of the kind noted 
above. 

Industrial Grow th 

Earlier analyses have suggested that two 
factors have been responsible for bringing 
the high growth of the first dccade-and -a- 
half after independence to an unacceptable 
low. To start with, the stimulus arising from 
protection had exhausted itself. This was not 
surprising, since import substitution results 
in a once-for-all increase in indigenous out¬ 
put, Once domestic markets have been cap¬ 
tured by indigenous producers from foreign 
ones, any further growth depends on the 
growth of the market as a whole. 

The element of exhaustion of import 
substitution possibilities come through from 
the available ev idence on import-availability 
ratios.^ By 1965-66 the share of imports in 
domestic availability exceeded 20 per cent 
in only 4 out of 20 industrial groups; 
petroleum products, jiasic metals, non-clcct- 
rical machinery and electrical machinery. A 
large part of this significant but residual 
reliance on imports may be explained by the 
fact that import substitution occurs most 
often only at the final stages of production, 
while dependence on imports for certain 
initial, second and subsequent stage goods, 
where the si/e of the domestic market may 
completely itilc out indigenous production, 
continues. That is, the possibility of 
substituting imports that were meeting ex¬ 
isting domestic demand were extremely- 
limited. 

Trlnds in Public iNvtsiMEN i 

Thus if the rapid pace of expansion of in- 
dustty had to be sustained, public inve.stmetit 
had to grow at an even faster rate than 
before, to balance for the exhaustion of the 
transient stimulus that impqjrt substitution 
provided, in practice capital formation in the 
public sector, which registered a rapid rate 
of increase till the mid-1960s, decelerated 
sharply subsequently and grew at a com¬ 
pound rate of just 3.2 per gent per annum 
in the period till the Iatc-I970s (Tkbic 5). 

Given the role that public investment had 
played in an India-type mixed economy, the 
impact of the deceleration of such invest¬ 
ment was two-fold: first, it resulted in a 
slower growth of the home market and 
therefore a slower growth in the demand for 
products of the private sector; second, it 
resulted in a slowdown in capacity creation 
in certain crucial sectors like power, 
transport and irrigation. The slowdown in 
investment in irrigation obviously limited the 
pace of growth of production in general and 
food grains production in particular. And 
the cut back in investment in infrastructural 
areas resulted in infrastructural .bottlenecks 
whenever the economy, after a good harvest, 
found itsrif on an upswing. The inflationary 


potential that these two sets of bottlenecks 
built into flte economy meant that any boom 
was soon accompanied by an inflationary 
spiral that cut it short by forcing a reduc¬ 
tion in public investment and expenditure 
aimed at holding the price level. 

Short run cycles are thus understandable. 
Rut why was public investment restricted 
over the decade and a half that followed the 
recession of the mid-1960s? The answer 
essentially lies in; (a) the introduction of pro¬ 
curement at cost plus prices as part of the 
new agricultural policy, which set a high ris¬ 
ing ‘remunerative’ floor to open market 
prices that set themselves on an upward 
trend;-' and (b) the fact that, by that time, 
a whole complex of price and budgetary 
policies had limited surpluses earned by the 
public sector, reduced revenues from taxa¬ 
tion and increased current expenditures 
through transfer payments of one kind or 
another to different sections of the popula¬ 
tion. While the latter ensured a squeeze on 
the resources available with the exchequer, 
forcing the government to rely on infla- 

TsBifc 5; GrossDomestu Cxhijai. Formation 
At 1970-71 Prices 


Year 

Total 

Public 

Private 

1950-51 

2379 

530 

1849 

1951-52 

2804 

614 

2190 

1952-53 

1838 

506 

1332 

1953-54 

2127 

588 

1539 

1954-55 

2363 

868 

1495 

1955-56 

3323 

9% 

2327 

1956-57 

42t; 

1239 

3032 

1957-58 

4088 

1464 

2624 

1958.>9 

3382 

1395 

1987 

1959-60 

3741 

1498 

2243 

1960-61 

4523 

1826 

2697 

I96t-62 

4140 

1797 

2343 

1962-63 

4808 

2181 

2627 

1963-64 

5080 

2421 

2659 

1964-65 

5581 

2665 

2916 

l%5-66 

6170 

2846 

3324 

1966-67 

6675 

2574 

4101 

1967-68 

6139 

2635 

3504 

1968-69 

5758 

2397 

3361 

1969-70 

6677 

2373 

4304 

1970-71 

7177 

2773 

4404 

1971-72 

7556 

2957 

4599 

1972-73 

7130 

3135 

3995 

1973-74 

9097 

3738 

5359 

1974-75 

8244 

3517 

4727 

1975-76 

8463 

4433 

4030 

1976-77 

9316 

4920 

4396 

1977-78 

10207 

4184 

6023 

1978-79 

12304 

5012 

7292 

1979-80 

11024 

5309 

5715 

1980-81 

12227 

5576 

6651 

1981-82 

12468 

6124 

6344 

1982-83 

12652 

6238 

6414 

1983-84 

13132 

6139 

6993 

1984-85 

13846 

6842 

7004 

Growth Rates 

1950/51-64/65 

7.0 

13.1 

3.9 

1964/65-74/75 

4.0 

3.2 

4.7 

1974/75-83/84 

5.3 

5.8 

5.0 


Source: Government of India, Central 
Statistical Organisation, National 
Accounls Statistics, Various Issues. 
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stations, for example, need 
primary heat transport pumps 
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country's first submersible pump, 
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jermany; hke the use of computer 
iided design and simuttfion tests. 
IS well as sophisticatad new 
BChntques m duality control Alt of 
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ncreasing reliability and efficiency, 
insuring that KSB pumps operate 
It very niah MTBF (Mean Time 
between Failure) 

Yn Even today. KSB remain 
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tionary means of financing for stepping up 
plan outlays, the former set ceilings on the 
pace of growth of public outlays in order to 
moderate inflationary pressures. One way in 
whi£h this problem could have been cir- 
cumv^ted wa.s lo resort to large imports of 
essentials aimed at holding the price level. 
However, this precisely was the time when 
worsening relations with the US led to a 
tapering off of P L 480 aid, while the dif¬ 
ficult balance of payments situation 
foreclosed the option of using India’s own 
foreign exchange reserves for the purpose. 

-The role of declining public investment in 
explaining the deceleration in industrial 
growth is corroborated by trends in the com¬ 
position of industrial output as well, in the 
I9S0s and the early 1960s industrial growth 
occurred across-the-board. While consumer 
goods as a whole grew at a pace slower than 
the basic, capital and intermediate goods 
sectors, consumer durables, sustained by 
upper income group demand, registered 
extremely high rates of growth, going up to 
nearly II per cent per annum during the 
period 1960-65. However, after the mid- 
1960s, though the consumer goods sector as 
a whole did record a slight deceleration, con¬ 
sumer durable continued to grow at a 
creditable 6.2 per cent per annum, which was 
much higher than the rate of growth of the 
capital and intermediate goods sectors 
(Table 6). That is, in the period after the 
tnid-l960s industrial growth has come to 
depend on the expansion of the middle 
and upper income markets for eonsumer 
dyrables, rather than on public investment 
which at least till the mid-1970s had lost its 
role as the locomotive of industry. It 
naturally follows that even to the extent that 
the public sector .spewed out infrastructural 
goods like steel, chemicals.and power, they 
did not go to sustain the growth of a basic 
goods sector for which they were created, but 
rather served the needs of those industries 
which effective demands on the market had 
identified as the forerunners of growth. 

This shift in the commodity composition 
of industrial output has perpetuated in¬ 
dustry’s relative degree of independence 
vK-o-vis the pace of agricultural growth.^* 
The kind of consumer demand that has to 
serve as the engine of growth consisted not 
of ‘^gro-based” products, in the sense that 
they are dependent on agriculture for their 


inputs, but items that are “chemical based" 
such as .synthetic textiles, plastic goods and 
pharmaceuticals, or “metal-based" such as 
motor cycles and cars, electrical appliances, 
radios and television sets. The rate of growth 
of agriculture need not constrain the rate of 
growth of the output of these products, pro¬ 
vided the demand for them is rising rapidly 
enough and the necessary intermediate 
goods (chemicals, metals, etc) are available 
in adequate quantity. 

However, the growth of demand for 
luxury consumer goods and consumer dura¬ 
bles in particular was inadequate to offset 
the slower growth in demand for industrial 
products as a whole as a result of the 
deceleration in public investment. In the net, 
we saw the decline in rates of growth noted 
earlier. Thus by the mid-1970s, it appeared 
that the industrial sector had run up against 
a demand constraint that could not be met 
unless there was a rapid expansion in exports 
or a breakthrough in the agricultural sector 
that raised incomes to levels that could set 
off an indu.strial boom. 

The 1980s Recovery 

However, there have been signs of a rever¬ 
sal in recent years. As mentioned earlier, 
there has been a recovery in the rate of 
growth of industry during the Iate-t970s and 
early 1980s, with the evidence pointing to 
a possible shift away from the period of slow 
growth. Clearly, a step up in agricultural 
growth does not underlie this recovery. 
Ignoring the unusual years of the mid-1960s, 
the rate of growth of the index of agricul¬ 
tural production, which stood at 3.34 per 
cent during the first IS years of planned 
development, declined to relatively lower 
levels of 2.44 and 2.94 per cent respectively 
during the periods 1970-71 to 1977-78 and 
1977-78 to 1985-86. The corresponding 
figures for foodgrain production were 
3.17 2.37 and 2.94 per cent per annum 
respectively.” That is, the recovery over the 
last decade points to a return to the period 
of dissociation between industrial and agri¬ 
cultural growth—a phenomenon that was 
most visible during and after the drought 
year 1987-88. 

Thus, if past experience is any guide the 
stimulus to industrial growth must have 
come from elsewhere. Capital formation in 


the public sector does not appear an ade¬ 
quate explanatory variable either. In fact, 
during the “industrial recovery" since |he 
mid-1970s, capital formation in the public 
sector in real terms has grown only at 3-8 
per cent per annum, as compared with the 
13 per cent recorded in the first decade and 
a half of planned development. However, 
this is not true of public outlays as a whole. 
The non-development outlay in the budges 
of the centre, states and union territories, 
grew at a compound rate of 16.6 per cent 
per annum in current prices over this period. 
In terms of shares in GDP non-plan revenue 
expenditures had grown from about 8 per 
cent of GDP in the first half of the 1970s 
to nearly 11 per cent in 1979-80 and a whop¬ 
ping 14.01 per cent in 1987- 88.” 

Needless to say, this must have played a 
major role in setting off the recovery of (he 
1980s. Interestingly, much of the increase in 
public expenditure has been concentrated on 
public administration and defence—a fact 
which has influenced movements in the sec¬ 
toral shares in national income as well. If 
we take the years 1970-71 to 1984-85, while 
the contribution of the primary sector (con¬ 
sisting mainly of agriculture and allied ac¬ 
tivities) to GDP at constant prices grew at 
2.26 per cent per annum and that of the 
secondary sector (dominated by manufac¬ 
turing) by 3.92 per cent, the contribution of 
the tertiary sector (consisting mainly of ser¬ 
vices) grew by a remarkable 5.82 per cent. 
That is, the recovery of the 1980s was not 
the result of an acceleration in the principal 
commodity producing sectors, but of a faster 
growth of the service sector. And within the 
latter, a significant share of the acceleration 
is explained by the growth of non-productive 
government expenditure on public administ¬ 
ration and defence, whose contribution to 
GDP grew at a compound rate of 8.97 per 
cent during the last decade and a half.^' 

Interestingly, this sharp increase in public 
expenditure has not resulted as much in an 
increase tn employment as in real incomes 
in the otganised sector. Organised sector 
employment which grew rapidly (5.08 per 
cent per annum) in the early 1960s, has since 
risen at a much slower rate of mund 2.2S 
per cent. However, per worker incomes in 
the organised sector has registered impressive 
increases. Public sector workers more than 
doubled their real income between 1960/61 
and 1984/85, while the teat incomes of the 
private organised sector rose by 60 per cent 
over this period.” This increase in incomes 
in the middle and lower-middle income 
groups would have spilled over into en¬ 
hanced demand for manufactured consumer 
goods, including consumer durables, 
resulting in the diffusion of such ronsump- 
tion to lower ranges of income. That is, 
unlike in the early years of planning when 
the diversion of public revenues to investment 
purposes resulted in direct demand for plant 
and equipment, the new phase of public 
expendituie-led growth sustains essentiiOly 
consumption demand for manufactures. 


Table 6: Annual Compound Growth Rates in the Index of Number of 

iNDUSTRIAI, PRODUtTlON 


Industry Group 

1951-55 

1955-60 

1960-65 

1965-76 

Basic goods 

4.7 

12.1 

10.4 

6.5 

Capital goods 

9.8 

13.1 

19.6 

2.6 

Intermediate goods 

7.8 

6.3 

6.9 

3.0 

Consumer goods 

4.8 

4.4 

4.9 

3.4 

Consumer durables 

_ 

— 

11.0 

6.2 

Non-durables 

— 

— 

— 

2.8 

General index 

1.7 

7.2 

9.0 

4.1 


Souirr. S L Shetty, Structunri Hetrbgnssion in the Indian Economy Since the Mid-Sixiks, op cit, 
Dible 1. p 186. 
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This provides a fillip to precisely those 
changes in the commodity composition of 
industrial output of the type no'i vd since 
the mid-1960s, which however occurred 
despite the government's then proclaimed in¬ 
tention of curbing such growth. Now unlike 
earlier, food products, synthetic textiles, 
leather and fur products, electronics, 
modern telecommunications, chemicals and 
automobiles, constitute the “leading sectors" 
both in terms of growth and in the percep¬ 
tion of the government as well (See Table 6). 
But the latter's role in stimulating them till 
recently was only indirect—that of providing 
jobs and incomes to a burgeoning middle 
class by creating a sprawling administrative 
empire. The difference between the most re¬ 
cent phase of such growth and what occur¬ 
red earl is that its mediation thiough the 
state permits a degree of percolation down 
to slightly lower income levels of the demand 
for commodities which wenr earlier consum¬ 
ed only in the highest income segments of 
the papulation. 

THb CONSIRAINTS 

A boom of the 1980s kind can run into 
an upper bound for two rea.sons. l irstly, the 
likelihood of its sustaining itself depends on 
the ability of the state to maintain rising 
levels of public expenditure and investment 
without setting off an inflation. And second, 
since most manufactured luxuries arc known 
to be import intensive in character, cither 
because they are b.ased on collaborations 
that provide access to international brand 
names or because they use intermediates and 
components that arc not produced locally 
(examples, television sets, fuel efficient 
automobiles and personal computers), the 
government would have to provide for an 
adequate volume of foreign exchange outgo 
to sustain the boom. 

It needs to be said here that though the 
growth scenario has changed considerably 
in Roent years, with a revival in growth rates, 
the problem of inadequate resounres with the 
state still remains. The essential features of 
the financial crisis facing the government 
have been defined rather clearly in the Long 
Tbrm Fiscal Policy (LTFP) statement of the 
government released in 1986. While the cur¬ 
rent revenues of the government (tax and 
non-tax) had stagnated at around 10.5 per 
cent of GDP since the mid-t970s. non-plan 
revenue expenditures had grown from about 
8 per cent of GDP in the first half of the 
1970s to nearly II per cent in 1984-85.’^ 
This rapid growth of non-developnienial ex¬ 
penditure has e-ssentialiy been due to a few 
items under the head of current expen¬ 
ditures. To be more specific, in recent years, 
nearly 70 per cent of non-plan expenditures 
have been on four items; defence, interest 
payments, and subsidies on food and ferti¬ 
lisers. Thus there are essentially two options 
before the govemmetu when seeking to oome 
to terms with the resource ci unch. That of 
raising revenues through higher rates of tax¬ 
ation and measures (like the taxation of 


agricultural incomes) that widen the tax net; 
and that of reducing the outlays on iho^c 
items of non-developmental expenditure that 
are eating into its limited resources. However, 
higher tax rates obviously are not a thrust 
area witliin the philosophy of the new fiscal 
regime instituted in the t980s, under which 
the government has advanced the process of 
providing fiscal concession; in the form of 
reduced direct and indirect tax rates in order 
to expand markets and provide incentives to 
the corporate sector to exploit these new 
markets. This leaves only the option of rais¬ 
ing revenues through raising public sector 
prices and thereby increasing public sector 
surpluses—an option that the LTFP, not sur¬ 
prisingly, stressed. 

As for the possibility of reducing non- 
developmental expenditure, with defence 
outlays being determined by a set of percep¬ 
tions that are not easily altered and inteiest 
payments being the price of past profligacy, 
the only decision left with the government 
is that of reducing subsidies of various kinds. 
Thus the LTFP made clear that, within its 
perspective of growth there was only one set 
of hard decisions available to wriggle out of 
the resource squeeze: that which emphasised 
a double-edged ptilic>' ol cutting subsidies 
and raising administered prices, even though 
it would be received adverseb'af the popular 
level. 

W'ith the government yet to go ahead with 
these “hard" decisions, the resource crunch 


remains a mgjor constraint on development. 
But the 1980s have seen a rather simple solu¬ 
tion to the problem—that of raising public 
expenditure by resorting to large doses of 
deficit financing and large scale borrowing 
from the market. Deficit financing rose from 
Rs 1,417 crore in 1983-84 to Rs 3,748 crore 
in 1984-85, Rs 4,490 crore in 1985-86 and 
a whopping Rs 8,265 crore in 1986-87. This 
sharp increase occurred precisely at a time 
when the government's reliance on market 
borrowings was registering a phenomenal 
increase. Gross market borrowi«ig which 
stood at less than Rs 100 crore during the 
1960s, touched Rs 2.296 crore by 1979-80, 
rose to Rs 2,949 crore in 1980-81, Rs 4,584 
crore in 1984-85, Rs 5.543 crore during 
1985-86 and an estimated Rs 6,350 crore 
during 1986-87.'^ 

THh S<JUtl;/.U ON AORK UITIIRF. 

What is surprising is that the overhang of 
liquidity created by this runaway increase in 
deficit spending did not provide a spur to 
inflation, ev'cn though the pace of agricul¬ 
tural growth was by no means remarkable. 
Rather, throughout this period foodgrain 
prices remained depressed, shifting the terms 
of trade once again against agriculture and 
in favour of industry.-*' The main ex¬ 
planatory factor is no doubt the comfortable 
levels of foodstocks with the government 
over much of this period. The stocks 
themselves, however, were not due to any 
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nujor bte^through in agricuttuiv. After the 
bumper crop of 1983-84, which toolc food- 
grain production to 152.37 million tonnes, 
the monsoon has remained indifferent 
culmifhating in the drought of 1987-88, and 
output has nt^ver regained that level. Yet 
foodstocks with the government touched 
record levels and even till mid-1987 were well 
above the 20 million tonnes mark. Part of 
the reason is no doubt the large scale im¬ 
ports of foodgrain during the early 1980s 
aimed at holding the price level. While the 
increase in the level of foodstocks between 
January 1,1982 and January 1,1986 works 
out to 12.7 million tonnes, the net imports 
of foodgrains during this period amounted 
to 7.7 million tonnes. However, even gran¬ 
ting the role played by these stocks in enhan¬ 
cing availability, we find that the problem 
of explaining the situation of glut still re¬ 
mains.^ As has been noted by many studies 
the per capita availability of foodgrains in 
the country has in fact stagnated since the 
mid-1960s. Thus, increase in foodgrain out¬ 
put and large scale imports have not been 
adequate to raise availability >.i physical 
terms above the per capita consumption 
levels of the 1950s. The e.xplanation for the 
surplus and therefore for the relatively 
depressed level of food prices must lie tn the 
realm of inadequate ‘effective demand', 
backed by adequate purchasing ixiwcr. And 
any such explanation must turn to the ex¬ 
tremely uneven distribution of agricultural 
growth since the raid-l960s, that has left 
deficit regions in rural India with inadequate 
incomes to absorb the surpluses generated 
in the more successful slates.The squeeze 
on agriculture which was a direct fall-out of 
the strategy of agriculture pursued has 
helped sustain puMic expenditure at levels 
adequate to fuel the moderate recovery of 
the 1970s and 1980s. 

What is crucial is that in a macro- 
economic sense, during the two periods of 
relatively high industrial growth, though 
publie investment and expenditure have pro¬ 
vided the proximate causes for such growth, 
the burdra of Hnancing the process of 
growth has Csllen on the agricultural sector, 
which hat been the loser in a process of in¬ 
flationary financing of industrial growth. 
That is the shift in the terms of trade bet¬ 
ween agriculture and industry in favour of 
the former, which formed the basis for ex¬ 
planations of the deceleration of industrial 
growth in the decade after the mid-i960s, 
was just a brief interlude in a longer term 
process of growth where agriculture bore the 
burden of fbiandag imhistrial development. 

The Exteknal consfraint 

WhUc the donestic constraint on deficit 
financed ioduslrial growth has been met in 
the manner diteus^ above, the estemal 
ok; iaflncnoed by the import inleasiteness 
of rgniMiii i durables, hw been sought to 
tmowmHwrelyfiiimifingahuigrioningfnidc 
deficit uphh benowidg bom ^Moad. in Gret, 
x^pin of the biianee of pwioeatB problem. 


both prior to the mid-1960s and during the 
l98Qs, was a fall out of the policy of ‘pump¬ 
priming’ industry without setting off an in¬ 
flationary spiral. For, a trade deficit ceteris 
paribus is anti-inflationary. However, the 
problem assumed alarming proportions with 
the introduction of changes in impon policy 
that watered down quantitative restrictions 
and reduced tariffs, with the aim of pro¬ 
viding domestic producers access to cheaper 
capital equipment and intermediates, as welt 
a.s pressurising indigenous suppliers to 
reduce costs and improve quality 

The ma.ssive saving in India's oil import 
bill notwithstanding, India has in recent 
years seen a worsening in her balance of 
payments situation. The trade deficit that 
rose to an alarming Rs 8,700 crore in 1985-86 
(79.2 per cent of export earnings), as com¬ 
pared with Rs 5,200 crore in 1984-gS (44.3 
per cent of export earnings), declined to just 
Rs 7,512 crore in 1986-87 (60.8 per cent of 
export earnings). A significant part of the 
explanation for the persistence of a large 
tiiide deficit is no doubt the re.sort to imports 
as pan of the sti aicgy of trade liberalisation 
aimed at sustaining the new manufactured 
consamer goods boom. Not surprisingly, the 
libcialisation measures, whether in (he form 
of removal of restrictions on imports or in 
the lorni of reduced tariffs, have applied 
csseittially to components, intermediates and 
capital goods, rather than the final product. 
Thai is, import liberalisation has helped 
lubricate the consumer boom, though at the 
expense of the balanre of payments. As a 
result, the last few years hav e seen a major 
entry by India into the market for interna¬ 
tional commercial bank credit. According to 
the Bank of International Settlements, Bade, 
between June 1985 and June 1987, India tap¬ 
ped international markets to the tuneof S3.8 
billion—a sum that is large by any standard, 
but particularly relative to India’ borrowing 
experience in the past. 

NLW iNDtSIKlAI POLICV 

The process of lubricating the ‘recovery’ 
over the last decade has not just consisted 
of a relatively freer access to imports but the 
adoption of a package of policies that would 
provide gicater flexibility to the private sec¬ 
tor. These measures, hich in the debate on 
policy within the coiini* ^ have been captured 
by omnibus terms like the ‘new economic 
policy' and liberalisation, have essentially 


three elements to them. First, a set of 
measures that enlarges the economic space 
open to the piivaic vector and increases its 
flexibility relative to the government. 

While this dilution of government inter¬ 
vention was occulting purdy as a result of 
the resource ci isis spoken ot above, the pro¬ 
cess was considcrablv accelerated by 
deliberate efforts at disnantling controls' 
over prices, production, capacity cication 
and foreign collaboration and by opening up 
areas previously reserved for the private sec¬ 
tor. Second, certain direct and indirect tax 
concessions (as in the case of synthetics, 
automobiles and electronics) that are ex¬ 
pected to stimulate consumer demand as 
well as raise the profitability of private pro¬ 
duction. with the aim of raising investment 
and growth in the private sector. And finally, 
the withdrawal of controls on the closure of 
firms, so that the process of restructuring 
indusuy is not hindered by the inability of 
private capital to abandon outdated plants 
and obsolete technologies. 

Over the last two years a number of 
measures adding to a package of this kind 
have been implemented. In March 1985, the 
government announced the delicensing of 25 
broad categories of industries, and a few 
more (including 82 bulk drugs) have been 
added since. Oelicensing in these areas was 
subject to the restrictions that the appli cant 
did not fall within the purview of the MRTP 
Act or the Foreign Exchange Regulation Act 
(FERA). However, the definition of an 
MRTP company was changed to cover only 
those units that had assets of Rs 100 crore 
and above as cDmpared with the Rs 20crore 
that prevailed till then. In addition, in May 
1985 the government exempted MRTP com¬ 
panies in 27 industries from sections 21 and 
33 of the act, thereby permitting them to 
directly seek a licence under the IDRA, 
without obtaining any special clearanoe from 
the Department of Company Affairs. And 
in Decmber 1985, delicensing was extended 
to 22 of these 27 industries, provided that 
the units were located in an area declared 
backward by the central government. All 
these measures no doubt considerably nar¬ 
rowed the range of licensing. 

These measures were accompanied by 
another .set of changes under which the 
government has: (i) accorded the facility of 
‘broadbanding' to a large number of in¬ 
dustry groups starting with 23, which allows 
units to diversify into the production of 
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similar products without obtaining new 
licences (e g, ail synthetic fibres); (ii) an¬ 
nounced a modified capacity teendorsemeni 
sche^ne that permits units that had achieved 
80 per cent capacity utilisation during any 
one of the five years preceding March 31, 
1983, to recndorse their licences raising 
capacity by one-third of the highest produc¬ 
tion achieved during these years; (iii) permit¬ 
ted units to apply and obtain without dif¬ 
ficulty licences for expanding capacity to 
prs-specified economic scales of production; 
(iv) announced a simplified procedure for 
cases where modernisalion/replaceinent or 
renovation results in an increase in capacity 
by upto 49 per cent of that originally licens¬ 
ed; (v) expanded (to 30 industry groups) the 
list of‘Appendix-!' industries, where MRTP 
and FERA companies are permitted to set 
up capacities; and (vi) liberalised the con¬ 
ditions permitting FERA and MRTP com¬ 
panies to establish non-Appendix I in¬ 
dustries in backward areas. 

The measures announced more recently 
carry this process forward. To start with, in 
the case of non-MRfP, non-FERA com¬ 
panies, the number of industiics for which 
entry requires compulsory licensing has been 
reduced from 56 to 26. Secondly, the lower 
bound for investments that need to be licensed 
even in regulated industries has been increas¬ 
ed from R$ S crore to Rs 15 crore in non- 
backward areas and Rs SO crore in backward 
areas. Finally, companies deemed to be 
'dominant' undertakings have been freed 
from the industrial licensing policy restric¬ 
tions applicable under the MRTP Act. This 
has in a sense reduced by 69, the total of 
around 1730 corporate entities that fall 
under the purview of the MRTP Act. 

All these measures help the strategy of 
consumer-goods led industrial growth in a 
number of ways. First, they substantially 
enhance the extent to which and the pace at 
which all sections of indu.stry including the 
large business groups can diversify their ac¬ 
tivity and grow. Secondly, for firms already 
established in any particular segment of in¬ 
dustry, it provides the option of reordering 
their product-mix in keeping with the new 
demands that the market is setting, without 
having to go through a complex licensing 
procedure. And finally, to the extent that the 
new growth process provides opportunities 
for growth of the large-scale sector in areas 
previously reserved for the small-scale sector, 
it .seeks to leave those options open for the 
former through the process of dereservation. 

While this liberalisation does help in 
doing away with archaic control systems in 
areas where they are now proving a fetter, 
it in itself does not constituie a stimulus for 
growth. While liberalisation can help 
lubricate a boom of a certain kind, it can¬ 
not offer the stimulus for that boom. That 
requires the persistence of the process of 
expansion of manufactured consumption 
goods demand through the increase of in¬ 
comes in the relevant range and the percola¬ 
tion of such demand to even lower income 


groups of the population. Given the fact (hat 
the state has already overextended itself this 
•is difficult to ensure. 

It is in this context that the recent interest 
in consumer credit on the part of a banking 
system flush with funds has to be viewed. 
The private sector is demanding the exten¬ 
sion of such credit on the grounds that it can 
help stave off a recession. But even if such 
a process of stimulating demand is attemp¬ 
ted. it would involve large-scale borrowing 
in international markets to cover the foreign 
exchange component of an import intensive 
path of industrialisation. Postponing one 
problem—that of sustaining dcftcit financed 
growth of the kind spoken of above (partly 
at the expense of the balance of 
payments)—only brings to the fore the other 
constraint that has always operated on 
Indian industrialisation— that of the balance 
of payments And so long as Indian industry 
remains caught between the wedge of these 
two interlinked constraints, a partial recovery 
of the late 1970s, early 1980s kind does not 
offer ground for the optimism in some 
circles noted at the beginning of this paper. 

!NoU*» 
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India and the Uruguay Round 

f Ashok V Desai 

This paper reviews the current Uruguay round of multilateral trade negotiations under the auspices of GATT. 
It identifies the areas in which there is a likelihood of change, involving guantij able consequences and formula¬ 
tion of rules. According to the author, India can expect no significant gains wl He she rriay stand to lose in some 
area.^. There is a critique of India’s traditional policy towards GATT. If India is to take advantage of some of 
the opportunities for gains from trade arising out of the Uruguay round then she will have to significantly alter 
her domestic economic policies. 


AUGUST is a dangerous time for writers on 
the Uruguay round. Geneva is full of action 
as the 14 negotiating groups race to show 
results before the mini.sterial meeting in 
December. When the future is obscure, one 
should turn to history. But that too is im- 
pos.sible, for much has happened in Geneva 
in the last year, and it is already clear that 
the post-Uruguay world will be different in 
ways that will make the lessons of the past 
of little relevance. 

We begin this paper with a review, in 
Section I, of the progress made in the 
Geneva negotiations; we seek to identify the 
areas in which there is the greatest likelihood 
of change. We then divide the issues into two 
classes: those involving quantifiable con¬ 
sequences and those related to the formula¬ 
tion of rules; in Sections II and 111 we 
examine India’s interests in respect of each, 
and conclude that India can expect no signi¬ 
ficant gains on any issue and faces serious 
risks in regard to some. In Section IV we 
assess the adequacy of India’s traditional 
policy towards the GATT in the new circum¬ 
stances, and find it wanting. In the con¬ 
cluding Section V, we argue that India would 
need to effect great changes in its domestic 
policies before it can place itself in a posi¬ 
tion to exploit external opportunities such 
as those arising from the Uruguay round, 
and point to the need for an analysis of the 
domestic options as a means to reduce the 
perceived risks of change. 

1 

The State of Play 

The structure of the Uruguay round 
negotiations is depicted in Figure 1. Let us 
begin with a summary of where the 14 
negotiating groups stood at the end of 
June.' 

Tariffs and Non-Tariff measures 

The problem here has been that the 
previous rounds have left the average tariff 
levels of the major industrial countries— 
especially the US, the European Community 
and Japan—at very low levels, whilst the 
Iwls in the developing countries are at con¬ 
siderably higher levels. (Australia and New 
Zealand had also retained high tariffs; but 
both are in the process of reducing them.) 
So some form of harmonisation—or greater 
cutting of higher tariffs—is unavoidable. 


which would also mean greater cuts by high- 
tariff countries. Here, Brazil suggested in 
June 1987 that the industrial countries 
should eliminate all tariffs in favour of the 
developing countries for ten years, after 
which the tariff elimination would apply to 
trade amongst the industrial countries as 
well. In return, the developing countries 
would agree to bind and reduce their tariffs 
on a substantial number of products. 
However, the offer made on behalf of the 
developing countries proved to be too 
unspecific to evoke the interest of the 
industrial countries, so the proposal was 
filed away. 

In June 1988, seven countries (Canada, 
Hong Kong, Hungary, South Korea, New 
Zealand and Switzerland) tabled a proposal 
that embodied “a tariff-cutting formula 
similar to that used in the Tbkyo round 
which would also reduce or eliminate low 
duties and deal with tariff escalation”. It 
entailed that all tariff reductions negotiated 
in the Uruguay round should be bound (in 
the past rounds, a number of countries in¬ 
cluding India granted tariff concessions in 
the course of negotiations, but did not bring 
them to the GATT for binding, so that the 
tariffs could be raised later simply by 
renegotiating them with the principal sup¬ 
pliers), and that the developing countries 
should increase their level of bindings. 

Although the industrial countries, notably 
the United Stetes, have often stated that tte 
developing countries would have to make 
concessions in this found, none has hitherto 
put in a specific propose on what would be 
required. The reason, in our view, is two 
fold. First, given tlw «null external trade and 
import capacity of most developing coun¬ 
tries. the ^ue of large tariff concessions by 
them in terms of increased imports is also 
quite small. Second, in many developing 
countries including India, the more effective 
instrument of protection is not tariffs but 
non-tariff barriers, especially quantitative 
restrictions; so the reduction of tariffs alone 
could be carried out in such a way that it 
would hardly reduce the real level of 
protection. 

In industrial countries, on the other hand, 
a major instrument of protection, especially 
for agricultural products, is subsidies. Hence 
there is an economic argument for dealing 
with these different forms of protection 
together. In November 1987, Austndia tabled 
a proposal in the negotiating group on non¬ 


tariff measures whereby all forms of govern¬ 
ment assistance to industry would be 
measured by a single parameter called the 
effective rate of assistance (ERA), which 
would be used as the basis for the r^uction 
of protection. Although superior in prirtciple 
to simpler methods, the suggested method 
would be difficult to apply in practice on 
account of its vast data requirements. 

In July 1988, a group of 15 industrial and 
developing countries put forward a proposal 
suggesting a number of principles. Amongst 
them, it favoured “multilateral and formula 
approaches where possible, and suggested 
that the request-and-offer be used as a sup¬ 
plementary approach”. A formula approach 
would require a complete and agreed inven¬ 
tory of non-tariff measures (NTMs). Despite 
the efforts of the UNCTAD and the GATT 
to build up such a database, none is availaUc 
at the moment; the efforts to build one up 
ate bedevilled ^ the fact that a number of 
industrial countries refuse to recognise their 
own grey area measures as NTMs (the 
UNCTAD database uses a “narrow defini¬ 
tion” of measures accepted by all countries 
to be NTMs and a “broad derinitioi^ in¬ 
cluding grey area measures). The tariff 
reductions of the earlier rounds were Mped 
by the fact that there was a common will 
amongst the industrial countries to reduce 
tariffs, so tariff lists were freely furniriied 
by the panicipating countries, and there was 
no quibbling about what constituted a tariff. 
The common will behind the dismaittling of 
NTMs is much weaker; its lack is not only 
reflected in the slow progress on the data¬ 
base, but has adversely affected a number 
of negotiating groups, including the 
surveillance body on standstill and rollback. 

Natural Resource Products and 
Textiles 

There has been little progress in these two 
groups. Natural resource products are 
mainly minerals; the import restrictions on 
them in industrial countries are low, and a 
number of them are produced by trans¬ 
national corporations. The major praUem 
in this area is the fall in prices in the I9M)i 
about which it is impossible to do anyUiing 
in the Uruguay round. There are industrial 
countries which arc important producen of 
minerals, so issues relating to them cannot 
be placed in an exclusively north-south con- 
teit. Hence this group has not gone beyond 
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listless discussion of a few national 
proposals. 

The group on textiles has been an equally 
laid-back one. The last Multi-fibre Agree¬ 
ment was signed in 1985 and is not up for 
renewal till 1990. Whilst it restricts develop¬ 
ing countries’ textile imports, the quMa 
system also protects weaker exporters against 
stronger ones, so it is difficult fpr the 
developing countries to agree on a formula 
for liberalisation. Nevertheless, the Inter¬ 
national Ibxtiles and Clothing Bureau 
(ITCB), comprising 19 exporting countries, 
presented a proposal in May 1988 calling for 
a phased dismantling of the MFA. 

Pakistan submitted a proposal which 
envisaged the dismantling of the MFA in 
four stages. The first one would involve the 
removal of import restrictions imposed on 
the criterion of low prices, and of restric¬ 
tions on non-apparel textiles. The second 
phase would involve limits on import restric¬ 
tions on apparel textiles. In the third phase, 
such restrictions would require the approval 
of the Textile Surveillance Body. In the 
fourth phase, all MFA restrictions would be 
removed. 

The industrial countries have tended to 
take the position that factual study is 
required first and that if the developing and 
the industrial countries agree on the facts, 
agreement on what should be done would 
be easy. The European Community pro¬ 
posed a common diagnosis, and the Nordic 
countries suggested that the GATT secre¬ 
tariat should report on the probable 
"economic and trade consequences of dis¬ 
mantling the MFA and other trade nxtric- 
tions in this field”. The developing countnes. 


however, felt that enough factual studies 
about textiles and the MFA were available 
and the group should concentrate on the 
negotiating objective of reforming the MFA 
and making it compatible with GATT prin¬ 
ciples. In the event, progress has been made 
neither towards agreeing on the facts nor 
towards modifying the MFA. 

Tropical Products 

This group has made considerable pro¬ 
gress. Tropical products are generally not 
produced in industrial countries (those that 
are, such as sugar, ate classified as agri¬ 
cultural products, and Japan proposed that 
other tropical products with temperate 
substitutes, such as rice, vegetable products, 
tea and tobacco should also be dealt with 
in the negotiating group on agriculture), so 
there are no strong import substitute lobbies 
to resist imports from the developing coun¬ 
tries. The tariffs of industrial countries are 
low; most of the taxation is in the form of 
domestic consumption taxes. Hence it is ea.sy 
to reach agreement on marginal improve¬ 
ments in market access. TVopical pr^ucts 
are susceptible to be used by the industrial 
countries as a means of courting developing 
countries. Thus the European Community 
was the first to table an offer in October last 
year; it oilered to reduce or eliminate tariffs 
and QKs on a broad range of tropical pro¬ 
ducts as well as consumption taxes on 
tropical, beverages. Japan followed in 
January with an offer to improve its MFN 
and GSP treatment of tropical products. 

This group divided tropical products into 
7 classes: tea, coffee and cocoa; spices. 


flowers and plants; oilseeds, vegetable oils 
and oilcakes; tobacco, rice and tropical 
roots; fruits and nuts; wood and rubber; and 
jute and hard fibres. In each group, parti¬ 
cipants exchanged lists of requests, measures 
and formulae in April, and two rounds of 
negotiations based on the lists were con¬ 
ducted in May and June. Another round was 
held in June and July. This group may well 
wrap up and present an agreed package at 
the ministerial meeting in December, as an 
early harvest. 

AORICULTURAI. PRODUCTS 

This group has been the scene of pyro¬ 
technics by the big players. The United States 
as well as west European countries instituted 
output-limiting and price support schemes 
for thei.' domestic agricultural products 
during the Great Depression. In an effort to 
keep the possibility of introducing similar 
measures open in the event of a depression, 
they introduced exceptions in Article XI on 
the elimination of quantitative restrictions 
which would not only permit QRs on agri¬ 
cultural products but would implicitly justify 
output limitation and price support measures 
which would require those QRs. In the last 
25 years, the United Slates, the EC as well 
as Japan have protected and subsidised 
agriculture: the United States to maintain 
agricultural production and exports, the EC 
as a part of the political compromises 
between member countries, and Japan for 
import substitution as well as to raise farm 
incomes. The subsidies of the US and the 
EC have raised their agricultural exports at 
the cost of other exporting countries. The 
countries whose exports were hurt by 
these subsidies formed the Cairns group 
in 1985, consisting of both industrial coun¬ 
tries (Australia, Canada, Hungary and 
New 2^and) and developing countries 
(Argentina, Brazil, Chile, Colombia, 
Indonesia, Malaysia, Philippines, Thailand 
and Uruguay). They have not significantly 
coordinated their strategies in the Uruguay 
round—-indeed, Canada signed a free trade 
agreement with the United States early this 
year, and Australia has also exchanged 
bilateral concessions with it—but have 
limited themselves to formulating a common 
proposal. 

Eiefore they could do so, however, the 
United States pre-empted them by tabling a 
proposal in July last year which other major 
players would find difficult to match. 
Accoiding to it, a measure of public support 
to agriculture, such as the public subsidy 
equivalent (PSE) first proposed by Josling 
[1982], would be agreed upon, levels of 
agricultural support by different countries 
measured, and a schedule of reductions 
would be agreed upon which would eliminate 
PSE in 10 years. A similar schedule would 
be worked out to eliminate import restric¬ 
tions. The only exceptions that would be 
allowed to survive after 10 years were direct 
income payments unconnected with produc¬ 
tion and marketing, and foreign and 
domestic aid programmes. 
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Coming after the US proposal, the Cairns 
group's proposal, presented in October by 
the Australian prime minister, sounded 
almost conservative It envisaged a standstill 
on vabsidies and market access restrictions 
as well as commitments to draw down the 
large stocks held by the US and the EC to 
begin with. Then it called for the adoption 
of the PSE or a similar measure and an 
agreement to eliminate public support and 
to market access restrictions over a period 
of time It did not, however, suggest a 
deadline like the US proposal. Canada, 
though a member of the Cairns group, sub¬ 
mitted a proposal of its own which would 
permit the retention of subsidies which were 
not trade-distorting. The EC presented a 
proposal at about the same time which 
called for even fewer and slower changes. It 
envisaged confining action to cereals, sugar 
and dairy products; in their respect the parti¬ 
cipating countries would reach a one-year, 
renewable agreement on the level of price 
support and the quantities to be released to 
the market. The r^uction of public support 
was left to be worked out in agreements to 
be negotiated over an indefinite long run. 

Japan presented a proposal in January 
which would allow for the protection of food 
production on considerations of food 
.security. It envisaged greater GATT 
discipline on QRs, and the rcthtctiun ol 
tariffs on agricultural products on a request- 
and-offer basis. 

in July 1988 the Cairns group followed 
up its proposal by suggesting a phasing: an 
immediate freeze on trade-distorting agri¬ 
cultural subsidies and a 10 per cent reduc¬ 
tion in them during 1989; a ministerial agree¬ 
ment in Montreal on the rate of reduction 
in the following years, and negotiations 
beginning in 1989 on full liberalisation of 
agricultural trade in the long run. The 
developing countries would be exempted 
from the first stage. 

With the tabling of proposals by all major 
players and the Cairns group, the group on 
agriculture may wdl turn out to be the centre 
point of the Uruguay round. There is so 
much common ground between the US and 
the Cairns group proposals that the United 
States is assured of broad support for its 
general strategy. Whilst Japan has sought to 
reserve its support for rice farmers, its pro¬ 
posal does not conflict in an essential way 
with the US and the Cairns ones. So there 
is likely to be widespread pressure on the EC 
to scale down its high agricultural support 
levels. To forestall this the EC has made 
generous offers designed to attract develop¬ 
ing country support in the group in tropical 
producu (see above) and the surveillance 
body (see below). But ultimately it would 
have to reach an accommodation with the 
United States, and is unlikely to get away 
without some concessions on agriculture— 
unless the United States itself ceases to press. 

Safeguards and Subsidies 
Countervailing Duties 

' These two groups deal with the dicum- 
■stances in which the General Agreement 


authorises retaliatory action. Under Article 
XIX, if imports threaten to cause serious 
injury to a domestic industry, a contracting 
party can suspend GATT obligations and 
take virtually any protective (safeguard) 
action. Article VI authorises a contracting 
party to levy (countervailinK or anti¬ 
dumping) duties on imports which are being 
exported to it at a lower price than those 
charged in the country of origin or in third 
country markets. In both cases, trade restne- 
tions are allowed. Article X^l prohibits 
export subsidies on non-agricultural pro¬ 
ducts, and the code on subsidies and 
countervailing duties that emerged from the 
Tokyo round listed in detail the variety of 
measures covered by the ban. But it also 
sanctioned, if it did not quite welcome, other 
subsidies, including many that would help 
exports or import-substitutes. In letter as 
well as in practice (i e, dispute settlement) 
the GATT has been quite permissive of sub¬ 
sidies and has left it to the affected coun¬ 
tries to take retaliatory measures, in the form 
of countervailing duties. 

The negotiating group on safeguards has 
discussed the possible elements of a code, 
consisting mainly of the discipline^ to be 
imposed on a conitaciing party that takes 
safeguard action: degressivity, a time limit, 
and an obligation to restructure the pro¬ 
tected industry. In the negotiating group on 
subsidies, Switzerland proposed enumerat¬ 
ing subsidies that were prohibited, allowed, 
or actionable; and the United States pro¬ 
posed broadening the concept of subsidies. 
Neither group had gone much beyond dis¬ 
cussing ideas and principles by July 1988. 

The degree of polarisation on the issues 
in these two groups is much less than in 
other groups, such as the ones on TRIPS, 
TRIMS or services; some countries that use 
countervailing duties often attract them 
themselves, for instance. Since there are no 
clear aggressors and defenders, the directions 
of attack are also less clear, and there is no 
strong pressure to move in any direction. 
Hence it is unclear what, if anything, these 
two groups will lead to. 

GATT ARUCLtS AND MTN AGREEMENT^. 

The General Agreement and the MTN 
agreements are the legislative framework of 
the GATT; the task of these two groups is 
to suggest improvements in them. Both have 
an impossibly broad brief, and as commit¬ 
tees do in such circumstances, they have con¬ 
centrated on problems of immediate interest 
to their members. Of them, the group on 
GATT took up two issues of great signi¬ 
ficance. One is the extreme ease of forming 
a customs union or a free trade area, and 
the limited nature of the obligations imposed 
on contracting parties entering into such 
arrangements by Article XXIV The result 
is a proliferation of special trading arrange¬ 
ments, the latest one being the geographically 
absurd one of the free trade area between 
the United Sutes and Israel. Most are in¬ 
effective and innocuous, such as the Latin 
American Free TVade Area or the-arrange¬ 
ment, dating back to the 1960s, between 


India. Egypt and Yugoslavia. But the more 
eticctivc ones have serious trade diversion 
effects. The GATT rule that customs unioru 
or free trade areas should not lead to a rise 
in the level of protection against third coun¬ 
tries IS not really sufficient to prevent trade 
diversion and to affect adversely the exports 
of third countries. When Spain, Portugal 
and Greece joined the European Com¬ 
munity, their agricultural exports rose at the 
expense of those of the United States, which 
filed a complaint to GATT without avail. 
India's textile exports similarly suffered. 
Thus it is necessary to ensure better market 
access for third countries when a customs 
union or a free trade area is formed; this is 
the issue taken up by the group on GATT 
Articles. 

The other important Article taken up is 
Article .XXVllI. This Article is an escape 
clause by which a country can withdraw a 
concession given in multilateral trade 
negotiations. It can do so provided it reaches 
agreement with the country in negotiations 
with which it originally gave the concession 
(the principal supplier), and consults the 
country which has the largest share in its im¬ 
ports (the substantial supplier) if that coun¬ 
try IV not the principal supplier. Thus apart 
from the principal and the substantial sup¬ 
pliers, no other country can influence a 
country's decision to withdraw concessions 
(unless the concession is bound—see the 
discussion on tariffs above). This is par¬ 
ticularly hard on countries that have small 
shares in their export markets—often 
developing countries and small countries— 
which would like their rights to be recog¬ 
nised. At the same time, there is a point in 
keeping the procedure for the withdrawal of 
conces.sions simple, to encourage countries 
to make concessions in negotiations. There 
IS no indication yet of the emergence of a 
satisfactory compromise. 

The group on MTN agreements has been 
discussing various Tokyo round codes, and 
a number of countries have put forward pro¬ 
posals to modify the codes to deal with the 
problems they have been facing since the 
codes were formulated. Thus the United 
States proposed embodying into the codes 
a number of punitive measures that have 
been embodied in its own TVade and Tariff 
Act of 1988, such as disciplines against 
repeated dumping and diversionary dump¬ 
ing. The European Community, which 
suffers often from US anti-dumping aaion, 
proposed “conditions for accepting price 
undertakings, the level of anti-dumping 
duties and the duration of anti-dumping 
measures''; on the other hand, it asked for 
rules against devices used by Japanese com¬ 
panies to gain access to European markets, 
such as "assembly operations, the transfer 
of activities to legally separate sales com¬ 
panies. and massive imports in anticipation 
of anti-dumping measures”. Japan, which 
is the commonest victim of US and 
European anti-dumping actions, proposed 
rules on the conditions and the quantum of 
such actions. The bargaining amongst the 
three major players—the United States. 
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Japan and the European Community—may 
lead to a modification of the Anti-Dumping 
Code; though the precise form of the 
modification is stilt obscure. 

GATT Functioning and Disputi: 

Sl-TTLF.MI:N'I 

These two groups deal with some of the 
central issues of the GATT. There is a spec¬ 
trum of international institutions. At one 
end are institutions in which the United 
States, the European Community and 
Japan, individually or colteciively, have 
decisive influence; all the financial institu¬ 
tions (including the regional development 
banks) belong to this group. At the other end 
ate institutions where voting power gives 
developing countries an innuence--for 
instance; UNCTAD. The GATT does not 
belong to the second group because no deci¬ 
sions are taken by majority vote. The 
developing countries—a; least some-arc of 
the view that it belongs to the first group, 
and were opposed for that rea.son to the 
inclusion of new issues—services, intellectual 
property and trade-related investment—in 
the Uruguay round. But their lack of 
influence is not so obvious as in the funding 
institutions, for two rca.MHis. f irst, ihc hanks 
lend out money the bulk of which conics 
from the United States, western European 
countries and Japan, whereas the GATT 
does not hand out anything. Second, deci¬ 
sions by consensus mean that the GATT 
takes few decisions: it functions more as a 
club, and sometimes as a foium for 
conciliation. 

The consensus and conciliation work 
around GATT rules. No doubt they arc ‘soft’ 
rules, replete with reservations and ex¬ 
ceptions. No doubt the sanction behind 
them is the willingness of the three major 
players to abide by them; and that willing- 
nm is qualified. But it is there; the evidence 
for it, paradoxically, is the pains the coun¬ 
tries take to clothe trade-distorting- and 
trade-destroying measures in a GATT- 
compatible, ‘grey’ form. The proliferation of 
such measures in the last decades has led to 
the realisation of the gaps between GAIT 
principles and trade practice, and to the 
setting up of these two groups. 

Of the two, the group on GATT function¬ 
ing has got further. There is wide support 
for more active surveillance of trade policies 
by the GATT. There are reviews of trade 
policies even now, but they are not rigorous; 
they take the form of meetings in Geneva 
in which the GATT secretariat presents a 
report on the trade policy of the country that 
u up for review; the representative of the 
Miuntry under review may be questioned by 
other representatives. The meetings take 
place once every three years, and are pretty 
smooth sailing for most countries. What is 
proposed now is that the GATT will make 
a more thorough review of trade policies, 
and the meetings to discuss them may be 
held in the capitals of the countries. There 
is no sigiuficant oi^sition to the proposal. 


and it is likely to go through. 

The other idea being floated is greater 
involvement of ministers. Ministerial meet¬ 
ings are held on important but infrequent 
occasions; for instance, one was held in 1982 
when a new round of MTN was first pro¬ 
posed, and then in 1986 when the Uruguay 
round was actually launched. One will be 
held this December to review progress. By 
contrast, the Fund-Bank meetings, held in 
Washington every September, attract many 
ministers. Trade ministers of the industrial 
countries also meet informally about twice 
a year outside the GATT. 

Two proposals are being discussed. One 
is full meetings of ministers every two or 
three years; there is general support for this 
idea, and it is likely to go through. More 
controversial is the proposal of a small com¬ 
mittee of ministers which would meet two 
or three times a year. Although suspicions 
have been allayed by assurances that this 
committee would have no executive function, 
there is still a fear amongst the developing 
countries that it would turn into a rich coun¬ 
tries' club and would have an undue influence 
on the GAIT. So there arc tensions on the 
membership of the committee. 

The GATT dispute scttlemenl procedures 
have worked well over the years, but they 
face two related problems. First, there is no 
enforcement mechanism behind them; if a 
contracting party refuses to honour the 
verdict of the GATT, the only recourse the 
aggrieved contracting party has is the right 
to retaliate against the orrend 9 -. This right 
has little value if the complainant is small 
and the offender is big; in other words, the 
conciliatory, permissive processes of the 
GATT do not ensure the equality of parties 
before the law. Second, because of the un¬ 
importance of a GATT verdict, contracting 
parties do not bring major disputes before 
the GATH and if they do (for instance, 
Australia’s complaint against the EC’s 
dumping of .sugar, or Nicaragua’s complaint 
against the US refusing to trade with it), they 
get no satisfaction. Hence most countries try 
to settle disputes bilaterally, and only bring 
trivial disputes to the GATT (such as the US 
complaint against India’s import restrictions 
on almonds). This problem of limited 
usefulness is common to all international 
judicial institutions. The group on dispute 
settlement has therefore concerned itself 
with minor reforms such as in the selection 
of panelists, panel procedures, unification 
of all the dispute settlement procedures, and 
the setting up of a permanent arbitration 
body in Geneva. In June 1988, however, 
Mexico put forward a proposal for special 
and differential treatment (s and dt) in 
dispute settlement, aimed at addressing the 
inequality mentioned earlier. Amongst other 
things it called for “specialised legal 
assistance, supplementary training courses 
and post-consultation reviews by contracting 
parties”, some of which would be as usefiti 
for smaller industrial countries as for 
developing countries. 


iNTELLtCTUAl. PROPERTY RKiHTS AND 

Trade-Related Invest.ment 

Both these issues were included in the 
Uruguay round at the insistence of the 
United States, and both have taken a north- 
south dimension. On both, the United States 
has tended to take a stand on principles and 
to take a view that certain general standards 
ol protection for intellectual property rights 
should be aa-epted by all contracting parties. 
Forced by the US position to formulate their 
positions, other industrial countries have 
been working towards more detailed, 

taxonomic and discriminating proposals. 

• 

The negotiating group on trade-related 
intellectual property rights (TRIPS) com¬ 
missioned a study from the World Intel¬ 
lectual Property Organisation (WlPO) on 
the current state of international law. The 
second part of it was received in July, so it 
is only now that the group has a complete 
map of international measures on intel¬ 
lectual property. Meanwhile, Switzerland 
and the European Community tabled pro¬ 
posals in July embodying very different 
approahecs. Switzerland favoured agreement 
on three principles, namely “the avoidance 
of trade distortions, national treatment and 
the enforcement of the observance of intel¬ 
lectual property rights”, together with 
illustrations of how they should be applied. 
The European Community favoured the 
applications of GAIT principles such as 
MEN treatment and national treatment and 
GATT mechanisms for surveillance and 
dispute settlement; but beyond this general 
framework^it favours the specification of 
those intellectual property rights that would 
be protected (its minimum list covers patents, 
trade marks, coiiyrighi, neighbouring rights, 
computer software, models and designs, 
appellations of origin and dishonest com¬ 
mercial practices), and the formulation of 
distinct rules that would be applied to each. 
The developing countries have resisted the 
laying down of any minimum level of pro¬ 
tection for TRIPS, and claimed that dis¬ 
cussion of such a level is not within the 
objectives of the Uruguay round. This is a 
rather futile position, for whether they like 
it or not, they cannot prevail the negotiating 
group from discussing proposals like the US, 
Swiss and EC ones. Their only choice would 
be whether to sign an ensuing agreement 
or not. 

Intellectual property protection would 
require three things: legislative measures, an 
administrative machinery to enforce intel¬ 
lectual property rights and a judicial 
mechanism to adjudicate in disputes. The 
general effectiveness of administration in 
developing countries varies, and there are 
few which could competently implement all 
three types of measures required for intellec¬ 
tual property protectiotL Hence a genenl 
strengthening of property rights, which 
would encompass the developing countries, 
IS unlikely to emerge from the Uruguay 
round. The United States seems to have 


2374 


Economic and Political Weekly Special Number' November 



nooncUed itidf to thu icaUty, and ii strivini 
for action bn front*. Pint, it is looking 
for agreonent on a narrow ftont where theie 
are rome chance* of success, namely on the 
counterMdng of goods. Second, it is putting 
pressure on the fow countries that lead in 
counterfeiting and infringement of intel¬ 
lectual pr(q>erty rights. Most of these ate 
countries with strong ties with the United 
States—Mexico, South Korea, Ihlwan, Hong 
Kong, Thailand and Singapore—and suscep¬ 
tible to US pressure. So it is likely that the 
United States will substantially achieve its 
objectives even though the outcome of the 
negotiating group on TRIPS is uncertain. 

In the negotiating group on trade-related 
investment measures (TRIMS) also taxono¬ 
mic proposals have been tabled. TRIMS arc 
plac^ into a number of classes, and Japan 
and the European Community have put in 
proposals suggesting the rules that should 
apply to each. 

The detailed proposals tabled in both the 
negotiating groups on TRIPS and TRIMS 
cbntain just the sort of raw material that 
goes into the formulation of GATT codes, 
which ate a distinctly possible outcome of 
the two groups. Hitherto the developing 
countries have simply opposed the emer¬ 
gence of such codes. Their opposition 
cannot succeed, and eventually they might 
be faced with only two options: either to sign 
the codes or not to sign them, with the loss 
of any mututal concessions by the industrial 
countries that might be embodied in them. 
If the experience in the Tokyo round is any 
guide, the developing countries will at that 
stage insist on the embodiment of special 
and differential treatment (s and dt) in the 
codes and sign them. Meanwhile, they will 
have missed the opportunity of exerting an 
influence on.the shape of the codes. 

Surveillance Body on Standctill 

AND ROLLBACK 

The surveillance body may arguably be 
the least effective of the Uruguay round 
negotiating groups. As a price for their 
participation in the Uruguay round, the 
developing countries insist^ that the 
industrial countries must dismantle those 
measures that were inconsistent with the 
General Agreement and the Codes, and not 
take atv,new ones. The mechanism set up 
was the rarveillaiicc body. Any participant 
couid point to measures that were subjea 
to standstill or rollback; the offending parti¬ 
cipant would then be obliged either to 
withdraw measures or not take new ones as 
the case m^ be. The number of measures 
that are inomistent with the Oeneml Agree¬ 
ment, U least in s^t, runs into htindreds. 
The measures reported to the surveillance 
body am however, a mere handfol, and 
generally trivial ones. Tire reason is clear; 
even if t^ were brought to the surv^Iance- 
body; it is vny unlikely that industrial coun¬ 
tries would desist from them. In respect of' 
many, the industrial countries can find 
wmething in the General Agreefnent to 


justify them; many more are grey area 
measures. So all that a participant that 
reports a measure to the surveillance body 
would achieve would be to antagonise tKe 
accused participant. 

Hence the surveillance body has had 
precious little to do. It was. however, 
unseasonably stirred when, in March, the 
European Community tabled an offer to roll 
back over 100 quantitative restrictions. Some 
EC countries excluded Japan and east 
European countries from the offer, and it 
was subject to other offers being made. But 
still, that was the first bit of life stirring in 
the surveillance body. 

There was an unusually large number of 
notifications of alleged violations in April- 
June Of the notifications till July, however, 
almost all were in respect of standstill, i e, 
of trade restrictions introduced after the 
surveillance body came into being; and most 
were complaints of industrial countries 
against other industrial countries. Rollback 
went virtually wnmentioned except for the 
European Community’s conditional offer. 

necpOiiai ions on Goods 

This is a supervisory group, which has 
confined itself to making encouraging 
noises. If we look at all the groups related 
to goods, however, the picture that emerges 
is that the major players—the US, the EC 
and Japan—are working towards an agree¬ 
ment to limit agricultural subsidies and pro¬ 
tection. The primary producers amongst the 
developing countries are being carried along 
by the offer of liberalisation or imports of 
tropical goods to the industrial countries, 
and eventually, offers of limited rollback. 
There may be some general concessions to 
the developing countries in return for the 
latter’s binding of some of their protective 
measures. On the new issues, no substantial 
agreements are in the offing, but on intel¬ 
lectual property the United States has made 
progress off the scene through bilateral 
negotiations. On the systemic issues the 
trend is not clear, but amendments to the 
present Agreement and Codes are more 
likely than major new Codes. However, the 
discussions in the negotiating group on 
GATT articles could lead to far-reaching 
improvements in the rights of minor sup- 
iriicrs and to new disciplines on customs 
unions and free trade areas. 

Services 

The inclusion of services was the major 
bone of contention between the United 
Sutes and the developing countries in the 
months preceding the Uruguay round. The 
developing countries’ opposition was not 
simply to the indusion of services but to the 
apidication of OATT principles—or any 
prind^ of trade libenlhMtion—to services. 

The negotiating |dan of this group was 
designed to be large and leisurely, in order 
to give the partidpants a chance to get used 
to one another and to dday confrontation. 


Accordingly, the whole of 1987 was spent in 
reviewing facts and figures and dixussing 
concepts. Only in December were two 
proposals introduced by the EC and 
Switzerland. 

The EC proposal envisaged the classiflca- 
tion of national regulations affecting 
services into thox related to trade policy and 
thox related to other political and economic 
objectives; liberalisation should be applied 
only to the first group. The Swiss proposal, 
further elaborated in July 1988, envisaged 
open competition in services governed by 
GATT-type rules on subsidies, anti-dumping 
measures, technical barriers, state trading 
and safeguards. It implied the abandonment 
of the principle followed in all post-war 
MTN rounds that concessions negotiated 
between pairs or groups of participants 
should be extended to all participants. It 
harked back to the inter-war negotiations 
where concessions between pairs were 
extended to third countries on a reciprocal 
MFN basis. In respect of tariffs this practice 
led to successive tiers of MFN and treaty 
rates. In the cax of xrvices, where the con¬ 
cessions would be legal rather than quanti¬ 
tative. the Swiss approach could lead to a 
complete jumble. It would, however, ensure 
one thing: that the develoring countries 
would have no $ and dt, and would have to 
earn concessions by giving concessions. 

Australia tabled a proposal in July 
embodying the outlines of .. draft agree¬ 
ment. Like the Swiss proposal it resfed on 
certain general rules; beyond them, it laid 
down a negotiation procedure based on 
exception. Every country would list at the 
outset national regulations that would be 
outside the agreement; mututal bargaining 
would then lead to the progressive removal 
of rcRulations from the list. 

It is only in lecent months that the 
opposition of the developing countries to a 
GATT-type regime for services has begun 
to find a constructive form. In March, 
Argentina xnt a communication to the 
group presenting ideas that in its view should 
be embodied in an eventual agreement on 
xrvices. l^uamount amongst them was “the 
general principle that laws and regulations 
'tvwhich pursue national policy objectives are 
not to te questioned’’. Since only the govern¬ 
ment of a country can decide the national 
policy objectives, it could declare any of its 
laws as not subject to agreed rules. This 
would amount to s and dt in services. 
Amongst the principles to be embodied, 
Aigentina suggested “uniform treatment” in 
the |dace of MFN or national treatment: i e; 
a government may discriminate in favour of 
domestic and aga^t foreign enterprises, but 
not between foreign enterprises. It also pro¬ 
posed that tratuparcncy should mean, not 
the removal of administrative discretion in 
the application of laws, but an obligation 
to provide information to other governments 
relating to the obligations entered into by a 
government and its compUance with thm. 

Medco; in a communication submitted in 
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QUICK FINANCE 

FOR YOUR INDUSTRY 


GUJARAT STATE FINANCIAL CORPORATION 
HAS SPECIAL SCHEMES OF ASSISTANCE 
TO SUIT YOUR REQUIREMENTS 


Equipment Finance 
Scheme 

If your's is an existing unit 
for 4 years, making profit for 
the last 2 years, you can avail 
of financial assistance for 
expansion, diversification etc. 
to the extent of 80% of the 
cost of machinery/equipment 
which will be provided to you 
within no time. 

Modernisation Scheme 

If you propose to modernise 
your existing equipment, 
improve productivity, 
introduce energy saving 
devices or propose to 
purchase machinery and 



equipment for pollution 
control, financial assistance 
up to 90% of the cost of 
equipment/machinery at 
concessional rate of interest 
of 11'/,!% can be provided to 
you. The unit should be in 
existence for 5 years. 

Quaiity Controi 
Scheme 

If you have any scheme to 
purchase quality control, 
testing equipment or 
undertake any quality controi 
measures, you can avail of 
75% financial assistance on 
equipment at concessional 
rate of interest of 11 '/4%. 


ra YOU MUST DECIDE BEFORE YOUR UNIT 
IS SWEPT IN THE TIDE OF TIME. 


Kindly write or contact 


Dy. Gen. Manager 
Business 
Development Cell 


Gujarat State 
Financial Corporation 

Children’s Hospital Building 
Rasala Marg, Mithakhali 
Ellisbridge, Ahmedabad - 380 006 
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June, took up one of Argentina's ideas that 
“the concept of economic development 
should be an integral part" of the agreement 
and spelled out some of its implications. In 
its‘'view, economic development involved 
structural change in selected directions; for 
instance, expansion of ‘new’ producer 
services “which provide the highest salaries 
and have a multiplier effect on incomes and 
employment in the rest of the economy”. It 
argued for freer access to. developed country 
markets of the services in which the develop¬ 
ing countries have a comparative advantage 
(for instance; labour-intensive services), and 
to new technologies for services from the 
industrial countries. It opposed provisions 
requiring the right of ests^lishment or the 
liberalisation of restrictions on foreign direct 
investment. With Mexico’s communication, 
the elements that the developing countries 
will seek to have embodied into the services 
agreement have begun to emerge. 

II 

Arithmetic of India’s Interests 

Wfc now propose to review briefly how 
India’s interests are involved in the Uruguay 
round. In this section we shall deal with the 
quantitative issues involved, i e, with the first 
six groups in Figure 1, and in the next section 
with the rest. 


Tariffs 

Diriffs in the major industrial countries 
have been reduced so far in the previous 
rounds that their further reduction is not of 
great consequence to India. In Ihble 1 we 
give all the products of which India was the 
principal supplier to the three major players: 
the Unitad States, the European Community 
and Japan, in 1986, and which were subject 
to tariffs. Their total value comes to US 
S 379 million—less than 7 per cent of India’s 
exports to the three markets. The average 
duty on them is 4.2 per cent. If the dasticity 
of demand for the exports were one; and 
duty reduaions were fully reflected in the 
flnal price, the abolition of the duties would 
increase exports by S 16 million, or 0.2 per 
cent of India’s exports. The elasticity of 
demand could well be higher, especially if 
a price reduction led to a fall in the output 
of domestic substitutes. But assuming a 
higher price elasticity would still not alter 
the conclusion that the impact of tariff 
abolition vrould not be substantial. 

All the tariffs are not worth fighting. 
43 per cent of the tariff revenue was 
accounted for by a single product—prawn 
exports to Japan—and six products, two 
exported to Japan and four to the United 
States, account^ for 79 per cent of the tariff 
revenue. 

Of the six most important products, five 
are textile products, as are 13 of the total 
29 products. Most of them are also subject 
to MFA quotas; hence a leductimi of tariffs 
OB them would not necessarily lead to an 
expansion of their exports. 


If India negotiated tariff reductions on the 
items listed in Ikble I, much of the benefit 
would accrue to other countries since India’s 
market share is not high—33 per cent in the 
exports to the United States, 34 per cent in 
the exports to the European Community and 
23 per cent in the exports to Japan. 

Further argument is hardly necessary to 
establish that India’s potential gains from 
tariff reductions it can negotiate op Us own 
are trivial. 

Non-Tariff Measures 
Though difficult to quantify, NTMs are 


far more important than tariffs. In IhMe 2 
we give the export coverage ratios of NTMs 
in two of India’s major markets, the United 
Sutes and Japan. The European Community 
operates such a labyrinth of trade restric¬ 
tions, community-wide as well as national, 
including multiple restrictions on the same 
product, that it is cumbersome to unravel 
them. But the MFA is by far the most 
important trade restriction of the European 
Community affecting India [see Desai 
1988b]. 

NTMs were certainly highly prevalent on 
India’s exports: they applied to 12 per cent 


Tabie I: Dutiable Imports into the US, the El^ropean Community and Japan, or Which 
India Was the Principal Supplier in 1984 



■ftriff. 

India’s 

Duty on 

India’s 

Tbtal Duty 


1986 

Exports 

India's 

Share of 

($000) 

(Per Cent) 

($000) 

Exports 

Imports 

(E = 


(A) 

(B) 

(S 000) 

(Per Cent) 

C* tOO/D) 




(C = 
A'B/IOO) 

(D) 


USA 

Women’s cot'.on clothes. 






lace or net 

14.0 

15104 

2115 

23 

10069 

Handknitted carpets, 

> 30 cents/sq ft 

4.9 

19862 

973 

68 

1431 

Woven carpeic nes 

77 

9943 

766 

89 

860 

Cotton net rurnishings 

12.8 

5980 

765 

42 

1822 

Plain cotton furnishings 

7.2 

1464 

105 

28 

376 

Carbon steel bars nspf 
Plain cotton tablecloths 

3.2 

3242 

t04 

72 

144 

and napkins 

5.5 

1123 

62 

48 

129 


8.6 

56718 

4890 

33 

14833 

EC 

Plain tanned bovine hides 
Leaves and stems (feuilles. 

2.5 

20478 

512 

35 

1463 

feuilles, rameau) 

4.0 

1758 

70 

25 

281 

Vegetable products nes 

0.8 

3436 

27 

34 

II 

Vegetable tanning extracts 

5.3 

358 

19 

55 

34 

Fenugreek and curcuma 

1.0 

1810 

18 

54 

34 


2.3 

27840 

647 

34 

1893 

Japan 

Chilled and frozen prawns 
Dyed fAtrics, at least IS 

3.0 

242420 

7273 

18 

40403 

per cent cotton 

Gingham, at least tS 

5.6 

I2S36 

702 

40 

1735 

per cent cotton 

5.6 

10063 

564 

79 

713 

Dyed goatskin 

10.0 

4044 

404 

62 

652 

Women’s cotton dresses 
Vegetable' oils with acid 

7.0 

3012 

356 

55 

647 

value over 0.6 

4.2 

4984 

208 

30 

416 

Woven cotton carpets 
Tobacco extracts and 

1.4 

1665 

140 

79 

177 

essences 

20.0 

673 

135 

50 

269 

Wamen’s cotton suits 
Semitanned sheepskin 

7.0 

1830 

128 

41 

312 

and lambskin 

2.5 

3536 

89 

39 

229 

Nicotine sulphate 

4.6 

1849 

85 

100 

85 

Shellac 

20.0 

183 

37 

91 

40 

Mango chutney 

15.0 

190 

29 

97 

29 

Cotton furnishings 

5.6 

333 

19 

32 

58 

Dyed buffalo leather 

10.0 

128 

13 

55 

23 

Curry powder 

12.0 

42 

5 

100 

5 


3.6 

294169 

10307 

23 

46642 


Sourer. Cakulaied fiom the UNCTAD daubasc. 
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of India’s exports to the United States, and 
35 per cent of the exports to Japan 

Itade coverage gives no indication of the 
Effectiveness of NTMs which should be 
measured by the trade they prevent rather 
than what they cover. Unfortunately we have 
no Indian estimates of the obstructiveness 
of various NTMs. it could be assessed only 
by exporters who are affected by them, and 
they were not involved in the Uruguay round 
by the governme-'t. 

But bearing in mind the distinction bet¬ 
ween NTMs that are effective and those that 
are formal, one can conclude that the NTMs 
of the greatest present concern to India are 
the MFA, and the various measures used by 
the European Community to impose mini- 
ipum prices and maximum volumes on 
primary exports. On the other hand, 
AD'CVD actions, extensively used by the 
United States, Canada, Australia and Chile, 
are not very relevant to India as an exporter; 
nor are the known VERs (Kosiecki 1987: 
442-4S0). 

Natural Rlsourcf. products. 

Textiles, AuRicucruRAt. Products 
andTropicai Products 

In all these areas except textiles, India's 
interests are only marginally involved. Iron 
ore exports are important to India, but no 
great concessions arc sought or expected. 
Amongst tropical products, concessions on 
tea would be useful, especially if they took 
the form of u reduction in the indirect taxes 
in industrial countries; some concessions 
may be included in the package being 
worked out. Jute goods exports have suffered 
from the competition of synthetics, and can 
expect no help from trade liberalisation. 
Amongst agricultural goods, India is an 
occasional and minor importer of some, 
especially sugar, wheat and milk powder. 
The current subsidies of industrial counties 
suit India well. So it may well be in India’s 
interest to support the present regime, 
especially that of the European Community. 
But again, the magnitude of benefit is small. 

Ibxtiles, on the other hand, are very im¬ 
portant for India, both becau.se of their 
weight in total exports and because MFA 
restrictions have bttn the binding constraint 
of them. India’s underutilisation of quotas 
in the past may suggest otherwise; but as 
Khanna (1988) showed, this was due to the 
Indian goverrunent’s quota allocation policy. 
Till 1985, 75 per cent of the quotas were 
distributed on the basis of “past perfor¬ 
mance’, and the rest of first-comers. The 
penalties for non-use were low, so those 
entitled to past-performance quotas who did 
not get export orders wasted their quotas 
rather than surrender them. Since 1985, the 
auctioning of a limited (but growing) pro¬ 
portion of the quotas has improved quota 
utilisation dramatically. But it would not 
reduce the uncertainty generated by the 
quota system, which has created a market 
structure that is wholly inimical to technical 
change The exporting firms have to a large 


extent become order-takers and assemblers, 
whilst the actual manufacturers are 
thousands of small sweatshops that are so 
uncertain of orders that they undertake the 
minimum of investment and training. 

Economists have made a powerful case for 
di.smantling MFA restrictions and, failing 
that, for making them 'transparent and 
globalising them [cf Keesing and Wolf 1980; 
Sampson 1987]. Whatever the strength of the 
economic case against the MFA, however, 
political compulsions make it quite unlikely 
that the Untied States and the Eurotwan 
Community, the two major practitioners, 
will significantly liberalise their MFA 
arrangements and increase imports. What 
may be feasible, and worth India’s while to 
work towards, is the globalisation of quotas 
and the building into the MFA of accelerated 
structural adjustment in the industrial 
countries. 

Globalisation could mean the abolition of 
product-specific quotas, or exporter country 
quotas, or both. Both would be to Indias 
advanuge. India exports mostly dyed cotton 
the local supply of cotton; of the major 
textile exporters, the NlCs—South Korea, 
Taiwan, Hong Kong, and Thailand—would 
not impinge on India’s markets because 
India’s products are low-value ones 
appropriate to its low wages; only China has 
the volume of cotton output for a substantial 
increase in cotton-based exports. On the 
other hand, India has largely excluded itself 
from the mass textile market based on 
synthetic and blended yarns by building up 
a highly taxed, small, fragmented and high- 
cost synthetic fibre industry. Policies towards 
it have been changing in the last three years; 
there is no reason why India should continue 
in the long run to be a high cost producer 
ol the standardised garments of synthetic 
and blended fabrics that form the mainstay 
of international trade. 

Between the two, it would be politically 
easier for the industrial countries to 
abandon country-specific rather then 
product-specific quotas. If that happens, it 
would be preferable if the present formulae 
for the uniform growth quotas were to be 
replaced by growth dependent on com¬ 
parative advantage; the product pattern of 
domestic output and imports should be 
allowed to adjust themselves to comparative 
costs, even if the pace of adjustment is 
slowed down. Thus the product categories 
should be defined as broadly as possible; 
and the provisions for the abandonment of 
automatic growth to maintain “minimum 
viable production” of product categories 
need to be abandoned (cf Hufbauer et al 
1986:139], In the broadening of categories, 
it would be useful to merge together fibre- 
speciHc cat^ories, and to encourage the 
industry in industrial countries to move from 
low-value to high-value products. 

Finally, given the rate of growth of 
demand in industrial countries, the rate of 
growth of their textile imports depends on 
(be rale of contraction of thdr domestic 
industries; it is important that there should 


be policies besides import restriction to deal 
with imports—policies to encourage specia¬ 
lisation and changes in the product patteriL 
As Torre [1984] has shown, there are 
enormous differences in the extent, vigour 
and rationality of structural adjustment 
policies of the industrial countries; bringing 
some uniformity into them so as to ensure 
that they accelerate structural change instead 
of propping up declining firms and sections 
of industry has obvious advantages. 
Whereas it would be difficult to negotiate 
arrangements in the Uruguay round which 
would favour one eiporting country against 
another, it is more promising to try and 
negotiate policies for faster structural 
adjustment. 

Ill 

India's Inters'bt in Legislation 

We argued in the previous section that 
barring MFA, India’s interests were not 
strongly involved in the quantitative issues 
in the Uruguay round. It is impossible to 
come to an equally clear conclusion in 
respect of the issues relating to the making 
of rules (e g, on services) and their modifica¬ 
tion (e g, of rules on subsidies, or on dispute 
.settlement). That internationally negotiated 
rules can have a profound influence on the 
world is demonstrated by the GATT itself; 
this low-profile institution received little 
attention in the first 30 years of its life, but 
the successive MTN rounds under its aegis 
have changed the world trading system 
beyond recognition. Hence even if it is only 
as insurance against unexpected and un¬ 
welcome change, it is important for India 
to take a serious and active interest in the 
negotiating groups concerned with rule- 
making. BeloM' we describe which groups are 
of special relevance to India and how. 

Safeguards. Subsidies/Countervailing 
Duties. MTN agreements, STANimiLL 
and Rollback 

Between 1980 and 1986, there were 460 
anti-subsidy measures, of which 4 were 

Table 2: Non-Tariff Measures Affecting 
INDIA'S Exports to the United States and 
Japan, and the Value of Exports Affected 
BY Them, 1986 



USA 

Japan 

MFA 

277051 


AD-eVD 

10679 


eVD monitoring 

1625 


Quotas 

11630 

20194 

Licences 


29S90I 

Health and safety 
regulations* 


65904 

Other NTMs 

434 



301439 

382019 


Note : * Imports subject to health and safety 
regulations are often ndijeet to other 
trade restrictions as well. 

Sourer, As for Thble 1. 
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against India (all by the United States); thete 
were 1^88 anti-dumping measures, of which 
8 were against India (4 by the United States 
and 4 by Australia) [Finger and Otechowski: 
260<267[. This record seems unremarkable; 
compart to that of Brazil (88 anti-subsidy 
and 49 anti-dumping measures) or South 
Korea (21 anti-subsidy and 76 anti-dumping 
measures) it looks almost virtuous. But this 
is less due to the Indian government’s 
policies or Indian firms’ pricing practices 
than to the lack of competitiveness of Indian 
exports in the markets in the countries that 
specialise in countervailing and anti¬ 
dumping measures (the United States, the 
European Community, Australia, Canada 
and Chile). If India’s penetration into the 
markets of those countries increased—or its 
relations with them became less friendly— 
its export subsidies would readily attract 
countervailing action. India could argue that 
the subsidies only compensate for domestic 
taxes; but this argument has not prevailed 
in the few countervailing and anti-dumping 
actions India has attracted, nor when used 
by other countries which ate more frequent 
victims of those measures. Measures that are 
actively used in India, such as rebates on 
direct taxes or on import duties, and 
preferential pricing of inputs going into 
exports, have been treated as subsidies in the 
case of Mexico, Brazil, South Africa and 
South Korea and countervailed by the 
United States [Nam 1987: 741], Hence it 
would be in India’s interest (barring the 
dismantling of its export subsidies) to seek 
the strengthening of exporters' rights in a 
revision of the subsidies code. 

For reasons given in Section 1, it is likely 
that the surveillance body on standstill and 
rollback will not fulfil its objective. The EC 
offer makes it possible that there will be 
selective rollback of trade restrictions 
through competitive offers; but an extensive 
reversal of the measures in force is not feasi¬ 
ble Nor are India’s interests deeply involved, 
since few of the measures that are arguably 
incompatible with the General Agreement— 
mostly grey area measures—are directed 
against India. But such measures are an 
alternative to CVD and AD actions, and 
India would be equally susceptible to both 
in the event of its being more successful as 
an exporter. Hence it would make sense for 
India to work towards GATT rules to cover 
grey area measures, which might include 
amongst oth« things: 

(a) the conditions to be fulfilled before such 
measures can be taken (e g, material 
injury tests); 

(b) the forms such measures may and may 
nm take (e g, import m export duties 
rather than quotas); and 

(c) minimum coiiditions to ensure competi¬ 
tion and new entry. 

In fact, this may be the right round to pro¬ 
pose a Code on restrictive business practices 
in international trade based on the domestic 
laws in the United Sutes and the European 
Community. 


GATT Articles, GaTT Functioning 
AND Dispute Settlement 

Some of the development of great interest 
to India are taking place in these areas. For 
instance, the discussion of outsiders’ rights 
in the formation of preferential trading 
arrangements is extremely relevant. The 
special arrangements worked out by the 
European Community with the ex-colonies 
of its members under the Lome Convention 
excluded and discriminated against India. 
The United States has formed a free trade 
area with Israel. As its international com¬ 
petitiveness declines, it may also promote 
preferential trading arrangements with Latin 
American countries; and in defence, Japan 
may give preferences to East Asian countries. 
By virtue of its size and geographic location 
India is unlikely to become a member of any 
of these empires: it is in India’s interest to 
strengthen the protection of outsiders* rights 
under Article XXIV. Similarly, the dis¬ 
cussion on Article XXVIII concerns the 
rights of minor suppliers, amongst whom 
India belongs. 

The idea of trade policy surveillance, 
floated in the negotiating group on GATT 
functioning, has been treated with suspicion 
in India for fear of the possible pressures 
that such surveillance may be used to bring 
on India to liberalise its trade policy. Perhaps 
the strongest factor in raising this suspicion 
was the World Development Report of the 
World Bank (1987). Normally, India is well 
insulated from the ebb and flow of outside 
ideas, but the World Bank tried to storm the 
walls of its insularity by extensive distribu¬ 
tion of its report and by holding meetings 
in major Indian cities to propagate it. 

The argument of the WDR has been 
placed in a GATT context by Eglin and by 
Anjaria. Eglin [1987], in a review of GATT 
surveillance of import restrictions on 
balance of payments grounds, argued that 
there should be a time limit on their use for 
this purpose; after which the GATT should 
put increasing pressure on offending coun¬ 
tries to use macro-economic correctives. 
Anjaria’[1987], in a more cautious and 
broad-ranging survey of GATT practice, 
argued that 

... in a world of floating exchange rates and 
capiuil mobility, attempts to improve the 
balance of payments through the introduc¬ 
tion of trade restrictions are at best un 
workable; if not actually counterproductive, 
as they may induce a compensating apprecia¬ 
tion of the currency of the restricting country. 
The government of India, which even 
while liberalising imports did not appreciate 
the World Bank’s pressure, was greatly 
exercised by the argument of the WDR that 
countries that followed “outward-oriented” 
policies had performed better than those like 
India that hiid not. But the argument did not 
matter because under the present scarcity of 
solvent borrowers, the Wtorld Bank would 
continue to lend to India whatever its view 
of India’s trade polidcs. The same argument 
in a GA'TT context was, however, mote 


threatening because it might lead to gmter 
strictness or less tolerance on the part of the 
GA'TT in the biennial consultatioru India 
has to hold under Articles XII and XVIllB 
with the Committee on Balance of Ihiytnents 
Restrictions. 

It is a pity that the question of desirability 
of a trade policy surveillance body has been 
confu.sed with the criteria that that body 
may adopt. As Blackhurst [1988] has 
stressed, 

the case for enhanced surveillance is 

distinct from the case for liberal trade. 

The proposal is essentially for the intensi¬ 
fication of the coruultations: there would be 
a more detailed discussion based on docu¬ 
mentation prepared both by the govermnent 
of the country and the GATT Secretariat— 
though no more detailed than what India 
currently undergoes at the hands of the Fund 
or the Bank. There is no presumption that 
the new surveillance machinery would be 
more imbued with open-trade ideologies 
than the present Balance of Payments Com¬ 
mittee: and even if it were, it would have no 
more teeth than the General Agreement 
allows. 

The main point of the proposed surveil¬ 
lance body IS to ensure a more continuous 
and deeper monitoring of the trade policies 
of the industrial countries. Most of the trade 
icstfictiuns of industrial countries—white, 
black and grey—are directed at other in¬ 
dustrial countries. The GATT works through 
peer pressure: on the team that would hold 
consultations with the national government 
would be represented two or three delega¬ 
tions oi other countries, presumably the 
country’s major trading partners. The new 
surveillance body may thus generate some 
mutual pressures amongst industrial coun- 
tr'-is for more liberal trade. The benefits of 
such pressures are worth the ‘inconvenienced 
of the scrutiny of Us own trade policy for 
India. 

iNii-t t ectuai Property 

Potentially, decisions in Geneva on this 
issue could impinge on the Indian govern¬ 
ment's policies in at least three areas: 
technology imports, ownership segmentation 
of industry, and intellectual property. 

On technology imports, the government’s 
policy has been to allow technology imports 
in some industries, to allow technology im¬ 
ports but not foreign direct investment in 
others, and to leave a few industries open 
for foreign investment. Within the last class, 
the greater the foreign share in equity, the 
less likely is government permission to invest; 
investment up to 40 per cent is often allowed, 
over 40 percent seldom. The practice hat 
become more liberal than the policy on 
paper in the last three years; but even then 
it is uncommon for the government to allow 
foreign majority control except in Arms that 
export most of their output. 

Ownership segmentation refers to the 
government’s poli^ on which kind of firm 
may enter which industry. Thus there are 
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about 800 products that can only be pro¬ 
duced by small firms; and in a number of 
industries the government is supposed to 
take a ‘leading role*. There is also a list of 
industries that can be entered by foreign 
firms and firms belonging to the larger 
Indian businss groups. But there is nothing 
automatic about their entry into these 
industries [Desai 1988a]. Most of the service 
industries where trade-related investment 
would be necessary—especially banking, 
insurance, transport and communications— 
are under government ownership. 

Following a handful of lawsuits in which 
foreign firms successfully sued Indian firms 
for breach of patent, a Patents Act was pas¬ 
sed in 1970 which weakened patent protec¬ 
tion [Desai 1980]. It introduced provisions 
for conyiulsory licences, licences of right, 
and privileged access of the state It abolished 
product patents in food products and chemi¬ 
cals, and reduced the term of process patents 
to 7 years. Most of the new provisions copied 
Briti-sh law; and those that strengthened 
users’ rights—compulsory patents, licences 
of right, and state privilege—have remained 
largely unused since the act passed into law. 
It has, however, had two noticeable effects; 
the number of patents applied for by foreign 
firms fell sharply [Singh 1987; 73]; and the 
number of technology import agreements 
with cast European countries for pharma¬ 
ceuticals rose at the expense of those wiili 
western countries. 

Legal opinion is that Indian law is con¬ 
sistent with the Paris Convention (of which 
India is not a member) [cf Ponnuswami 
1987; Sangal 1987]. However, it could be 
argued that a patentor should not be 
penalised for non-working if he is not 
allowed to work his patent or to invest in 
order to work it. Thus the demand for 
stronger patent rights would entail a demand 
for freer entry of foreign capital, calling into 
question the government’s policy of owner- 
.ship segmentation. 

Such a broad attack on Indian policies is 
unlikely to emerge from the Uruguay round. 
The most feasible outcome of the negotia¬ 
tions on intellectual property is joint action 
against counterfeit go^s. Here too, the 
United States is relying more on bilateral 
action. It has persuaded Singapore to tighten 
its law against couterfeiting, and is on the 
way to making Thailand do so. But such 
bilateral moves do not preclude multilateral 
ones, and the United States may well be 
able to muster good support for an anti¬ 
counterfeiting agreement in the Uruguay 
round. 

However, a counterfeit product cannot be 
defined without the definition of a genuine 
Pniduct in torms of variants of intellectual 
property such as patents, trade marks, 
copyright, etc. Even now the US IWide and 
Thriff Act of 1984 provides for powers to 
Kstrict imports of goods contravening 
^erican intellectual property tights, which 
was recently used against Brazil. A GATT 
code on intellectual property could lead to 
fbe application of such restrictions in all 


signatory countries, which would certainly 
include the three big players. That would be 
a serious development for India, for at issue 
would not be India’s right to have intellectual 
property laws of its choice, but its right to 
export goods in which anyone in the sig¬ 
natory countries may claim a right. In other 
words, insistence on s and dt would not meet 
the threat; what is required, for India's point 
of view, is a narrowing down of the defini¬ 
tion of an internationally recognisable 
international property right. And the price 
India—and other similarly placed develop¬ 
ing countries—may have to pay would be in 
terms of the strengthening of intellectual 
property protection. Some hard option.s 
could be involved here; it would pay the 
Indian government to consider what it would 
be prepared to concede to save Indian 
exports from undefined hazards they may 
face in countries that combine to protect 
their mutually recogni.sed intellectual 
property. 

Si R\ in S AM) Tkadi -Ri-l aii 1) 
iNVESTMtNI 

Trade-related investment is necessary only 
in the case of services that must be rendered 
in siiw, iliu.s, freer trade in such services 
would al.so require the granting of the right 
of establishment to foreign Hrms wishing to 
trade in services. Granting such a right 
would be awkward for India, for the major 
service industries where foreign firms may 
wish to compete—financial servicc.s, trans¬ 
port and communications—are state 
monopolies. 

The developing countries have argued that 
the right of establishment of foreign firms 
in service industries should be balanced by 
the right of migration of labour, which 
would be unacceptable to the major indus¬ 
trial countries. This is an excellent argument, 
but it would not prevent or help in dealing 
with three possible developments; 

(a) An agreement on services might be 
reached outside the GATT, or on principles 
other than GATT principles. This is implicit 
in the Swi.ss proposal of “optional MFN 
treatment”, which would lack two elements 
India would particularly value—s and dt and 
unconditional MFN treatment. In other 
words, it could open me door for discrimina¬ 
tion against Indian services in the markets 
of industrial countries—and some of them, 
such as banks, airlines and shipping services, 
have of necessity to operate in industrial 
countries. 

(b) The agreement may take the form of 
sectoral codes which India may have the 
choice of signing. They may embody 
elements unwelcome to India, and yet, not 
signing them may expose the country to 
discrimination. A precedent is there in the 
subsidies code of the Ibkyo round: the 
United States offers the test of material 
injury in its AD-t'VD actions only to 
signatories of the code. 

(c) India’s service markets may be opened 
op bilateral pressures. A precedent, for this 


is to be found in the way the United States 
increased the market shares of US firms in 
the South Korean insurance market [Cho 
1987]. 

Thus if the United States was serious 
about opening up India’s—and developing 
countries -markns for services, India would 
have to think of something more than 
arguments to prevent it; for instance, coali¬ 
tions. trade concessions, or domestic 
adjustments. 

IV 

.\lU‘rnatis'e ('.oalitiona 

In Section II we argued that the quanti¬ 
tative gains India could expect through 
bargaining in the Uruguay round are meagre. 
In Section III we identified certain directions 
in which India might work in the rule- 
making negotiating groups, but pointed out 
the dangers. Would our conclusions be 
different if coalitions were taken into 
consideration? 

TARll-re 

As can be seen from Ihble 1, it India vvere 
to seek tariff reductions on all the items 
exported to the three big markets of which 
it is the principal supplier, it would be able 
to negotiate on only a handful of products, 
and capture only a small share of the 
resulting benefits. What would be the con¬ 
sequences of forming a coalition with those 
countries to which the benefits of conces¬ 
sions to India would leak out, or those, con¬ 
cessions to wh.ch would benefit India? in 
Table 3 we give some estimates. For the US 
market we have taken the products of which 
India is the principal supplier, taken the 
countries that are substantial exporters of 
those products, and calculated the duty 
remissions that would accrue to them if 
India negotiated the abblition of tariffs on 
the items of which it i.s the principal sup¬ 
plier. Similarly, we have taken the products 
of which India is a substantial supplier and 
other countries are principal suppliers, and 
calculated the duty remissions that would 
accrue to India's exports if those countries 
obtained free entry for those products of 
which they are principal suppliers. The 
calculation is rough, but its results are robust 
enough to stand approximation. 

The benefits from potential coalitions 
shown by Ihbic 3 are not insubstantial; com¬ 
pared to the benefits that would accrue'to 
India if it negotiated alone, they are signi- 
ficani. But Table 3 .shows the difficulty of 
reaching meaningful coalitions. A coalition 
with Hong Kong would bring a far higher 
spill-over to India than the benefits of 
negotiating alone. But Hong Kong lias 
virtually no import restrictions, and has little 
to offer in return for the concessions it could 
ask for. China, the next most important 
potential ally, is not a member of the GATT. 
The European Community’s interests in the 
Uruguay round are enormous, and them is 
no reason for it to be interested in an elipble 
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coalition with India. With the rest of the 
countries, the potential gains are small. And 
all the countries--or a group of them— 
simply do not form a cohesive or homo¬ 
geneous group for a coalition to make sense. 
Although we have not been able to repeat 
the calculations for the European Com¬ 
munity and Japan, a look at India’s 
principal competitors in those markets 
suggests that the handicaps against coali¬ 
tions apply to them as well. On reflection, 
it is evidmt that the beneHts of tariff reduc¬ 
tion are greatest for the biggest exporters, 
and it is not worthwhile for them to coalesce 
with small exporters, for the gains they 
would make as substantial exporters of the 
goods of which the small exporters are prin¬ 
cipal suppliers are not commensurate with 
the gains of the small exporters from con¬ 
cessions to the big exporters. 

On the offer side, India might seem to be 
generously endowed, with its average tariff 
of 40 per cent and a tariff revenue of $ 4 
billion. But an exporting country would have 
no certainty about the effects of a tariff cut 
by India as long as its exports are also 
limited by Indian quotas. India declared to 
the GATT that 48 per cent of its product 
groups were subject to QRs for balance-of- 
payments reasons. The actual proportion of 
imports subject to formal and informal QRs 
is impossible to calculate, but is almost 
certainly higher. An unofficial estimate given 
out by an official is that Rs 40 billion’s worth 
of imports—! e, about a quarter—are on 
Open General Licence i e, do not require an 
import licence. But a half of them are in the 
hands of government agencies and are 
therefore not susceptible to market demand; 
and most of the rest can only be imported 
by designated “actual users”. Thus tariff cuts 
made by India would lack credibility as real 
concessions. 

Hence the benefits obtainable by India 
through a request-and-offer procedure 
would be sparse, and would not be signi¬ 
ficantly improved by functional coalitions. 


This affects India particularly severely 
because it is a minor exporter; but Che 
request-and-offer procedure has quite 
general shortcomings in multilateral negotia¬ 
tions that led to its abandonment in favour 
of automatic formulae from the Kennedy 
round onwards [Baldwin 1987; 42]. It is 
more promising to follow the Brazilian pro- 
pt'sal mentioned in Section I, whereby the 
industrial countries would abolish tariffs in 
favour of developing countries for 10 years. 
The question here is what concessions the 
developing countries would offer (and which 
c‘. them would offer it). A credible conces¬ 
sion would be an undertaking to free a 
certain proportion of the developing coun¬ 
tries’ imports from all restrictions except 
tariffs and to bind the tariffs on them below 
certain maximum levels. 

NON TARIFF MtASURHS 

Would India gain by making or entering 
coalitions in respect of NTMs? The impor¬ 
tance of MFA to India was shown earlier. 
A narrow functional grouping is not pos¬ 
sible, for the argument that was put forward 
in the context of tariffs is all the more 
applicable here. India is a minor exporter, 
accounting for less than 2 per cent of world 
textile exports, and it would gain more from 
a coalition than its competitors. This would 
be even more true of other NTMs; India is 
as unimportant a victim of NTMs as it is 
of tariffs. It was subject to 2 of the 206 
affirmative anti-dumping actions taken in 
1980-86 (Finger and Olechowski 1987: 
260-267). Of the 137 VERs listed by Kostecki 
[1987; 439-450], India did not figure in any. 
Thus India is not an attractive partner to 
have in functional coalitions. 

Services 

India had formed a coalition, the Croup 
of 10, on services in the months preceding 
Puma del Este, with the object of excluding 


Table 3: Spillover of Benefits from Possible Remission of Duties on Products of which 
(A) India Is fhe Princiml Supplier and (B) India Is a Substaniial Supplier 


Spillover to 

Spillover from 

No of 

Duty 

No of 

Duty 

Products 

Remission 

Products 

Remission 


(SOOO) 


(SOOO) 


Hong Kong 

1 

55 

6 

27707 

China 

4 

780 

2 

2348 

European Community 

3 

154 

2 

1457 

Pakistan 

2 

29 

1 

430 

Japan 

South Korea 

I 

410 

3 

363 

Bangladesh 



1 

102 

Turkey 

1 

85 

1 

8 

OAN 

1 

77 




13 

1590 

16 

32415 


Note : Hie spillover to another country is taken to be equal to the duty paid on that country’s 
exports to the United States of products of which India is the principal supplier. Tlie 
spillover from a country to India is the duty paid on India’s exports to the US of the 
products of which that country is the principal supplier. 

Sourer. Calculated from the UNCTAD daubase; 


services from the Uruguay round. What it 
achieved was a parallel and independent 
track of negotiations on services. It thereby 
aimed to ensure that the industrial countries 
did not seek concessions on services as a 
price for concessions on goods that they may 
give to the developing countries. 

However, concessions on goods were only 
one possible way of getting the developing 
countries to make concessions on services, 
as pointed out in the previous section; the 
same result could be achieved by embodying 
within an agreement on services features that 
are attractive as well as unfavourable to the 
developing countries, or by discriminating 
against countries that do not sign the 
services agreement. 

It is too early to predict the shape of the 
package ’.hat would eventually emerge on 
services. But assuming that India’s official 
position on services remains what it was 
before Punta del Este, viz, no concessions 
and complete autonomy,^ it would be 
extremely vulnerable. In a number of 
services, Indian firms either cannot avoid 
competition from foreign firms or must 
retain establishments abroad: shipping, air 
transport and banking are obvious examples. 
India cannot fully protect indigenous Firms 
in such industries; all it can do is regulate 
domestic competition, and even there its 
ability to favour local Firms is limited by 
bilateral bargaining power. This is so even 
now. An Indian traveller can travel abroad 
by any airline, and the market share of Air 
India, the Indian flag carrier, in Indian 
trafFic has been declining. Indian shipping 
firms are in dire straits thanks to overseas 
competition. Indian banks make such lucra¬ 
tive profits on their operations abroad that 
they would not wish to exchange them for 
the profits being made by foreign banks 
in India. 

Thus the pre-Punta coalition, formed with 
the objective of excluding foreign competi¬ 
tion from services, is now unworkable; and 
the issues involved in negotiations on ser¬ 
vices are so complex that it is impossible to 
draw new battle Unes [cf GATT 1985:4942]. 
At the same time, coalitions are of less con¬ 
sequence in this area. For in services, the 
problem is not so much to exchange conces¬ 
sions with quantifiable effects, as to har¬ 
monise national regulations. There is still 
much scope for constructive contributions 
from delegations with little bargaining power 
if they familiarise themselves with laws and 
practices on services and their consequences. 


Back to Special and Differential 
IVeatment? 

We argued that the potential gains for 
India from going it alone as well as from 
functional coalitions in the Uruguay round 
are small and uncertain. Given the state of 
trade data, it is impossible to do similar 
calculations for the earlier rounds; but it is 
not very likely that the potential gains in 
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that limit India’s opportunities—its un¬ 
importance in world trade, and its lack of 
attiactiveness as a coalition partner—neither 
could have been very different in the 1960s 
and Kie 1970s. 

The extent of potential gains from parti¬ 
cipation also measures the magnitude of loss 
suffered through the acceptance of s and dt; 
hence the view that India missed great 
opportunities by accepting it is of doubtfui 
validity. And it is even more dubious for the 
large munber of developing countries which 
are even more marginal participants in world 
trade.^ The evidence often cited for it. that 
the tariffs of industrial countries on pro¬ 
ducts of interest to developing countries fell 
less than those on products of interest to 
industrial countries, could be explained in 
other ways: for instance, that amongst them 
were ‘sensitive’ products like textiles and 
leather goods, or products with a low inter¬ 
nalisation ratio for developing countries, or 
there was not sufficient complementarity 
within the group of developing countries to 
enable them to form coalitions. Finally, it 
is not true that s and dt prevented the 
developing countries from participation in 
the MTN rounds: those that wanted to 
negotiate could always have done so. Con¬ 
cessions were made in the Kennedy round 
by Chile, Jamaica, South Korea and Peru, 
and in the Tokyo round by Indonesia, 
Morocco, Colombia, Thailand and ivory 
Coast. India itself bound tariffs in the course 
of bilateral bargaining in the Kennedy and 
the Tokyo.rounds [Finger and Holmes 1987: 
53-S7]. Thus it is possible to sustain the view 
that s and dt made little real difference to 
the course of events. Why then was it granted 
in the first place? And why did both the 
indusuial and the developing countries 
regard it as an important is.sue in the 
Uruguay round? 

Our answer to the first question, which 
must be tentative at this stage, is that s 
and dt greatly simplified MTN. Baldwin 
[1987: 42] recounts how cumbersome 
negotiations had become by the time of the 
Kennedy round; 

.. .the iton-by-item method of negotiation, 
using the principal-supplier rule; also slowed 
down the rate of trade liberalisation. 
Bringing many countries together at one time 
helped the literalisation somewhat, but the 
negotiations between coumry teams still were 
essentially bilateral. Lacking high-speed com¬ 
puters, n^otiators rimply were unaMe to take 
account of the multilateral balancing 
possibilities on thousands of items for dozens 
of countries.* 

The adoption of uniform, automatic for¬ 
mulae from the Kennedy round onwards 
greatly simplified matter^ but the lists of 
exceptions had still U> be negotiated. As 
Hoda [1987: 70] describes the procedure; a 
concession to a principal supplier could be 
withdrawn unless other suppliers supplying 
more than 15 per cent of the imports also 
made matching concessions; exporters sup¬ 
plying less than 15 per cent got a free ride 
Irrespective of whether they were devdoping 
couittries or not Giring s and dt to develop¬ 


ing countries meant that they gave no con¬ 
cessions even if their shares in a country’s 
imports exceeded 15 per cent. The propor¬ 
tion of such imports in developing countries* 
exports or industrial countries' imports 
cannot be ascertained; but before the advent 
of the NICs, substantial inatkci shares of 
developing countries in the world trade in 
manufactured goods were unusual outside 
textiles. Thus the cost of free ridw was low 
at the time of the Kennedy rounti, and the 
absence of crowds of developing countries 
from the table made negotiations enormous¬ 
ly more manageable 
If this explanation is correct, the reason 
why the industrial countries regarded 
s and dt as an important issue in the 
Uruguay round also follows; by the 1980$, 
the NICs had obtained significant market 
shares in a number of markets for industrial 
goods; and it was possible that they would 
do so in more. They could not be allowed 
to shelter behind s and dt; a mechanism for 
their graduation had to be worked out. 

It is more difficult to understand why 
India regarded s and dt as a serious issue. 
One possibility is that it misread the signals, 
and thought itself to be in danger of gradua¬ 
tion. It is even more likely that, not having 
made its own calculations, it decided that 
if s and dt worried the industrial countries 
(or made them appear worried), it must be 
important. S and dt is also a great aid to 
laziness in developing country governments— 
it saves them from painful calculations of 
national interest. The likeliest reason is, 
however, that the defence of s and dt was 
thought to be a good rallying cry for those 
forces within G77 of which India is a leading 
member. It is a fact of life that there arc a 
great many developing countries that are too 
small and economically too weak to have 
much control over their international 
economic relations. Oftoi their governments 
find it too risky even to voice their frustra¬ 
tion over this lack of control. The countries 
neighbouring South Africa are an outstand¬ 
ing example, but they differ only in degree 
from a great number of small developing 
countries. India has had a natural sympathy 
for them owing to their common coloniai 
past, and finds it less risky to articulate their 
frustrations because its size and geographical 
location make it less vulnerable; H«ice there 
is 8 demand for it as the spokesman of what 
has come to be known as the non-aligned 
movement [Desai 1988b]. NAM is really i 
trade union of devrioping countries, and like 
all trade unions it is long on demands and 
short on offers. Dubey [1985], in his account 
of North-south negotiations, describes how 
G77 negotiating positions are evolved: a 
package is made up of measures of interest 
to all developing countries, to which are 
added some demands of interest to a few of 
them. Interestingly, all the offers by develop¬ 
ing countries amongst his examples consist 
of a scaling down of or a tactical retreat on 
demands. And he gives a revealing explana¬ 
tion of why basic demands never change: 

.. .on issues involving broader long-term 
objectives, that is, whoi a principle or an idea 
on vriikh there can be only stei^by-step pro¬ 


gress is to be pieserved aitd taken forward, 
a degree of confrontation between the North 
and the South may beconie unavoidable and . 
even desirable. U is necessary to go on 
agitating about these ideas and keep than 
alive by majority votes. For example; it is 
unrealistic to expect that, at the present stage 
of iuicrnalional economic relations, the 
developed countries would accept such ideas 
as an international taxation system, a drastic 
restructuring of the world financial and 
monetary systems, the control of the develop¬ 
ing countries omm institutions such as the 
IMl'' and the World Bank, or drastic changes 
tn the rules governing international trade; At 
the same lime, these are the key issues related 
tu the establishment of the NIEO; and there¬ 
fore the developing countries cannot afford 
to give them up |Dubey 1985; 172). 
Amongst the special rights that the 
developing countries claim as a consequence 
of their history i.s s and dt. Hence as long 
;k the ti’' style of negotiations continues 
so will the insistence on s and dt. 

Not only wilt the dt*veloping countries 
continue to demand s and dt, but the in¬ 
dustrial countries will continue to grant it 
for two reasons. First, it is a low price to pay 
for securing the developing countries* 
assent—in effect, for removing them from 
negotiations. Second, its content can be 
varied by the industrial countries at will. 
Graduation of developing countries under 
certain conditions has been legislated by the 
United Stares and New Zealand; graduation 
of exports of panicular products is built into 
the laws and practices of the United States 
and the European Community. 

1 hus India is likely to ask for s and dt in 
the codes and arrangements that may be 
negotiated in the Uruguay round, including 
those on services; the industrial countries 
may resist to give the impression that it is 
va'uable, but they wilt eventually concede it. 
S and dt is not a negotiating issue, but a 
rhetorical one. 

VI 

Concluaiofia 

In our view, India’s trade policy is con¬ 
gealed in a mould made by the domestic 
political interests. India is a democracy in 
which politicians are sustained by the votes 
of farmers and the money of industrialists. 
Such coalitions are common in all political 
systems; the only remarkable feature of 
India is thaf the coalition has survived for 
40 years. A part of the baigain that sustains 
the coalition is blanket proteaion for 
industry. 

Hence an Indian negotiator goes into 
MTNs with the knowledge that he cannot 
concede greater access to the Indian market 
except in driblas each of which he has to 
clear with his masters in- Delhi. He also 
knows that he will be safe if he sticks to his 
country’s official line of solidarity amongst 
the developing countries, bas^ on an 
aggregation of demands and no concessions. 
However skilled he may be; he does not have 
much to negotiate about or with. 

He may be able to get some movement in 
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Delhi if lie perceives big threats or oppor¬ 
tunities. But if our analysis is correct, there 
are none for Ihdia in the Uruguay round; 
on the contrary, an unspoken consensus is 
emerging between India and the major 
powers that India should be allowed to 
shelter behind s and dt and abdicate an 
active role. There is a convergence of forces 
in which India’s import restrictions keep it 
a small player in the world market and its 
smallness makes it too unimportant to 
bargain with. 

In these circumstances, is there any poten¬ 
tial for change? There is, but its mainsprings 
lie within the country. Within the general 
.policy of import restriction, there have been 
shifts at various points; but they have had 
their origin in domestic developments. For 
instance, the shift from import substitution 
to export subsidies in 196S followed a pay¬ 
ments crisis arising from the cessation of US 
aid. The liberalisation of capital imports in 
1978 followed a big rise in exports. 

Whilst a domestic trigger is required for 
a change in trade policy, the options per¬ 
ceived when the time comes for change are 
limited by the availability of ideas, and the.se 
have been remarkably .scarce. In the I9S6 
payments ciisis, import lu'cn.sing was 
resorted to because it had been tried in 
World War II and was the only option 
familiar to the government. L.xport subsidies 
took the form of duty drawbacks in 196.^ 
with their paperwork and delays because 
these had already been tried earlier. Import 
liberalisation in 1978 and after took the form 
of Open Clencral Licence because the OOL 
was a tried instrument. Import liberalisa¬ 
tions there have been irt the past; but they 
have had insignificant or unintended struc¬ 
tural effects because compared to the large- 
scale practice of state regulation in India, 
its analysis is meagre, and especially devoid 
of the consideration of options. If trade 
policy is liberalised, its success will crucially 
depend on its co-ordination with fiscal, 
monetary and industrial policies, and their 
sequencing. For this, broader economic 
analysis is required than the demonstration 
or estimation of the cost of protection. 

Notfs 

[1 am much indebted to S P Shukla, India's Per 
manent Representative in Geneva, and to 
Richard Blackhursi of the GATT Secietaiiat for 
their frank reactions to an earlier draft which 
were both instructive and critical. 1 am also very 
grateful to Rene Vossenaar of UNCfAD for the 
experiments he carried out on the UNCTAD 
tt^e database; some of whose results have been 
used in ilus paper. 1 have greatly benefited from 
discussions with a number of GA1'T officials, 
whose unassuming competence, conscien¬ 
tiousness and enthusiasm do much to breathe 
life into the essentially boring world of pro¬ 
posals and communications which make up the 
Uruguay round negotiations.] 

1 All direct quotations in this section are from 
the News of the Uruguay Round issued by 
the QATT Information Service, which, 
together with discussions with GATT 
officials and some Indian officials, form the 
basis of the account of the negotiations 
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presented here. 

2 For an inside view of official thinking before 
Punta del Este, sec Modwel tl98Sa]. ' 

.1 The calculations of Winters [19^7:50-51] sug¬ 
gest otherwise for developing countries. But 
we suspect (hat mo.st of the potential gains 
he estimates would go to the NICs; and 
iasofar as their exports arc ‘sensitive’ and face 
QRs in indu.stiial countries, the scope for 
concessions for their exports may be limited. 
Further, whilst the NICs may have something 
to bargain about, they would gain nothing 
by aligning themselves with other-developing 
countries. 

4 It is possible that if the participating coun¬ 
tries had had high-speed computers and an 
UNCTAD trade database, they would have 
found the gains from trade liberalisation too 
trivial to bother about. The gains from trade 
liberalisation are dynamic and largely in¬ 
dependent of reciprocity. Trade liberalisation 
is mostly held up by the difficulty of struc¬ 
tural adjustment it requires; but equally im¬ 
portant are its macro-economic effects, 
which arc generally ignored by protagonists 
of freer trade. The contribution required 
from economists is in working out the tran- 
sitit-nal phasing of iiade liberalisation 
strategies rather than in a reiteration of the 
advantages of freer trade. 
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Tariffs and Foreign Prices 

Some Further Evidence 

Raj«*«h Mehta 
K G INainbiar 

The inverse relationship between tariffs and relative foreign prices that was ■stabiished in an earlier empirical 
exerciseJune 13, 1987) is confirmed by more refined statistical invesiiaaiUms. 


FOR more than a year now, the pages of this 
weekly* continue to be enlivened by an in¬ 
teresting debate. The contest is about the 
practical utility of trade liberalisation in 
India, and in particular it rages over the 
usefulness of substantial tariff reductions 
and trade relaxations—the passion currently 
prevailing in this country. It will help to 
reflect upon the origin of the debate. It 
arose from our documentation of evidence 
[Nambiar and Mehta, 1987] relating to an 
inverse association between tariffs in this 
country and the relative foreign prices— 
prices to us vis-a-vis prices to our counter¬ 
parts in other parts of the world. The latter 
declines with rising tariffs, and increases 
with diminishing tariffs. An explanation to 
this was offered along the lines of price 
behaviour under monopolistic competition; 
that many firms engaged in international 
trade especially in manufactures are in the 
position of di.scriminating monopolists; 
substantial tariff reductions in a foreign 
market would appear to this firm as a rise 
in foreign demand; and this should lead the 
monopolistic firm, to raise its export price 
in the tariff reducing country more than in 
other markets; while, a tariff hike should 
produce the opposite effect of a fall in the 
monopolist’s price. Once this negative 
linkage between tariffs and foreign prices is 
recognised—which so few people in this 
country seem to have grasped—it requires 
little reflection to realise what a liberalisa¬ 
tion policy would do: it would result in rob¬ 
bing away some or even all of the benefits 
of such tariff reductions. We argued then 
that instead of tariff reductions, a tariff hike 
appear to be mote logical; that would exert 
pressure upon the foreign seller to cut his 
price and indirectly pay the tariff. 

These findings and the line of thought 
have ever since then become a topic of con¬ 
troversy, with many scholars participating in 
the debate; and yet continue to do. lliere are 
still a few who believe that this is possible, 
while some others ate pessimistic about our 
data its statistical implementation. But one 
liberalisation optimist went beyond this 
pessimism. With his intellectual capital, he 
went to deny that “.. .the recommendations 
formulated by N and M (Nambiar and 
Mehta) do not follow from the theoretical 
or eminrical arguments. Instead, if Birthing, 
their analysis reinforces the case in favour 
of trade liberalisation in India.'*^ Against 
this sweeping indictment, we are inclined to 
make two reservations at this point. First, 
his own geometry rebels against his state¬ 
ment that it does not follow from theoretical 


arguments; instead, his construct of the 
model, in spite of a flaw in his analysis 
which Sail |1987] pointed out upholds the 
proposition.' Second, his prescriptions such 
as “subsidising imports, charging the mono¬ 
polist a lump sum tax that matches exactly 
the subsidy cost”, and “removing the licen¬ 
sing system... and eliminate the tariff on 
imports" must be rejected as downright 
impossible. His first one, the acceptance of 
which by any number of economists, would 
not yet make it a practical policy.^ Our im¬ 
pression is that it can be done only in the 
means of a corporative state. Ot course, we 
cannot verify this impression of outs to 
everybody’s satisfaction. His second one 
stems from Ins own misgiving that the licen¬ 
sing authorities here create foreign mono¬ 
poly by licensing only one firm to supply the 
home market: m fact, the licences are issued 
to the importers at home and not to the 
foreign suppliers.' 

While the temper of this coritroscrsy has 
not yet subsided, some of the questions 
raised in this context are ncverlhele.ss impor¬ 
tant and relevant for further scrutiny. One 
question that concerns us is whether the 
perceived relationship would persist if the 
accounting is done with an alternate year's 
data. A second question relates to the 
variability in the market structure—that 
perhaps such a model cannot be applied 
uniformly to all the commodity markets, 
that there might be some commodity 
fnarkels where a single seller has not enough 
power to set the price, or that the mono¬ 
polistic structures in the domestic market 
may perhaps be a natural feature in which 
case it may have potential adverse con¬ 
sequences on price relationships. A final 
question which is also very relevant in the 
present context, and 'o which the data u$ed 
here can supply a much firmer answer is 
whether a potential tariff reduction in the 
circumstances described above woulo 
improve or deteriorate the welfare. 

Several devices for coping with these mi.s- 
sing elements in our previous work arc 
employed in what follows. One way is to ex¬ 
periment with the data of a more recent 
year—to check whether the results obtained 
for 1980 was the result of a peculiar conjec¬ 
ture of events of that year. A s«;ond method 
is to work with time-series data for a few, 
if not all, of the items. A third extension is 
to incorporate the element of market 
structute—both home market and foreign 
market, and within the latter investigate the 
price relationships of each country separate¬ 
ly. Finally, the data can be sought for other 


countries from which we can try to ascertain 
whether the perceived relationship applies 
to their trade structure. 

When all the figures are assembled, the 
inverse relationship between tariffs and 
relative foreign prices—that we anticipated 
and showed to exist with the 1980 data—is 
confirmed by the much more reHned 
statistical investigations. In other words, a 
reduction in our tariffs has been, more fre¬ 
quently than not, at the expense of domestic 
consumers who ended up paying now 
relatively more than their counterparts; and 
conversely, a tariff hike has been at the 
expense of foreign producers and exporters 
who tended to absorb the tariff hike. This 
price relationship is found to exist not only 
when looked from this country’s point of 
view; hut also when drawn against the ex¬ 
periences of other countries. As to the 
probable explanation, we dnd no a priori 
'.lioiij.' c'ouiids to Misocct the diimcstic 
restrictions upon imports for the negative 
linkages. On the contrary, as we move from 
the most liberalised items to the most 
restricted items, there is a marked deteriora¬ 
tion in the relationship. The chief factor 
influencing this price relationship, it can be 
.said without fear of contradiction, is the 
oligopolistic and monopolistic structure of 
fo’eign markets. There is considerable 
evidence to prove that foreign exporters 
enjoy considerable monopoly power in the 
domestic market; that'they find it advan¬ 
tageous to price differently in different 
markets; and that they respond, whether 
looked individually or collectively, in vary¬ 
ing degrees to our tariff changes —partly to 
protect their market share in this country, 
and partly because of their inability to find 
alternative markets for the concerned items. 
Set against this background of discrimina- 
lioy tendencies in foreign markets, our 
calculations for alternatives of tariff reduc¬ 
tion and tariff increase show that the former 
reduces the national welfare while the latter 
improves it. This may appear to some as 
utterly irrational, but we suppose that this 
irrationality may be more important than the 
malign foreign economic interests. 

II 

The Framework 

For the reader who wishes to probe into 
the results offered in the preceding pages, 
a few words of guidance beyond what has 
already been said may prove helpful. What 
we want to know is how tarifl^s work from 
the side of exporting countries. We have 
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some idea, or can pretend to know some¬ 
thing about how tariffs and trade barriers 
have worked on the domestic pricing system, 
but know almost nothing how it works in 
practice from the foreign exporters’ side, 
intuitively we feel that the economic actions 
of an individual country should not affect 
the fordgn market prices, because given the 
assumptions of perfect competition and 
jperfect foresight, there cannot exist price dif¬ 
ferences between two purchases of an iden¬ 
tical good. But in the real world, perfect 
competition hardly exists; instead, inter¬ 
national market for most products fall bet¬ 
ween the extremes of complete national 
itolatlon and complete international integra¬ 
tion. For many piquets, transport costs and 
such other isolating factors are sufficiently 
strong to permit the production of the same 
products in different countries at different 
costs, and their sale at different prices. There 
is then some warrant to look every barrier 
not only from the importers’ side but also 
from the exporters’ side. 

In our previous work,^ we sought to 
determine this tariff—foreign price linkage 
by co-ordinating information on unit values 

Table 1: Direction of ChanijFS in Tvkiif 
AND Relative Prices, 1980-84 
(OiCTRiBimoN IN Produc t CATEooRir.Si 


Category 

No of 
Commo¬ 
dities 

OpponitF trend 
TRj^/TRg 5 >l, and 


RP„/RP«,<I| 
or TRn,/TRgQ/< I. and 

89* 

RP„/RP^> 1 

Similar trend 

TR^,/TRgj>l, and 

RP|^/RPgp> 1 

or TRj,/TRjy<I, and 

58 

RP„/RP„,< 1 

TotSl 

147 

Note: TR ^ Raceofimport duties, including 


additional and auxiliary dutici 
(in per cent) 


RP = P/P,^ 

P Export price to India by three 
major exporting countries 
= Vaiue/Quantity 

Prw N Expoit to the rest of world, by 
satiie three countries 
* Statistical te.st shows that the number 
of cases with opposite trend out¬ 
number I he cases with similar trend 
(or even fifly per cent) at 99 per cent 
conlidence level. 

Sources. (!) UN, Commodity Trade Statistics. 
various issues. 

(2) 001, 'Custom Tariffs, CCE, 
various issues. 

(3) GOI, Tariff item-wise Custom 
Revenue Statements, Dir of 
Statistics and Intelligence, CEC, 
various issues. 

See Mehui and Nambiar (1988). 



for as many as 151 SITC 4 and 5 digit 
categories on a comparable basis—unit 
value of the concerned item exported to 
India from three major supplying countries, 
and unit value of the same or seemingly 
similar trade specification to the rest of the 
world, both on a FOB basis for the year 
1980. This unit value data on a relative 
basis—India vis-a-vis rest of the world— 
was then posited against tariffs (customs 
duty -f auxiliary duty -t- additional duty). 

In our present analysis we have retraced 
the same path. Unit values have been used 
in spite of its inevitable crudity and in¬ 
accuracy. ideally one should have co¬ 
ordinate this data on a time-series basis. 
But we tried to avoid this brier patch because 
the arduous task of compiling and reconcil¬ 
ing with tariff data might have taken us far 
afield. Instead, we assembled, for all the 
sample items in our original list, the rele¬ 
vant information for a year of more recent 
vintage, 1984. Alternatively, the data was 
also compiled on a time-series basis for a 
select list of commodities, chosen on the 
basis of their prominence in our import list. 
A far more difficult task was to seek whether 
the perceived phenomena is peculiar to India 
or even found to apply in the trade flows of 
other developing countries. The data was 
found for some developing countries which 
enabled us to make a crossKmuntry analysis. 


Ill 

The Empirical Results 

We need not dwell long on the fact that 
foreign exporters And it advantageous to leU 
at relatively lower prices when tariffs are 
high. This perception of a negative correla¬ 
tion between tariffs and relative fbieign 
prices—first documented in our originil 
study [Nambiar and Mehta, 1987] dealing 
with 1^ data—is leriArmed for 1984. The 


straight lines in Figure I indicate the 
relationship when (a) all the items in the 
sample are considered, and (b) only items 
under OGL are considered. Both the lines 
suggest that prices are inversely linked to 
tariffs; that a tariff rise here will, in all prob¬ 
ability lead to lowering of foreign prices to 
us relatively to those of our counterparts; 
and conversely a tariff reduction here will 
lead to a rise in relative foreign prices. The 
probability of this occurring is even more 
unambiguous in the case of items placed in 
OGL than in the rest. 

There is, in fact, another simple but more 
dynamic way to test tentatively the proposi¬ 
tion. If tariffs have a signifleantJy negative 
impact upon foreign prices, then a com¬ 
parison of changes, in tariff levels across the 
commodity heads between 1980 and 1984, 
with similar changes in relative prices can 
be expected to shed some light on the type 
of association. Ikking therefore the rriative 
changes in both tariffs and the relative 
foreign prices, the former was compared 
with the latter. The rraulting distribution of 
products according to their directional 
changes is exhibited in Ihble t. 

The <qq)osite cases outnumber the posited 
cases by about 1.6 to I. When the signi¬ 
ficance of the difference in sizes between two 
cases is tested, the null hypothesis that 
opposite cases are significantly greater than 
the posited cases is not rejected at 1 per cent 
level. 

Some examples appear striking; Tlw tariff 
on iron and steel, heavy plates, rolled (674.4) 
went up in 1984 by 210 per cent, while the 
relative foreign prices diminished by 31 per 
cent; the tariff on iron and steel bars (673.2) 
was raised by 106 per cent in 1984, while the 
rdative for^n prices diminished by 46 per 
coit. The opposite applied in the case of 
both, alkyds and other polyesters (S82J) and 
newsprint (641.1); in the case of the former 
tariffs were cot by 11 per cent, while the 
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foreign prices recorded an increase of 261 
per cent; in the latter tariff was cut by 52 
per cent, while the foreign prices moved up 
by 230 per cent in 1984. 

This same cross-section relationships 
between tariffs and foreign prices seems to 
apply also to intertemporal relationships 
within commodities. In Ihble 2. we have 
tried to iliustnte this intertemporal relation¬ 
ships with the data drawn for a few select 
list of commodities. IWo great advantages 
here are: Hrstly it frees us from such great 
dependence on a single year’s data; and 
secondly, one can hope to expect that they 
represent price relationships for a qualita¬ 
tively much more homogeneous group of 
commodities. 

Concentrating solely on the results, all the 
equations yield negative relationships. The 
coefficient of correlations between tariffs 
and relative foreign prices are found to vary 
between -0.24 for rinc alloys to -0.90 for 
nitrogenous fertiliser, with the next highest 
correlated commodity being aluminium 
alloys -0.82. 

These findings are very different from the 
expectations of the conventional trade 
theory which would call for no changes in 
traded prices w hen economic actions of an 
individual country change—the small country 
assumption. On the contrary, the direction 
of their movements in the incidents that we 
have examined suggests that a usual— 
though not necessary—situation is one in 
which a tariff reduction renders a rise in 
relative foreign prices, and a tariff hike leads 
to an opposite effect on foreign prices. 

EXPl.AN.MION K)R IHt: INVERSE 
Association 

Having shown that there is a systematic 
association between tariffs and foreign 
prices, we can shift the weight of the argu¬ 
ment to the question, namely, what explains 
this phenomenon. 

Those seeking to denigrate these findings 
try to attribute everythiitg to market failures 
at home—the licensing and quota restnetions 
at home If these restrictions are the causes 
of the price spurt, then we .should expect to 
And the spurt becoming more pervasive and 
widespread as we move from the unrestricted 
items to the restricted ones. But, as shown 
below, this is certainty not the true story. 

lb determine whether it is rooted in the 
market restrictions at home, information 
relating to type structure of import 
restrictions—OGL, canalised through public 
sector undertakings, restricted, automatic 
permissible, and limited permissible—was 
co-ordinat^ and set against each com¬ 
modity head in our sample for both 1980 
and 1^. As a next step, using the data in¬ 
puts of both 1980 and 1984, the nature of 
statistical association under each category 
of restrictions was determined. The results 
yielded by thU calculus are exhibited 
graphically in Figure 2. 



— A liirifl Raw (fVr Cend - 

«00 • A KP. 4123 -OOIOATR, N' .<U OARP - 2U4+,<1W«ArR. N».S4, 100 

C1’ARP~.0»51 oon ATR, N-4.1 AARP- ASO! .00I2,.1R. 


From the figure, wc may draw the follow¬ 
ing conclusions: 

(a) The negative as.sociation between 
tariffs and relative foreign prices is very 
much vivid in OGL group. The probability 
that a tariff hike in these items will lead to 
a decline in relative foreign prices is 
unambiguou.s. 

(b) Matters arc also dear-cut for the items 
under canalised group, but the probability 
of foreign prices responding to tariff changes 
is somewhat les.s as compared to OGL 
group. 

(c) The record for restricted, limited per¬ 
missible and automatic permissible category 
also gives some support to our expectations, 
but the relation is much less certain as com¬ 
pared to the first two groups. In other words, 
the greater use of non- tariff measures has, 
in fact, weakened the tendency to price 
discriminate, while the lack of restrictions, 
such as OGL has enhanced the opportunity 
to price di.scriminatc. 


(d) What happens when an item is shunted 
.rut from OGL to non-OGL or alternatively 
from former to the latter. The discriminatory 
effect is totally killed. Here the linear tine 
suggests a positive relationship between 
tariffs and the relative foreign prices. In 


Tabi e 3: Chanofs in Tariffs and Forfion 
Prices according to Number of Foreign 
SUPPI.IERS. 1980-84 


No of Total No of No of Corn- 

Supplying Commodities modities 
Countries Where Foreign 

Prices Moved 
Against Tariffs 


71 40 (56) 
57 33 (58) 
16 10 (63) 


Note: Figures in parentheses represem percen¬ 
tage of commodities. 

Sources,' Same as Table I. 


Table 2: Regression Rfsuits Relatino to Spfchic Indian MANUF.AcriiRiNO Industrv 
Timf Series AN.M.VSIS RP = a-fBTR 

(Sample: 1977-«4f 


SITC NO 

Commodity 

a 

b 


R^ 

F 

N 

562.1 

Nitrogen fert 

1,6054 

(15.33) 

-0.00523 

(5.14) 

-0.90 

0.82 

26.51 

8 

S62.3 

Potassic fert 

1.0412 

(21.16) 

- 0.000168 
(0.64) 

-0.25 

0.06 

0.41 

8 

641.1 

Newsprint 

1.0393 

(8.42) 

-0.0011 

(0.80) 

-0.34 

on 

0.64 

7 

678.2 

Iron steel tubes 
(seamless) 

1.6898 

(3.70) 

-0.0097 

(1.36) 

0.49 

0.24 

1.86 

8 

684.1 

Aluminium 

alloys 

1.1956 

(12.28) 

0.0023 

(2.06) 

- 0.82 

0.68 

4.25 

4 

686.1 

Zinc alloy 

1.059 

(7.82) 

-0.00063 

(0.61) 

-0.24 

0.05 

0.37 

8 


Notr. Figures in parentheses represent t-valucs. 
Sourcer. Same as Ikble 1. 
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other words, when there is uncertainty and 
lack of precise knowledge as to the type of 
restriction, the exporters’ pricing behaviour 
is different from what it is when there is no 
risk involved. 

This reconnaissance into the comparative 
study of import restrictions suggests that 
there is little basis for suspecting the home 
market for the received price relationship. 

What other explanation might account for 
the negative linkage between tariffs and 
foreign prices? The only explanation that we 
are left with is that it is to be found in the 
vastly bigger zone of imperfect competition 
in foreign markets; that here the buyers do 
not normally argue; they either do or do not 
pay; the product is always different in some 
particulars, be it only location from all 
sellers, so the producer is always, in however 
qualifled scn.se, a monopolist. All this takes 
away, from the enterprise in imperfect com¬ 
petition, the fear and uncertainty which it 
cxpetienccs in pet feet competition. 

Given an expansionary stimulus in a 
foreign export market—say liberalisation—it 
should then lead this enterprise to raise ex¬ 
port price in that market more than its price 
in other markets; and the higher export price 
provides him an incentive to shift its sales 
away from the home market or third markets 
to the markets ot the liberalising country. 
Thus the model of price discriminator leads 
to differential price relationships and to 
shifts in quantities traded. 

If this explanation is valid, then we .should 
expect to find that a few foreign sellers have 
managed to monopolise the domestic 
markets, and they twist their prices accor¬ 
ding to changes in our tariffs. Our expecta¬ 
tions along these lines are met by the data 
given in Thble 3 where we have tabulated the 
number of major exporting countries to us 
under each commodity head whose ship¬ 
ments make 70 to 80 per cent of the imports 
(from the market economies) in this coun¬ 
try in the concerned item. The mo.st surpris¬ 
ing finding is that in 50 per cent of the 
sample items, the shipments were from a 
single country source—mainly from the 
western industrial world. In another 33 per 
cent of the items, the number of selling 
countries were two—again from the western 
industrial world. In the re.st—less than one 
fifth of the sample items—we could notice 
the presence of three countries. The fre¬ 
quency of prices moving against tariffs can 
also be expected to vary from the first type 
of market situation to the third. This expec¬ 
tation is also met. The data given in Ihblc 3 
shows that a usual situation is one in which 
foreign prices move against tariffs, but the 
rip -tides of changes increase as one moves 
fbam a single country source to a situation 
where there are two or three suppliers. 

Precisely the situation in which the temp¬ 
tation for the foreign monopolist to 
discriminate in prices is strong when the im¬ 
port dependence of the concerned item is 
rather high. This tendency is revealed when 
a distribution is drawn »«>ng the ratio of im¬ 
ports in domestic consumption as ^e 
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criterion, and tariff—price linkage are deter¬ 
mined for each frequency groups. These 
results appear in Ihble 4. 

The data given in the table shows a clear 
tendency for the relationship to improve as 
one moves from the low to high import 
dependent groups. For instance, the correla¬ 
tion between tariffs and foreign prices is 
found to be the weakest. - 0.09, in the fre¬ 
quency group of - 0.25 per c^nt, and the 
highest - 0.47, in the frequency group of 50 
per cent and above. The upshot is that the 
probability of discrimination in prices 
against tariff change increases with the 
increase in import dependency. 

Some further insights into the chaotic pric¬ 
ing practices in international trade can be 
offered by comparing the prices of each ex¬ 
porting country's basket of goods shipped 
to India with the prices of shipments from 
other exporting countries for the same 
basket—one average price each, for a given 


country's basket of goods and for the same 
basket, what other exporting countries 
charge from us. The ratioiude for this export 
weighted comparative price is that the basket 
of goods of each country is regarded as 
representing a particular pnxiuct mix whose 
importance in their foreign trade is propor¬ 
tionate to the country's share in exports to 
India. 

Figure 3 documents comparative price 
level diffnences of different countries ex¬ 
porting to India. Both the German and 
Japanese prices averaged 30 per cent less 
than the competitor’s prices found for the 
same basket of goods. On the other hand, 
the record for the UK, Italy and Sweden 
shows that they marked up their prices con¬ 
siderably above that of the competitor 
prices. 1 he data show that the prices of all 
the three, averaged 200 to 300 per cent above 
that of the competing countries for the same 
basket of items. 


Tsbi f 4; CoKRiii -xiion at-Twri N Tsruf Ratf and Forliun PRicts for Indian 
Manuiai ti'Hing Oimmoditifs, 1980-84 


Sample 

Sample 

Size 

Variables 

Correlation 

t'oefficient 

1 .\ll coinmoditie.s Imp «li < 25 per cent 

2 All commoditie.s 

67 

ARP. ATR 

-0.09 

25 per cent< Imp sh< 50 per cent 

20 

ARP. ATR 

-0.10 

All commodities 50 per cent < Imp sli 

Notes: ARP = RP^., R g,, 

14 

ARP, ATR 

-0.47 


AI R TR„ TRg„ 

Imp sh - Ratio of import to apparent domestic consumption for the year around 1910. 
■ M/C 

Sourcey. (1) UN, Commodity Trade Statistics, (for the variables P and M). 

(2) GOl, Custom Tariffs, CCE (for TR). 

(3) GOl, Tariff Item-wise Custom Revenue Statements, Directorate fo State and Int, 
CEC (for 1R). 

(4) UNIDO, Handbook of Industrial Statistics (for M/C). 

(5) UN, Industrial Statistical Yearbook, Vol 2, UN (for C), 

(6) GOl, Indian Petroleum and Petrochemical Statistics, Dcpti of Petroleum (for 
M and C). 

(7) GOl, The Working Group on Iron and Steel for Seventh Five-Year Plan, Planning 
Commission (for M and C). 


Table 5: Chancifs in Indias Tariff and Export Price by Importing Countries. 1980-84 


S Supplying 

All Commodities 

Comm with Exp Share' 

No Country 

Sample Size 

c:orr Coeff 

1 

per cent 



(ARP, ATR) 

Sample Size 

Corr Coeff 





(ARP. ATR) 

(1) (2) 

(3) 

(4) 

(5) 

(6) 

1 Germany 

74 

-0.3146 

28 

-0.3648 

2 UK 

51 

-0.1464 

33 

-0.0708 

3 Japan 

43 

-0.01286 

29 

-0.0706 

4 USA 

29 

0.0886 

8 

-0.0306 

5 France 

13 

0.7260 

7 

-0.2725 

6 Italy 

9 

-0.0398 

— 

— 

7 Korea 

7 

0.4827 

— 


8 Switzerland 

4 

-0.6445 

— 

— 

9 Canada 

4 

-0.7690 

— 

— 


Notes: I Exporu to India by a supplying country [col (2)], divided by its total exports of the 
commodity, to the rest of world. 

RP =- P/P». 

P == Export price to India by a major exporting countries [col (2)]. 

Paw = Export price to the rest of world, by same exporting country [col (2)]. 
Sourcer. Same as in Ihbie 1. 
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Diffusion of i Ht linkaols 

One might wish to ask the question, 
namely, how tariffs have worked in practice 
froi^i the point of each exporting countries. 
The country-wise behaviour is interesting in 
their own right because they capture dif¬ 
ferences in the export elasticities across 
countries for individual products. Con¬ 
siderations that have a bearing on this in¬ 
clude the type of commodity involved, the 
possibilities of expanding production in the 
exporting countries, the possibilities of 
diverting output from domestic consump¬ 
tion and from the third markets etc. Because 
of such differences, we can expect that an 
identical tariff may lead to different price 
relationships in different exporting 
countries. 

For all the items, thererfore, we extended 
our study by positing each country’s relative 
prices agaimst dome.stic tariffs. These results 
are shown in Ihble S. and graphically in 
Figure 4, for a few select countries.^ 

l^rhaps, the most striking result emerg¬ 
ing from this investigation is that the tariff 
changes here set different price relationships 
in different countries. The sharpest changes 
ate seen on the German export prices as seen 
from the sleep gradient of the price line. A 
similar but less vivid relationship appears for 
both the UK and Japan, but between the 
two, tariffs are seen to have affected much 
more the British prices than the Japanese 
prices. 0-. the contrary, the record for the 
US shows a positive linear relationship. This 
is to say, a tariff hike here will in all prob¬ 
ability result in the US pricing us more than 
our counterparts and vice versa. 

hat might be the underlying motives for 
some countries to respond sharply more 
than others? One reason appears to be the 
inability of these countries to find alternative 
markets for the items exported to India. 
Another reason might be their interests in 
protecting or even expanding their market 
share in this country. Indeed. India may be 
relatively a small market for exports of 
certain goods exported to this country; 
nevertheless, the withdrawal of even a sm^I 
volume of imports by her may leave a signi¬ 
ficant effect upon the exporting country, if 
the firm or industry in the concerned coun¬ 
try operates with substantial excess capacity. 
Generally speaking, a number of industries— 
■Steel, ship-building, aircraft, automobile— 
in these countries are “troubled industries” 
seriously hit by the recession, and have been 
vulnerable for the loss of export markets. 

It is difficult to put these interpretations 
to a rigorous test, but some evidence can be 
mustered. We picked, therefore only the 
items whose share in the respective export 
basket of each individual country is one per 
cent or even more; and regressed relative 
prices of each exporting country for all the 
one per cent share items with tariffs. The 
results of these estimates are displayed in 
^ble 3. A casual inspection of these 
estimates is too promising in disclosing the 
perceptions of each exporting country. 


Notice, for instance, a negative linear 
relationship between prices and tariff for the 
US. In other words, when tariffs are raised 
on those items where the American share is 
at least one per cent, the US exporters arc 
too willing to cut their prices and absorb the 
tariff hike. The same thing can be repeated 
lot Germany—the negative correlation im¬ 
proves to 0..16. Contrastingly, the equa¬ 
tions for both UK and Japan yield lower 
negative coefficient values. 

CROSS-COUNTRY EVIUhNCT: 

Our concern here is to find what evidence 
there is to say that this close linkage between 
tariffs and foreign prices apply even to other 
countries. It may be said at once that the 
limitations of available data preclude fruit¬ 
ful discussion on the question; and only a 
very crude answer could be attempted with 
the resources available with us. 

The cross-country data was tackled as 
follows. For the detailed tariff information, 
we found the data in two major .sources. One 
was a study prepared by Liard and Yeats 
[1987] who use detailed tariff data of 33 
developing countries for a sample of 38 
major processed items/commodities in order 
to estimate the effects of tariff escalation m 
these countries. In their published results, 
they have made information available per¬ 
taining to the range of tariffs—the lowe.st 
and the highest—for each of the sample item 
across countries. For instance, wool yarn, 
which is one out of several other items in 
the sample, has tariffs ranging from 6 per 
cent in Malaysia, the lowest, to 100 per cent 
in Bangladesh, the highest tariff. Similarly, 
for leather, it ranges from 7 per cent in 
Yugoslavia to ISO per cent in Bangladesh. 

Our next step consisted in setting down, 
both for a low and a high tariff country 
against each item/commodity, appropriate 
foKign prices in relative terms. Here again. 


reliance was placed on unit values of three 
major exporters (for each individual com¬ 
modity) to these low and high tariff court 
tries. Unfortunately, it was rarely possible 
to determine this fur all the country pairs— 
low and high—against each item, since trade 
statistics of many developing countries are 
lagged by several years. For certain items, the 
d.tta was found for a low tariff country but 
could not be found for the high tariff coun¬ 
try; and the opposite applied for others. In 
all, we could secure this pair-wise data only 
for ten manufactured items t.ited in the 
I.iard-Ycats study. 

Next, Stare ci al [I98,s| has made inlot- 
mation available on import tariffs for 30 
manufacturing commodities (ISlC 3-digit) 
in 22 developing countries. Here again we 
could secure information about the relative 
unit values for 18 manufacturing com¬ 
modities in 10 countries from the Commodi¬ 
ty Trade Statistics.* 

Separate calculations using these two dif¬ 
ferent bodies of data are reported in Tables 
6 and 7. Both the results point to the same 
interesting conclusion that tariffs have a 
negative influence on foreign exporters’ 
prices. In the pair-wise comparisons involv¬ 
ing a low tariff and a high tariff country, 
the matters stand clear-cut. In 9 out of 10 
commodities the record yields a negative 
association between tariffs and relative 
foreign prices. To illustrate, imports of iron 
ingots is duty free in Malaysia, while India 
has levied a duty of 66.5 per cent; against 
this, Malaysia paid for its imports at the rgte 
of $283 per metric ton (FOB), while India 
paid at the rate of $230 per metric ton, only 
4/Sth of the price to Malaysia. Copper- 
unwrought is duty free in Algeria, while 
India has imposed 100 per cent duty; and 
against that Algeria paid at the rale of $1,441 
per metric ton—0.85 relative to the rest of 
the world, while India paid for the same at 
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raw of the price as compaied to prices 

countries. 

! These results are luitkt conluififi by Vhe 

^ second tef of Jam. Firsi icitics'ing IM 
relative foreign prices against rarifts UCTOSS 

each commodity head (vertical comparison), 
the results of which are displayed in Ihble 7 
establish the close linkage between tariffs 
and foreign prices. In 14 of the 18 items, the 
relation is found to be negative. Still another 
way of gauging the tariff effect was to relate 
foreign prices under each commodity head 
of a single country with matching tariff rates 
(horizontal comparisons)."’ These results 
are arranged in Ihble 8. In five of the 6 coun¬ 
tries, the record shows negative relationship. 
Finally, we show yet another way of captur¬ 
ing the price relationship: we pooled the 
country-wise and commodity-wise data and 
estimated the relationship between price 
idatisvs and tariffs. All that was cited earlier 
could again be repeated here—foreign prices 
are negatively correlated to import tariffs. 

IV 

Pttlicy Implifatioiix 

Do the import of these findings lean 
heavily in favour of trade liberalisation? In 
the remainder of the space, we set out a 
simple simulation exercise to see what kinds 
of gains and los.ses emerge from a hypo- 
’ theticai tariff reduction or a tariff hike. 

The date of reference for our experimen¬ 
tal calculations is 1980;" this takes the ad¬ 
vantage of the fact that this was the the last 



reference year for which the UN Commodity 
Trade Statistics provided detailed import 
figures for India. To simplify calculations, 
our commodity community is restricted to 
items on OGl.. In value term, their imports 
in the rcleicncc year amounted to $ 2,18? 
million. The average rate of duty applied 
on their imports works out to be 77.6 per 
cent. Total revenue collected by way of 
duties on their imports came to a total of 
Sl,850 million. 


We imagine next an across-the-board 
change in tariff—first a 25 per cent reduc¬ 
tion, and then a 25 per cent increase—and 
try to seek its impact on the national 
economy. Since our calculations are only 
illustrative; and since we do not expect tariff 
authorities actually to turn upon our figures, 
we have not hesitated to employ short-cut 
devices that would hardly be warranted in 
actual welfare analyses. I'or e.xample, no 
attempt has been made to interweave the 


Taiii r 6: r-\mri Raie asu hoRrioN Pkuts iok Sh km MA.sutAt ivring Commodities: Choss-Coun iry Resiilts 


Site No 

Commodity 

Country 

Low Tariff 



High Tariff 


Tariff 

Rate' 

Price of Three 
MajorExpojrters 
Actual^ Relative 
to the 
World 
Price’ 

Country 

Tariff 

Rate' 

Price of Three 
Major Exporters 
Actual' Relative 
to the 
World 

Pi ice’ 

672 

Iron ingots 

Malaysia 

0.0 

0.2826 

0.9363 

India 

66.5 

0.2306 

0.7751 

673/4 

Iron bars and PH 

Malaysia 

0.0 

0.4553 

1.1778 

India 

74.8 

0.3066 

0.7427 

682.1 

Copper unwroiight 

Algeria 

0.0 

1.4412 

0.8463 

India 

100.0 

0.9965 

0.6483 

682.2 

Copper worked 

Algeria 

0.5 

38.5949 

17.3312 

India 

92.5 

2.4336 

0.9913 

684.1 

.‘\hiillliii,M:i 










unwrought 

Nigeria 

0.0 

NA 

NA 

India 

40.0 

1.9078 

1.2481 

684J 

Aluminium worked 

Algeria 

4.8 

2.3746 

1.0885 

Pakistan 

76.9 

2.3148 

0.9605 

68S.1 

Lead unwrought 

Malaysia 

0.0 

1.3535 

1.4483 

India 

55.0 

0.3773 

0.6156 

683.2 

lead worked 

Malaysia 

0.0 

1.1335 

1.5933 

Pakistan 

80.0 

NA 

NA 

687.1 

Tin unwrought 

Malaysia 

0.0 

9.8061 

0.6442 

Nigeria 

66.7 

NA 

NA 

6SIJ 

Wool yarn 

Malaysia 

6.0 

7.1960 

1.0299 

Bangladesh 

100.0 

NA 

NA 

633.2 

Wool fabrics 

Yugoslavia 

19.7 

12.3857 

1.3841 

Bangladesh 

300.0 

NA 

NA 

631 

Cotton yarn 

Sri tanka 

7.5 

4.3211 

1.2542 

Pakistan 

85.0 

4.3212 

I.II53 

632 

Cotton fabrics 

Yugoslavia 

18.0 

22.000 

1.5463 

Bangladesh 

200.0 

0.7560 

0.9568 

611 

Leather 

Yugoslavia 

7.3 

14.4442 

1.3714 

Bangladesh 

. 150.0 

NA 

NA 

612 

Leather mfg 

Yugoslavia 

15.0 

6.9370 

0.9071 

Bangladesh 

131.3 

NA 

NA 

641 

Paper and board 

Malaysia 

5.8 

0.6318 

0.7032 

Bangladesh 

106.8 

0.9025 

0.9454 

642 

Art of paper 

Tanzania 

15.0 

1.5144 

0.9165 

Bangladesh 

147.1 

1.7821 

0.6875 


Ndlr. The country with low or high rate has been selected from a sample of 3 developing countries/regions. Fbr details see Laird and Tbats [1987], 
Solutes: (1) Tariff Rates—Laird and Yeats (1987). 

(2) Foreign prices (P)—It represents export prices by three major exporters to the country (i e, value exported/quantity exported). 
The data has been collected from UN Commodity Trade Statistics, different volumes. 

(3) P/Pim. Psw (price to the rest of world) corresponds to the total exports by the same three countries. 
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effect of tariff changes'bn exchange rate, or 
its e'feci on traded quantities and thereby 
on employment. All that is attempted is 
to Find out its impact on the government 
revenue and the consumer welfare.'^ 

The principal problem that has to be 
resolved is how the proposed change is likely 
to affect the tariff inclusive prices in the 
home market. The standard practice is to 
assume an equiproportionai change in home 
prices. But the difficulty with this simple rule 
is that tariffs here ate viewed simply as 
offsets to price equalisation with no pressure 
upon the foreign prices. On the contrary, our 
evidence suggests a close link between tariffs 
and foreign prices. Interweaving this 
relationship, therefore implies that the 
effective domestic prices would depend on 
how foreign prices react to the tariff changes. 
Using, therefore; the parametric values from 
our estimated equation for the OGl. 
category, we first estimate the change imple¬ 
mented by tariff on foreign prices; and 


taking this as our benchmark, we determine 
the tariff inclusive prices in the home 
market. 

The results of these calculations are shown 
in Table 9. Our calculations show that a 25 
per cent tariff reduction would lift foreign 
prices up by 13.35 per cent; and the tariff 
inclusive prices in the home market will now 
be 179.32 as against 177.60 before the tariff 
reduction—approximately 2 points rise in 
home prices. When translate into value 
terms, the cost to the consumer is S4t 
million; this is to say, the domestic con¬ 
sumers end up by paying an additional sum 
of S41 million now because of the hike in 
foreign prices following the reduction in 
import duties. I'he opposite happens in the 
case of a 25 per cent rise in tariff; it depresses 
foreign prices by 13.35 per cent, and the 
resulting gain to the consumer is SI64 
million because of a 7 per cent fall in the 
tariff inclusive prices in the home market. 

The proposed tariff change also affects the 


government revenues. In the event of 25 per 
cent reduction, the net revenue loss is 1277 
million (-S462 million i $185 million). On 
the contrary, a tariff hike brings a net 
revenuf gain of 5154 million ($462 million 
-5308 million). 

When the final balance is drawn, the 
startling fact is that a 25 per cent duty reduc¬ 
tion in a net loss ol 5318 million—$277 
million by the guserninent in the process of 
transferring resources to the consumer, and 
$41 million by the consumers themselves in 
terms of higher pi ices now than before. The 
regrettable fact is that the entire amount is 
a national loss, and the real benericiaries are 
the foreign monopoly sellers. In the alter¬ 
native case, the advantage is that there is no 
national loss, while the burden fails on the 
foreign seller. All in all, there seems to be 
little basis tor the feeling that liberalisation 
IS the panacea: if anything, the figures 
appear to give support to the opposite 
proposition. 


Tsnii 7: Ri'orfssion Rtst iis Rei .stinu to Diirr>irNi ISIC CostMoniin s. Crovs Cocmry Risi irs. 1980 (RP - ath. rR| 


ISIC 

No 

Commodity 

a 

h 

r 

R2 

f 

N 

Mean (ohs)._ 

P TR 

(1) 

(2) 

(-3) 

14) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

311/2 

Food products 

0.5955 

-0 0002 

f 0.1202 

0.0144 

0.1174 

10 . 

0 5707 

109.9.300 

31.' 

Beverages 

(4.77) 

3.3613 

(0.34) 

- 0.0050 

0.5815 

0.3.381 

3.0649 

8 

2.6179 

148.0875 

314 

tobacco 

(5.66) 

9.9403 

(I.7S) 

0.01.30 

0.1570 

0.0246 

0.!517 

8 

9.4203 

40.0875 

321 

Textiles 

(6.13) 

3.1106 

(0..38) 

0.0064 

U.1.364 

0.0186 

0.1328 

9 

2.8196 

45.0888 

322 

Wearing apparel 

(3.25) 

14.9187 

(0.36) 

-0.0510 

-■ 0.9885 

0.9772 

42 8212 

8 

9.8239 

99.7999 

323 

Leather and leather prod 

(16.22) 

0.7287 

(6.54) 

0.1530 

0.2387 

0.0570 

0.2416 

6 

6.6924 

38.9666 

324 

Footwear 

(0.06) 

8.6419 

(0.49) 

-0.0011 

0.5347 

0.2859 

0.4n04 

3 

•'.5730 

961.1001 

331 

Wood and wood products 

(3.05) 

1.9359 

(0.63) 

0.0239 

- 0.3615 

0.1.307 

0.9021 

8 

I062S 

.36.5125 

332 

Furniture and fixtures 

(1.95) 

24.9016 

(0,95) 

-0.4554 

0.6491 

0.4214 

1 5565 

4 

4.7.595 

44.2250 

341 

Paper products 

(1.48) 

0.4587 

(1.21) 

0.0044 

0.2973 

0.0884 

0.7758 

10 

0.6USI 

33.2900 

351 

Industrial chemicals 

(2.2580) 

0.4759 

(0.88) 

- 0.0033 

0.2958 

0.0875 

0.7671 

in 

0.4026 

22.4500 

355 

Rubber products 

(4.56) 

4.1018 

(0.88) 

-0.0070 

- 0.4401 

0.1937 

1.2012 

7 

3.7055 

56.728 

356 

Plastic products 

(7.46) 

2.5753 

(1.09) 

0.0351 

0.3316 

0.1100 

0.2472 

4 

5.0656 

70.9250 

361 

Pottery china 

(0.48) 

4.4459 

(0.49) 

-0.0002 

0.4606 

0.2121 

0.5385 

4 

3.5729 

4491.0750 

362 

Glass and glass products 

(1.887) 

0.9330 

(0.72) 

- 0.0002 

0.4516 

0.2040 

0.5127 

4 

0.7875 

773.775 

371 

Iron and steel 

(2.38) 

0.4493 

(0.72) 

0.0012 

0.2077 

0,0431 

0.3606 

to 

0.4763 

23.2600 

372 

Non-ferrous metals 

(7.26) 

2.2944 

(0.60) 

-0.0012 

- 0.0354 

0.0013 

0.0100 

10 

2.27 

19.5900 

38! 

Metal products 

(7.05) 

2.2046 

(0.10) 

-0.0120 

-0,3109 

O.IQOO 

0.7491 

9 

1.7709 

36.0111 


(3.86) 

(0.86) 








AtoteRTR » Ikriff rate in per cent Source: Stare M (ed) (1985), The Global System of Trade Preferences, RCCDC, Yugoslavia. 

RP = P/WP. 

P • Fbreign Price « Value/Quantity Imported (and adjusted for CIF/FOB adjustment factor). Sources: UNCTAD, Commodity Vmle 
Statistics', IMF, Interruitional Financial Statislies. 

WP «< world price. 

The sample for each commodity group has been selected from 10 developing countries. 
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Concluding Remarks 

Ajthough, it was not the intention of this 
article to lead to a critique of our con¬ 
testants’ views, it can not be denied at the 
same time that it was not a disguised attempt 
to discredit their arguments. Ihking the full 


import of the findings reported above, we 
conclude that the tendency for foreign prices 
to move against tariffs has been substantial; 
and it cannot be explained away by the 
restrictive market structure in this country. 
The factor that looms large is the foreign 
market structure where a few sellers have 
come to monopolise the markets. To them. 


any restriction upon imports is an impedi¬ 
ment to their discriminatory pricing strategy, 
while a free and unrestricted market 
facilitates this art. 

Several implications follow. First, falling 
import prices at home is not a practical 
possibility vsith liberalisation, or at least.’ 
it cannot be confiontcd vsith evidence. 
Second, tariffs and trade restrictions have 
for long earned a scandalous degree of 
disrepute and discomfort for their distor¬ 
tionary effects. On the contrary, if foreign 
prices are inversely correlated to our tariffs, 
if the pricing behaviour in international 
markets differs substantially across coun¬ 
tries, then the distortions measured by the 
conventional tools such as effective protec¬ 
tion rate, have to be looked with serious 
reservation. Third, the present mixture of 
international business no longer works 
under the model of perfect competition. 
Accordingly, we also should learn to live 
under the more complex rules of today. 
Mistakes on this front can only lead to 
fallacious policies. 

Notea 

fl his paper forms pan of a discii.ssion paper 
entitled ‘Trade Liberalisation: The Tariff- 
Foreign Price Paradox', Re.search and Informa¬ 
tion System for the Non-Aligned and Other 
Developing Countrie.s, New Delhi. The views 
expressed arc tho.se of authors and not 
necessarily of the in.stilulions to which they 
belong.] 

1 Nambiar and Melua [1987], Sapir [1987], 
Sau jl9S7], Singh [1988], Khullar [1988], 
Bhattacharjee [1988]. 

: .Sapir [1987]. p 1617. 

3 This proposition has been convincingly 
established in the theory of international 
trade under imperfect competition. Fbr 
details see Benson and Hartigen [1983], 
Brandcr and Spencer [1984a, 84b], 
Srinivasan [1986], Mehta and Nambiar 


Tabi r- 9: Thf WntAKt Erii t rsor Tariii- Chan<,|.; Sivn/i aiion Rrsi ns 

Variables/Parameters Impact of Change in Import 

Duties of OGI, Commodities; 
83—Manufacturing 
Commodities'* 




Uniis 


Value 


1 

Bailie parameteiw/variakles 





1.1 

Total imports 

Mill S 


2382 


1.2 

Import duties (govt rcsenuo) 

Mill % 


1850 


13 

Average tariff rate' 

Per cent 


17.6 


1.4 

Import price level (if cxpoit price 100) 

Per cem 


177.60 


1.5 

Import to consumption ratio* 

Per cent 


7.91 


II 

tihange in baxir paranirlers 

-■ 

- 

-- - - 





I.inti' 


Tariff 




Rate 


Rate 




Decline* 


InLionscs 




by 25 


by 25 




I'er Cent 


Per (.'ent 

ll.l 

Average tariff rate 

I’er cent 

.^8.2 


97.0 


Change in export prices (parameter b of 

Per cent 

13.35 


-13.35 


(parameter b of RP ■ a + b TR) 

Per cent 

(0.534) 


(0.534) 

II .3 

Import price level 


179.32 


170.70 

III 

Profit and luki. li> Indian ecunomy 





lll.l 

Incicase in revenue due to change in import 






duties 

Mill $ 

-462 


462 

in .2 

Increase in govt revenue due to change in 






export prices 

Mills 

185 


-308 

1II.3 

Gains to consumer due to change in import 






price level 

Mill $ 

- 41 


164 


Net gain to Indian economy (or loss to 






foreign supplier (lll.l -i- 111.2 -r 111.3) 

Mills 

-318 


318 


/Vo res I Weighted average, weights are import valued. 

2 Weighted average, weights are consumption expenditure. 

3 Relates to out sample for the year 1980. 


Tabu 8: RuiBtssitiN Rtsunsoi SiiniiNa Drvktoi'iNd Countrifs [RP = a + b. TR] 

__ 

Countries R^ N P TR 


I Ghana 

6.5334 

(2.11) 

-0.0583 

(0.85) 

- 0.2167 

0.0469 

0.7395 

17 

4.0476 

42.5823 

2 India 

26.3874 

(2.31) 

-0.2376 

(1.80) 

-0,4467 

0.1996 

3.2424 

15 

7.1806 

81.6733 

3 Indonesia 

3.3742 

(5.60) 

0.0001 

(0.69) 

0.1330 

0.0176 

0.4862 

29 

3.2506 

1014.0410 

■3 Korea Rep 

5.3155 

(1.45) 

0.0654 

(0.86) 

0.1665 

0.0277 

0.7417 

28 

8.0260 

41.4107 

5 Philippines 

9.3668 

(1.62) 

-0.1564 

(0.96) 

0.2485 

0.617 

0.9219 

16 

4.0925 

33.7125 

6 Tunisia 

6.m4 

(3.26) 

-0.0269 

(0.51) 

-0.0993 

0.0098 

0.2693 

29 

5.8168 

34.1620 

Pooled data 
no countries) 

4.6335 

(8.24) 

-0.00022 

(0.55) 

- 0,0414 

0.0017 

0.3045 

179 

4.5897 

195.92 

Notes; TR => Tariff rate iA per cent, Sauive: Stare M (ed) (1985), T/ie Glohal System of Trade Preferences, RCcDC, S\igoslavia. 

RP P,'WP. 

P “ Foivign price 

value/quantity imported (and adjusted for FOB/CIF factor). Sourcer. UNCTAD, Commodity T>ade Statistics; 


IMF, iHiernational Financial Siatisiics. 
WP = world price. 
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(1911], among others. The model has been 
considered under different sets of assump¬ 
tions regarding the demand schedule, cost 
curse, etc. In this context Sau |l9g7) also 
gives an algebraic formulation of our model 
under the assumptions of linear demand 
and constant marginal cost for ad valorem 
tariff rate. There was a minor error in the 
derivation of Sau's [1987] equations, which 
has been subsequently corrected by Sau 
[1988] and Khullar [1988]. 

4 Srinivasan [1986] also echo.s similar 
sentiments. 

5 It seems that Sapir [1988], who deiives his 
inspiration from Srinivasan [ 1986), is refer¬ 
ring to canidised items which are imported 
in bulk by state trading corporations. In this 
context Srinivasan 11986] writes the new 
theory justifies marketing boards ... so that 
the boards bargain with the oligopolies sup¬ 
plying imports to obtain price discounts 
.. .the available evidence on the perfor¬ 
mance of such boards is not particularly 
encouraging*'. The change in foreign prices 
due to non-tariff control measures (in¬ 
cluding canalisation of items by boards) 
requires further prt^ing till a finn judgment 
can be formed. Section III also explores the 
validity of our hypothesis for items under 
canalisation. 

6 See Bhagwati and Desai [1970], Bhagwati 
and Srinivasan[l973], among others. 

7 Nambiar and Mehta [1987]. 

8 In our sample, the total number of major 
exporting countries are more than 20, but 
the results are presented for only those 
countries who represent as major exporters 
for 4 or more commodities. 

9 Stare et al [1986] present the tariff rates for 
m^ufactured product groups as per ISIC- 
classification. The corresponding unit 
values were calculated after matching ISlC 
and SITC classifications. 

10 These empirical results for six developing 
countries are similar to those presented in 
Nambiar and Mehta [1987] for India. The 
results presented in N M were based on a 
sample of disaggregate items under OGL; 
while the results presented in Table 8 pertain 
to 30 manufacturing product groups, 
representing total manufacturing sector. 

11 It should be noted that the average tariff rate 
(implicit) for total manufacturing sector has 
not significantly changed during the year 
1980-81 and one of the recent ^ars, i e, 
1986-87. In the year 1980-81, the amount 
of revenue from import duties was Rs 2,828 
ctbie; the import value being Rs S,600 crore 
leading to implicit tariH^ rate of 30.3 per 
cent. The corresponding values for import 
duties, import value and implicit tariff 
rate for the year 1986-87 are Rs 7,115.4 
crore, Rs 11,900 crore and 39.8 per cent 
respectively. 

12 Id^y, the effect of tariff changes on dif¬ 
ferent economic factors/variables (including 
export prices) should be aiulysed (and 
simulated) within the framework of a 
macro-econometric model. Although, a 
large number of models have been for- 
inulated for the Indian economy [for ex¬ 
ample; see Krishnamurty et d [1984], 
Bhatucharya [1986],] no attempt was 
however made to see the impact of change 
in import duties on foreign prices and other 


related variables. 

13 li should be noted (hat our anal>sis is very 
I'ariial, because it does not take into ac¬ 
count 'domestic prices', ‘produces suiplus' 
and so forth, as discussed by Wemeisfelder 
11960], Krenin |1%1] and others. However, 
it IS our impression that (he direction of 
results will not change by the incorporation 
of these factors in our simulation exercise! 
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Dumpini; on the South 

WASTE generators are offering third world 
countries big money to accept hazardous 
wastes. 

L.iberia rejected offers in June from three 
western contractors seeking to use the coun¬ 
try as a dump site. But at least six African 
nations have accepted huge sums of money 
in exchange for allowing toxic dumping. Ac¬ 
cording to Africa News, Guinea-Bissau, 
Benin. Guinea, Congo, Equatorial Guinea 
and Niger have each entered into agreements 
with European or US companies to accept 
hazardous waste shipments. 

Guinea-Bissau, a country with a gross na¬ 
tional product of $ ISO million, will make 
between S 150 and $ 600 million over five 
years under its deal with three European 
companies. Criticism from other African 
leaders, however, may force the country to 
scrap its plan.s. Africa News reports that 
Benin will accept radioactive waste from 
France in exchange for financial assistance 
of an undisclosed amount. Guinea has 
already received TS,(X)0 tonnes of toxic waste 
from the United States. 

In a related story, Italy has agreed to 
remove from Nigeria nearly 4,000 tons of 
toxic waste. The Nigerian government recall¬ 
ed its Roxne ambassador and arrested 23 
people, including an lulian, when it 
discovered that some of the waste; stored at 
a southern port, is radioactive: 

Lebanon, too, has been importing Italian 
waste Although the 2,4(X) tons of waste that 
arrived in the war-tom country in recoit 
weeks is not radioactive; it is toxic Italy, once 
again under pressure, has agreed to iMp the 
waste to an incinerator in the Pacific ocew- 

US law allows exporters to use third world 
nations as landfills for US waste as long in 
exporters notify the Environmental Prote^ 
tion Agency (ERA) before actually shipjHng 
the waste and the foreign government in¬ 
forms ERA that it is willing to accqst it. 
Prior to 1987, however, companies were on¬ 
ly required to notify EPA that waste was 
being shipped. EPA then had 30 days to |He- 
vent the shipment. If no action was taken, 
the hazardous waste manufacturer was Aee 
to continue shipping the same type of waste 
to the same destination for the remain^ 
of the calendar year without BRA oversight. 

(Multinalloiul Monitor, June 19U) 
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Dimensions of Rural Poverty: An 
Inter-Regional Profile 

L R Jain 
K Sundaram 
S O Tendulkar 

This study considers six inter-related dimensions of poverty and seeks to (a) provide region-level estimates for 
alt the six variables, (b) measure and analyse inter-regional disparities in the indicators of poverty; fc) examine 
the spatial distribution of regions by reference to the quar tile-wise ranking along each of the dimensions of poverty 
fd) identify spatial patterns of contiguity by mapping; and (e) analyse the inter-relations among the choxn indicators 
by means of bivariate quartile-wise cross-tabulation. 


I'HIS paper presents an inter-regional pro¬ 
file of rural poverty in the early seventies in 
several dimensions. 

Regions considered in this study are those 
delineated by the National .Sample Survey 
Organisation (NSSO) for their twenty- 
seventh round nation-wide survey of con¬ 
sumer expenditure. In this survey, NSSO 
divided the country into 62 agro-climatically 
homogeneous regions each consisting of two 
or more districts with typically more than 
one region per state. Our study is confined 
to 56 out of these 62 regions, (see Section II 
fur the discussion of the data base and 
related issues). 

In this study, we consider six inter-related 
dimensions of poverty, namely (1) the 
average private consumer expenditure per 
capita per month (AVCli); (2) the Gini co¬ 
efficient summarising the size distribution 
of AVCE (denoted by GINIC); (3) the pro¬ 
portion of the rural population below the 
poverty line (POVT); (4) the poverty-gap 
ratio (PGR); (5) The Gini coefHcient (GP) 
for the .size distribution of consumer expen¬ 
diture within the set of the poor: and (6) the 
Sen Index (SI) that captures the intensity 
dimension of poverty by combining POVT, 
PGR and GP. 

The paper seeks to 

a) provide the region-level estimates for 
alt the six variables listed above; 

b) measure and analyse inter-regional 
disparities in the indicators of poverty 
(Section III): 

c) examine the spatial distribution of 
regions by reference to the quartile-wise 
ranking along each of the dimensions of 
poverty (Section IV); 

d) identify spatial patterns of contiguity 
by mapping (Section V); and 

e) analyse the inter-relations among the 
chosen indicators by means of bivariate 
quartile-wise cross-tabulation (Section VI). 

Concluding observations appear in 
Section VII. 

II 

Data Bane and Related Innueis 

The study is baaed on the data relating to 
the National Sample Survey (NSS for ^rt) 
on Consumer Etqtenditure carried out bet¬ 
ween July 1972 and June 1973 during the 


27th round. The survey covered 72,270 rural 
households on a stratified sampling basis. 
(The survey results have been published in 
Sarvekshana. Vol VI, nos 3-4, January-April 
1983.) 

The rural areas have been divided into 62 
regions covering 21 states on the basis of 
agro-climatic homogeneity. The present 
study is confined to 56 out of 62 regions and 
excludes the following six regions: two 
regions of Manipur and single-region states 
of Meghalaya, Himachal Pradesh, IVipura 
and Delhi. Other union territories were not 
covered by the survey. The exclusion of the 
six regions is a carry-over from our earlier 
study [3] which sought to explain the inter¬ 
regional variations in rural poverty. In that 
study and in its extension [3] by the present 
authors, the omission of these six regions 
was dictated by the absence of information 
on one important explanatory variable. For 
each region within a state, region code, 
description of the region and composition 
(in terms of districts/tehsils) of the region 
are given in Appendix Ikble I and shown in 
Map A-I. 

In computing the alternative measures of 
poverty for each of the 56 regions, we first 
derive state-specific poverty lines. We start 
with the widely used all-India rural poverty 
line of Rs 15 per capita per month at i96(k61 
prices. This is first adjusted for inter-state 
price-differentials for the base year. This ad¬ 
justment was made on the basis of the Fisher 
price index for each state compared to all- 
India as base and applicable to 40-60 per 
cent fiactile group of the rural population. 
This set of price relatives was derived by 
Chatterjee and Bhattacharya [I] for the year 
1963-64 and the same is assumed to apply 
to 1960-61 as well. The resultant poverty lines 
at 1960-61 prices are adjust^ for price 
changes between 1960-61 and 1972-73 by 
reference to state-specific consumer price 
indices for agricultu^ labourers. Eadi state- 
specific poverty line at 1972-73 prices so 
derived is assumed to apply to ail the regions 
within that state. 

As regards the computational procedures, 
we have essentially followed the interpola¬ 
tion methods suggested by Kakwani {2] to 
derive the different indicators of poverty 
used in this per (Fbr details,- see (31)- 


III 

Ri’Rional Ditnonsiona of Poverty: 

A Summary View 

In this section we present and analyse the 
estimates of six indicators highlighting dif¬ 
ferent dimensions of poverty for the rural 
areas of 56 NSS regions covering a little 
more than 97 per cent of the all-India rural 
population. The six indicators used in this 
analysis arc: 

a) POVT or the proportion of the rtiial 
population below the poverty line or what 
is called the head<ount measure of poverty; 

b) AVCE or the average private consumer 
expenditure per capita per month as a 
measure of the average level of living in the 
region; 

c) GINIC or the Gini coeffident sum¬ 
marising the size-distribution of AVCE in¬ 
dicative of the extent of relative inequality 
in levels of living within a region; 

d) the Sen-Index (SI) capturing the 
intensity-dimension of poverty that brings 
within its ambit not only the head-count 
measure of poverty but also; 

e) the Poverty-Gap Ratio (PGR) which 
indicates the gap between the poverty-levd 
per capita expenditure and the average per 
capita expendit ure for the subset of the poor 
population relative to the poverty level per 
capita expenditure: and 

0 the Gini-coefficient summarising the 
relative inequality in the (truncated) siae- 
distribution of per capita consumer expen¬ 
diture within the set of the poor (or OP). 

It may be noted that AVCE and OINIC, 
besides being important in their own right 
as indicators of rural poverty are the two 
proximate variables that have been shown 
to explain in a substantial measure the 
inter-regional variations in POVT and Si 
(see (3)). 

We begin our atuilysis by considering 
statistics which summarise the variations 
across 56 regions in respect of each of the 
six indicators listed (see Ihble 1). The 
detailed estimates of the six indicators fbr 
each of the 56 regions are presented in the 
Appendix Ihble II.) The summary statistics 
relate to the minimum and the maximum 
values defining the range of variation, the 
value of the unweighted mean of the 96 
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observation x, the all-India average which 
is the weighted mean across 62 regions and 
the unweighted coefficients of variation 
across 56 regions defined alternatively by 
reference to it and jf. 

The following points may be noted: 

1) Comparing the unweighted mean 
values (defined over 56 regions) and the all- 
India averages, one finds that the all-India 
POVT is lower (if only slightly). This is so, 
despite the fact that the all-India value of 
AVCE is lower and that of CINIC higher 
than the corresponding unweighted mean 
values across 56 regions. Also, the all-India 
Sen-Index SI is lower even though the all- 
India values of two of Si's component 
arguments, PGR and GP—respectively the 
Poverty Gap ratio and the Cini-coefficient 
of consumption among the poor—are higher 
than their unweighted counterparts relating 
to 56 regions. 

2) Except in the case of GP and PGR, the 
inter-regional coefficients of variation (CV 
for short) of the indicators are higher when 
defined with respect to their all-India 
average values if than when defined with 
respect to x. 

3) Whether we consider CV’s with respect 
to X or ir, inter-regional disparity as 
measured by CV is the least in respect of 
GINIC which summarises the relative in¬ 
equality within the region. The inter-regional 
disparity is the highest in respect of Sen- 
Index, SI. 

4) The coefficient of variation of GINIC 
is lower than that of GP, though the mean 
value of the latter is only about a half of 
the mean value of the former. To put it dif¬ 
ferently, even though within a region the 
inequality in the size distribution of per 
capita consumption expenditure among 
those below the poverty line is much lower 
than that relating to consumption of the 
total population, the relative variability 
across regions is higher is the former case. 


IV 

Quartile-wiae Analysis 

To facilitate further analysis, we have 
grouped 56 regions into 4 quartiles of 14 
each when the regions ate ranked in ascen¬ 
ding order according to each one of the six 
indicators. Ihble 2 gives for each indictor: 

a) the upper-terminal value of the 
indicator; 

b) the percentage of the total rural 
population in the quartile; and 

c) the percenuge of the total rural poor 
population in the quartile. 

When we combine the upper-terminal value 
for the first quartile with the minimum value 
of the variable given in Ihble 1 (column 3), 
we get the full rt^e of the variable accor¬ 
ding to quartile 

Fbr all thei'wMcatprs considered, the 
regiotu are ooncentrated over a 

narrow range In the aeoond and the third 
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quartile. A possible exception especially at 
the lower end is the Sen-Index. 

When we divide the percentage given in 
line (c) by that given in lincfb) we get the 
head-count ratio in that quartile relative to 
the head-count ratio for ^i the 56 regions. 
If we multiply this quartile specific relative 
head-count ratio by the aU-India head-count 
ratio given in '&ble 1 (column 6), we can 
approximate the weighted average head- 
count ratio in each quartile. The quartile 
specific head-count ratios are given in Ihble 
3. (Juartile specifle head-count ratios can be 
seen to progressively decline when the 
regions are ranked according to the size of 
AVCE. A progressive rise in the quartile 
specific head-count ratio can (w observed 
when the regions are ranked according to the 
Sen-Index and its constituent elements 
(Ihble 3, lines 3 to 6). GINIC is the only 
ranking variable for which the head-count 
ratio does not exhibit monotonic relation¬ 
ship across quartiles. In fact, the quartile- 
specific head-count ratio varies within nar¬ 
row bound between 43 and 50 per cent when 
the regioiu are ranked according to OINIC. 


Patterns of Contiguity 

A visual picture of the quartile-wise tanks 
for the 56 regions in resp^ of each of the 
six tanking vari^les is i»esented in the maps 
(1 through 6) that follow. While the maps 
ate self-explanqtory. we offer brief com¬ 
ments on the important patterns of conti¬ 
guity, revealed by these maps, especially as 
they relate to the lowest and the highest 
quartiles. 

Let us consider the map representing the 
quartile-wise distribution of regions tanked 
in terms of the average per capita private 
consumption expenditure or AVCE. Of the 
14 regions in the lowest quartile; 8 are con¬ 
tiguous regions located in the states of Wat 
Bengal (2X Orissa (2), Andhra Pradesh (1), 
Madhya Pradesh (2) and Bihar (I). In 
addition, all the three regions of Ikmil Nadu 
fall in the lowest quartile of AVCE. In fact, 
. but for the presence of the inland southern 
r^on of Andhra Pradesh (which fidls in the 
' third quartile of AVCE) breaking the con¬ 
tiguity between iniand northern region of 
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Andhn Pndeih and the coastal northern 
rcyioa of Ihmil Nadu, the contiguous low 
income belt would have stretched even longer 
from the eastern plains of West Bet^l to 
Karvdkumari in Ihmil Nadu. 

When we shift our focus to the other end 
of the spectrum, we again find a contiguous 
stretch of 8 regions in the north-west belt of 
Haryaiu (2), Punjab (2), Rajasthan (2) and 
parts of Madhya Pnulesh (2) in the highest 
quartile of AVCE. Further, the contiguity of 
these eight regions with three contiguous 
regions of Gujarat is broken by the presence 
of the dry areas region of Gujarat which is 
located in the third quartile when ranked by 
AVCE. 

We turn now to the two maps (2 and 3) 
depicting the quartile- wise ranking of 
regions in terms of the two alternative 
mea.sures of poverty, namely, the head-count 
ratio (POVT) and the Sen-Index (SI). As 
regards POVT, we find that all the 14 regions 
in the highest quartile form a contiguous 
east-west belt spread all the way from West 
Bengal to Rajasthan encompassing three 
regions of West Bengal, two regions of 
Orissa, one region of Bihar, two regions 
of Madhya Pradesh, four regions of 
Maharashtra and one region each of Gujarat 
and Rajasthan. The picture is almost iden¬ 
tical when the regions are ranked in terms 
of flen-Index with two variations. In the ea.st, 
the central plains region rather than the 
Himalayan region of West Bengal lies in the 
fourth quartile of SI. Mote significantly, the 
substitution in the fourth quartile of SI of 
the inland northern region of Maharashtra 
by the inland central region of the same 
state, results in breaking the Maharashtra- 
Gujarat contiguity observed in the case of 
the fourth quartile on the basis of POVT. 

At the other end of the scale, we have in 
the last quartile of SI a long contiguous belt 


TABLE 2: SUMMAKV OF InFOKM ATION REGARDING THE QUARTILbS OF SEI.KTbO VARIABLES ACROSS 

56 Regions 



Ranking Wriabies 


Quartiles of Regions 



for Quartiles 




07 


(1) 

(2) 

(3) 

(4) 

(3) 



(a) Rs 38.38 

Rs 43.43 

Rs 46.60 

Rs 76.24 


AVCE 

(b) 24.92 

27.01 

31.49 

16.62 



(c) 31.88 

28.98 

28.51 

10.60 



(a) 0.2583 

0.2862 

0.3039 

0.3855 


GINIC 

(b) 25.74 

24.29 

31.19 

18.82 



(c) 23.74 

25.88 

30.12 

20.23 



(a) 0.3777 

0.4693 

0.5939 

0.8500 


POVT 

(b) 13.81 

37.34 

28.87 

20.02 



(c) 7.42 

32.84 

31.28 

28.43 



(a) 0.II2I 

0.1708 

0.2428 

0.4300 


SI 

(b) 16.77 

29.89 

31.78 

21.60 



(c) 10.05 

25.90 

33.78 

30.24 



(a) 0.1023 

0.1333 

0.1498 

0.1807 


GP 

(b) 15.27 

31.80 

26.55 

26.42 



(c) 10.44 

27.07 

30.14 

32.32 



(a) 0.2265 

0.2700 

0.3051 

0.3982 


PGR 

(b) 22.95 

24.26 

28.99 

23.84 



(c) 16.18 

20.86 

31.62 

31.31 

Notes: (DEach quartile consists of 14 regions ranked according to the variable given in column (1). 


(2) a: Upper terminal value, (3) b; Percentage of total rural population in the quartile. 


(4) c: Percentage of total rural poor population in the quartile and (5) Totals correspon- 


ding to b and c relate to 56 regions. 




Taiiif .3: Oi'ARTiir Spu ifu' Hfai>Count Ratio Accordino to 

(HF Quartii f s of Sf.i ectfd 



INOICATORS Across 56 Rei.ions 



SI. 

Ranking Variable 


Head-Count Ratio in Quartile 


No. 



2 

3 

4 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(1) 

AVCE 

60.13 

.50.43 

42.55 

29.98 

(2) 

GlNlC 

43..15 

50.08 

45.39 

47.49 

(3) 

povr 

25.26 

H.34 

50.92 

66.74 

(4) 

SI 

28.17 

40.23 

49.96 

65.80 

(5) 

GP 

32.13 

40.01 

53.36 

.57.50 

(6) 

PGR 

33.14 

40.41 

51.26 

61.73 


Source: C'alculaieJ from Tables I and 2. 


Tabif 1; StMMARvSr\iisric soF THi-V ariabies 


SI Variables 

No 

Minimum 

Maximum 

_^jy4n 

56 

Regions 

All’ 

India 

CV(11 

Per Cent 

CV(2) 
Per Cent 

(1) (2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(1) Headcount Ratio (Per Cent) (POVT) 

(2) Average (per capita) consumer expenditure 

11.04 

(162) 

85.02 

(322) 

47.33 

47.03 

36.23 

36.46 

(Rs. per month) (AVCE) 

28.19 

(322) 

76.24 

(122) 

45.24 

43.98 

22.76 

23.59 

(3) Gini coefficient for entire population (Ratio) (GINIC) 

0.1864 

(341) 

0.3855 

(5)3) 

0.2839 

0.30.56 

14.30 

15.10 

(4) Sen-Index (Ratio) (SI) 

0.0327 

(162) 

0.4223 

(322) 

0.1810 

0.1787 

51.36 

52.04 

(5) Poverty-Gap Ratio (Ratio) (PGR) 

0.1514 

(131) 

0.3982 

(323) 

0.2683 

0.2792 

21.32 

20.86 

(6) Gini coefficient among the poor (Ratio) (GP) 

0.0714 

(131) 

0.1807 

(323) 

0.1286 

0.1399 

22.03 

21.83 


Notes: 1 Mean value of the variable for S6 regions in column (5) is an unweighted average of observations for the 56 regions. 

2 Mean value of the variable for All India in column (6) is derived from the all-India tables covering all the 62 regions. 

3 CV(1) in column (7) gives the unweighted coefficient of variation across 56 regions with respect to the unweighted mean for 56 regions 
given in column (5). 

4 CV(2) in column (8) gives the unweighted coefficient of variation across 56 regions with respect to the all-India mean values given in 
column (6). 

5 Numbers within bracketi in columns (3) and (4) refer to the code numbers of the regions having minimum and maximum values of 
the variable^ respectively. 
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cross-tabulation of results when 56 regions 
are grouped into 4 quartiies of 14 repons 
each according to alternative ranking criteria 
taken two at a time. This takes us beyond 
a summary measure of association lilw the 
product-moment correlation coefficient or 
the Spearman’s Rank Correlation coefficient 
and provides spatial content to such associa¬ 
tions. The broad order of association bet¬ 
ween any two given variables would be 
reflected in the number of entries along the 
diagonal in the 4x4 cross-tabulations in¬ 
volving the quartile groups of regions. In 
each case, the diagonal will have to be ap¬ 
propriately defined taking into account the 
expecttd direction of association betweoi the 
two variables under consideration. 

For example, when the two variables, say, 
the head-count measure of poverty (H) and 
the Sen-Index (S) are positively associated, 
the diagonal dements will be defined as the 
set of pairs of (Q,(H). Q,(S), Q.(H), Qj(S), 
Q)(H), Qj(S) and 0^(H), Q^fS)) where 
Qj(x) is the ith quartile (i = 1. 4) for 
variable x (x= H, S). When the variables ate 
inversely associated as for example, head- 
count measure (H) and per capita consump¬ 
tion expenditure (C), the diagonal elemenu 
will be defined as the set of pairs of (Q|(H), 
Q,(C), (Q,(H). Qj(C), Q,(H). Q,(Q, Qj,(Q 
and Q/H). Q,(C1). Once the diagonal is ap¬ 
propriately defined, the off-diagonal 
elements would indicate the regions which 
do not conform to the expected association. 
In understanding such ‘non-conforming* 
regions, we turn to quartile-wise ranking of 
those regions in the dimensionfs) of the 
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in the north and north-west. We have m this 
bell two of the three regions of Jammu and 
Kashmir, two regions of Rajasthan and (he 
whole of Punjab and Haryana each com¬ 
prising of two regions. A ranking by POVT 
extends this contiguous belt further south 
by taking-in the northern region of Madhya 
Pradesh. 

At this point, it would be useful to com¬ 
pare the rankings in terms of AVCE on the 
one hand and that in terms of the two 
measures of poverty on the other. Given the 
inverse relationship between AVCE and the 
two measures of poverty, one would expect 
that in general the regions falling in the 
lowest quartile when ranked in terms of 
AVCE will be iocated in the highest quar¬ 
tile when ranked in terms of either POVT 
or SI. This is partly confirmed by our maps. 
In the eastern segment, seven out of the ei^t 
regions falling in the lowest quartile in the 
AVCE ranking are aiso located in the highest 
quartile when ranked in terms of POVT. 
Similarly, in the north-west, the four regions 
of Punjab and Haryana and 2 regions of 
Rajasthan located in the highest quartile in 
terms of AVCE are in the lowest quartile 
when the regions are ranted in terms of 
POVT or SI. However, it is noteworthy that, 
while the extreme poverty belt turns south 
to take in parts of Andhra Pradesh and the 
whole of Ikmil Nadu when we consider 
AVCE, it extends farther west to bring in the 
regions of Maharashtra when we consider 
either POVT or SI. 

Moving away from extreme, values, we 
find in the second quartile on the POVT 


ranking two sets of five contiguous regions. 
The first of these covers the entire state of 
Uttar Pradesh in the north. The second set 
consists of alt the three regions of Andhra 
Pradesh and two regions of Karnataka in the 
south. 

When we consider the ranking in terms 
of relative inequality in private consumption 
expenditure or GINIC we find that eight of 
the fourteen regions in the highest quartile 
form one contiguous belt—essentially cover¬ 
ing the dry regions of Rajasthan, Madhya 
Pradesh and Maharashtra. 

TVo more conunents are necessary on the 
foregoing regional patterns. 

The wide east-west belt in the highest 
quartile of POVT contains four of the six 
regions of Maharashtra which were severely 
affected by drought in 1972-73 so that the 
wide geographical spread in the west could 
be year-specific. 

One region from Rajasthan, namely 
western Rajasthan is located in the highest 
quartile of AVCE and in the lowest quartile 
of POVT and SI. This is somethir^ of a sur¬ 
prise in that this happens to be one of the 
driest regions of the country with low levels 
of aigricultural productivity (see [4|). 

VI 

Asaociationa among Poverty 
Indicatora Viewed through 

Quartile*wiae Croaa-Tkbulation 

In this section, we present and analyse cer¬ 
tain broad auodations on the basis of the 
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20-POINT PROGRAMME 


GUJARAT STANDS FIRST IN INDIA 


Since the formation of Gujarat State, its working on development front has re¬ 
mained remarkable. This tradition of progressiveness and development is being 
refleaed in the achievements of the State in the field of 2()-Point Programme, which 
has given a consistent place to Gujarat in frontline States of the country. The State 
Government committed itself to the effective implementation of the programme 
and made proper arrangement for it on the State, district and taluka levels. At State 
level an analysis of the progress is made at various levels at definite intervals. The 
Cabinet of the State makes analysis regarding the progress of this programme of 
national importance every month for speeding up the pace of the programme. 
The Chief Secretary also makes detailed analysis of its progress every month and 
suggests the steps for more effective implementation of the programme. The district 
and taluka level committees consisting of Government and non-government 
members also have been formed. The district-wise targets are being published on 
the matters regarding the programme to facilitate the effective working of the 
district level committees. Thus the State Government is committed to the successful 
implementation of restructured 20-Point Programme. 


THE PROGRESS YEAR 1987-88 

The average achievement number is being given to the State by assessing the 
working of the Stares in the matters selected under 20-Point Programme by the 
Programme Implementation Ministry of the Government of India. Accordingly, 
Gujarat has attained fifth place in the whole country by achieving 95 per cent 
sucediss for 19 matters of the State, taken into consideration for inter-State 
comparison, at the end' of the year 1987-88. 


THE YEAR 1988-89: PROGRESS BY THE END OF JUNE ’88 

According to the quarterly progress report, ending on June '88, received from 
the Programme Implementation Ministry of the Central Government, Gujarat State 
has attained the First Position in the whole country for its 89 per cent achieve¬ 
ment in the 18 matters of the State selected for inter-State comparison. The details 
of the achievement attained at the end of June '88 by the State under 20-Poim 
Programme are mentioned in the table attached herewith. 
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TABLE 

20-Polnt Programme, 1986: Progress-Report of the Month of June-1988 

The year 1988-89 


Point 

Matter Unit !une 88 June 88 

I’erccntage 

No. 

Ending Ending 

of Progress 


Tirgct Progress 

against 

I'argei 


I. Meeting the Challenge 
of Rural Poverty: 

1. Integrated Rural De\'elopment Programme 

2. National Rural l-mployment Programme 

3. Rural Landle&s Employment Guarantee 
Programme 

4. Registration of Small Scale Industries 

5. Implementation of Land Reforms 

Distribution of surplus land 

7. Potable Water 
Villages covered 

8. Health for All 

Protection against disease to children 

1. D PT. 

2. B.C.G. 

3. Polio 

9. Ideal of IVo Children 

1. Family Planning operation 

2. Other operation ('ontraceptive T. persons 
using contraceptive dc'vtce or pills 

3- Units of Integrated Child Det’elopment 
Service, collective figure of acti''ated units 

4. Anganvadi 

II. Justice to Scheduled Castes/Tribes 
Economically benefltted beneficiary 
families 

1. Scheduled Caste 

2. Scheduled Tribe 
14. Houses for people 

1. Allocation of Housesite plots 

2. Aid for House construction 

3. Indlra-avas scheme for scheduled caste 
and tribe 

4. Houses allotted for economically 
weaker section. 

5. Houses constructed for low income group 
If. Improvement In Slum Areas 

Population of slum coveted with seven 
basic amenities 

16. New Strategy for Afibrestation 
TKe Plantation 
\9. Energy for Villages 

1. Electrified wells 

2. Modified ‘chulhas* 

3. Setting up Bio-gas plants 


No. of beneficiaries 

lfiH68 

2S23S 

149.6 

Lakh mandays 

20.()-i 

S3 06 

264.8 

do 

IS i2 

2S '3 

I6f> 9 

Figure of unit 

I6S0 

lOIK 

98 1 

Acre 

600 

(»32 

lOS 3 

Figure 

160 

144 

90 0 

Figure 

1246S0 

'S069 

60 2 

Figure 

1246S0 

H2000 

lOS 9 

Figure 

12-t650 

8S0'S 

68 3 

Figure 

4S000 

21989 

48 9 

Figure 

S6221 

S2S60 

93 S 

Figure 

"8 

86 

110 3 

Figure 

1166' 

128SS 

110.2 

Figure 

'OSO 

'262 

H)3 0 

Figure 

9’’SO 

14168 

14S.3 

Figure 

'330 

•"'49 

10S.4 

Figure 

9240 

39S3 

42 8 

Figure 

1680 

1288 

'6.' 

Figure 

480 

600 

12S.0 

Figure 

300 

3'4 

I24.'’ 

Figure 

S040 

S293 

10S.0 

Figure in lakh 

ISO. 00 

290.32 

193. S 

Figure 

4800 

6682 

139.2 

Figure 

9000 

834 S 

92.-' 

Figure 

ISOU 

2093 

139.5 


DIRECTORATE OF INFORMATION 
GOVERNMENT OF GUJARAT 
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X ; Cumulotiva parcentogcof the population having PCTE x or less 

y: Cumulotive percentage of totol consumer expenditure accruing population with PCTE x or less 


^appropriate ainfliaiy vari^ble(s). When a given 
‘non-conforming’ region ‘defies’ such 
analysis, we call it an ‘outlier’. 

The following points may be noted about 
our method of analysis. The quartile-wise 
grouping of regions adopted in this exercise 
ignores the level of the variable for a given 
region a well as the intra-quartile rank of 
that region. In principle^ it is possible to 
define finer fractile-groups for the cross- 
tabulation. In the limit, one would end-up 
considering pairs of ranks of a given region 
with reference to the ranking variables. A 
summary measure of rank-order correlation 
coefficient is based on such pairs of ranks. 
However, the quartile-wise grouping, besides 
providing a spatial content, helps one to 
meaningfully bring in the auxiliary variables 
in a manageable fashion. 

In each cell in a given two-way tabulation, 
besides specifying the region-codes belong¬ 
ing to that cell, we provide iwo other in¬ 
dicators of the relative importance of the 
regions in that cell. These indicators are: 
(a) percentage share in total rural popula¬ 
tion (for 56 regions) located in the regions 
figuring in that cell; and (b) percentage share 
in total rural poor population (for 56 
regions) located in the regions figuring in 
that cell. 

The following discussion is oiganised in 
two parts. The first part examines the rela¬ 
tionship between the head<ount measure of 
poverty (POVT for short) on the one hand 
and the av.:rage (per capita) consumer 
expenditure (AVCE) and the Gini coefndent 
(GINiC) summarising the sire distribution 
of AVCE. The second part focuses on the 
inter-relationships between the Sen-Index of 

• «> ■'* 


Table 4: (Juartile-wise Cross Tabulation between Head-Count Ratio (POVT) 
AND Average Per Capua Consumer Expenditure (AVCE) 

At ROSS 56 Regions 





Quartiles According to POVT 




Q| 

Qr 


Q* 


Region-code 

— 

412,422 

132,421,423 

311,511,221. 

222,322,323, 

113,332,334 


a 

~ 

4.89 

5.04 

20.02 

ftS * 

b 

— 

4."1 

5.30 

28.43 

flu 





. 

o 

Region-code 

342 

411,341,534, 

312,431,321, 

521,523,525, 

00 



211 

333 

526,331 


a 

0.10 

10.43 

11.45 

5.03 

i Or 
< 1 

b 

0.08 

9.07 

13.27 

6.56 

s 

Region-code 

131,532 

413,531,224, 

313,514,432, 

— 

i 



212,213,214, 

522,114 


» 



215 



O' _ 





Qi 

a 

0.87 

20.78 

9.84 

— 


b 

0.58 

18.07 

9.86 

— 


Region-code 

513,515,161, 

162,133,533, 

225,121,122, 

512 

223,524 

— 

O 4 


111,112 





a 

16.62 

1.24 

2.54 

— 


b 

10.60 

0.99 

2.85 

— 


Notes: (1) Region-codes and description of regions are given in Appendix Ihble I. 

(2) a. Percentage of total rural population in the cell. 

(3) b. Percentage of total rural poor population in the cell. 

(4) Totals corresponding to a and b relate to 56 regions. 

(5) Upper terminal values of the quartiles according to the various classifying variables 
are given in ihble 2. 
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poverty (SI) and its component elements, 
namely, POVT, poverty-gap ratio (PGR) and 
the Gini coefficient of the size distribution 
of AVCE among the set of the household: 
(GP). 

A&a convention in the rest of the paper, 
we refer to the combination of the ith quar- 
tile according to x and the jth quartUe 
according to y as the combination (i, j) in 
x-y cross-tabidation. For example, the com¬ 
bination of the 2 nd quartile according to 
AVCE and the 1st quartile according to 
POVT is referred to as the combination (2.1) 
in the AVCE-POVT cross- tab. 

In our earlier study (see [3] and [5] we 
found that AVCE had a statistically signifi¬ 
cant negative effect on POVT and was the 
dominant variable explaining the inter¬ 
regional variations in POVT among S 6 
regions. GINIC while also being statistically 
sigrtifleant in its partial positive impact on 
POVT was relatively less important than 
AVCE in explaining the inter-regional varia¬ 
tions in POVT. This is also obvious from the 
product-moment correlation coefficients of 
-0.8259 between POVT and AVCE and 
0.2776 between POVT and GINIC. Conse¬ 
quently, we use POVT-AVCE as the main 
two-way classification with POVT-GINIC 
being used as an auxiliary classification to 
isolate the pure outliers. 

Given the expected negative relationship 
between POVT and AVCE, we define the 
diagonal elements in the reverse direction. 
Consequently, 1st, 2nd, 3rd and 4th quar- 
tiles of AVCE are to be paired with respec¬ 
tively 4th, 3td, 2nd and 1st quartiles of 
POVT. These diagonal pairs consisting of 
31 regions together account for 68.87 per 
cent of the rural population and 70.37 per 
cent of the rur^ poor population (see 
Table 4 for details). There is a strong 
negative association between AVCE and 
POVT especially at the lower and the upper 
ends of the AVCE scale. This is brought out 
by the following empirical regularities. There 
are 14 regiotu in the lowest quartile of AVCE 
out of which 9 are located in the highest 
quartile of POVT. Similarly, out of the 14 
regions in the highest quartile of AVCE, 11 
are found in the lowest quartile of POVT. 

In principle one could raise an auxiliary 
question: whether the strong negative 
association between AVCE and POVT is due 
to a combination of a strong negative 
association between AVCE and GINIC and 
a positive association between GINIC and 
POVT. For this purpose, we examine 
whether the r^ons located along the 
diagonal (as deflned) of AVCE-POVT cross¬ 
tab are also found in the same location in 
the AVCE-GINIC cross-tab. A comparison 
of Ihbles 4 and S indicates that only 2 out 
of 9 regions in (1.4) combination and 2 out 
of 11 regions in (4, 1) combination in the 
AVCE-POVT and AVCE-GINIC cross-Ubs 
are the same This confirms the earlier fin¬ 
ding (see [5]) that POVT is governed more 
h the ievel of AVCE than by the relative in¬ 
equality in AVCE around that level. 


Let us now consider the regions which do 
not fall along the inverse diagonal in the 
AVCE-POVT cross-tab. Vfc may distinguish 
two types of off-diagonal elements. First, we 
have those regions which do better in terms 
of having a lower head-count ratio than is 
indicated by their quartile-wise location 
along the AVCE-scaie. Let us call them Itft- 
of-diagonal element's in view of their loca¬ 
tion in the AVCE-POVT cross-tab. Similarly, 
we have the yight-of- diagonal elements in 
the AVCE-POVT cross-tab which do worse 
in terms of having a higher head-count ratio 
than is suggested by their quartile-wise loca¬ 
tion along the AVCE- scale. Using the earlier 


notation of (i, j) in the x-y cross-ub denoting 
the ith quartile of x combined with jth quar¬ 
tile of y, we can distinguish the various cells 
in the AVCE-POVT cross-tab as follows: 

a) Diagonal-elements; (1,4), (2,3), (3,2) and 
(4,1) 

b) Left-of-diagonal elements: (1,1), (1,2), 

(1.3) , (2,1), (2,2), (3,1) 

c) Right-of-diagonal elements: (4,2), (4,3), 

(4.4) , (3,3), (3, 4), (2,4) 

' Let us examine the category (b) of the left- 
of-diagonal elements. It would be plausible 
to postulate a positive relationship between 
GINIC and POVT for a given level of 
AVCE. This would suggest that a region 


TabieS; QuAXTiiEWisbCaoss-TABUtATioN BETWFF.N iHF Hi Ai>COUNT Ratio(POVT) andGini 
COFFMCIFNT FOR EnTIRF. POPULATION (GINIC) ACROSS $6 REGIONS 


Q uartiles A cco rding lp_POVT 





Qi 

Qj 

Qr 

O' 



Region-code 

342.315,131, 

411,341,512. 

514,132,522 

221,331 


0 , 


133 

422,214 



Ul 


a 

1.78 

17.58 

3.18 

3.20 



b 

0.94 

15.08 

3.50 

4.22 

o 


Region-code 

162,533 

412,531,534. 

312,421,423, 

511,222,523, 

Ui 

c 




211,215 


322 

E 


a 

2.27 

7.51 

10.17 

4.74 

o 


b 

1.25 

7.10 

11,37 

6.16 

< 


Region-code 

161,532,121, 

212,213 

313,431.321 

311.521,323. 

So 

n 


a 

I1I.II2 

6.95 

9.03 

7.49 

332 

7.70 

3 

a 


b 

3.57 

7.85 

7.56 

11.14 



Region-code 

513,225.122 

413,224 

432,223.524, 

52.3,526,113, 


Q. 




114.333 

334 



a 

2.81 

3.20 

8.03 

4.78 



b 

1.66 

2.81 

8.85 

6.91 


Note. Same as for Ibble 4. 

Table 6: Quakiti e wisl Cross-Tabui ation betweln the Gini Coefficient for Entire 
Population (GINIC) and AveraliE Per Capita Consumer Expenditure (AVCE) Across 

56 Regions 


Quartiles According to GINIC 





Qi 

Qz 

0 , 

O 4 



Reg ion-code 

132,221,422 

412,511.222, 

311,323,332 

113,334 



1 


421,423,322 




Q, 








a 

4.60 

10.95 

6.67 

2.70 



b 

5.28 

12.71 

9.82 

4.07 

< 

o 


Region-code 

411,341,342, 

312,534,523, 

431,521.321 

525,326,333 




331 

211 



c 

'•§ 

o 

Qz 

a 

8.61 

9.68 

4.82 

4.35 

1 


b 

7.18 

10.69 

5.57 

5.54 

c 


Region-code 

514,131,522, 

531,215 

313,532,212, 

413,432,224, 




214 


213 

114 

n 

9 

Qs 






O' 


a 

10.25 

1.39 

13.43 

6.42 



b 

9.51 

1.23 

11.46 

6.11 



Region-code 

512,515,133 

162,533 

161.121.111, 

513,223,225, 






112 

524,122 


Q4 








a 

2.73 

2.27 

6.27 

5.35 



b 

1.77 

1.23 

3.07 

4.51 


Note. Same as for Ikble 4. 
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which happens to be in a left-of-diagonal cell 
for a given quartile of AVCE is sq located 
because ranking along the GlNIC-scale 
places it in the same or lower-quartile com¬ 
pared to its location according to POVT- 
quartile. To illustrate, consider a region 
located in (1.3) cell in the AVCE POVT 
cross-tab. Our foregoing argument would 
imply that it is so located because its rank¬ 
ing dong the GINlC-scale places it in the 
3rd or lower quartile. An exactly parallel 
argument would apply to the right-of- 
diagonal elements. In this ca.se, a region 
located in (4,2) cell in the AVCE-POVT 
cross-tab would, on the above aigument, be 
so located because its ranking along the 
GINIC-scale places it in the 2nd or higher 
quartile. This reasoning with the help of 
'Able 6 helps sort out II out of 12 left-of- 
diagonal regions and 8 out of 13 right-of- 
diagonal regions in the AVCE-POVT cross 
tab in Ikble 4. 

We are now left with the following off- 
diagonal regions: 

A) Left-of-diagonal regions: 532: Karnataka; 
Inland Eastern. 

B) Right-of-diagonal: 512: Gujarat: Plains: 
514: Gujarat: Dry Areas; 522; Maharashtra: 
Western; 523: Maharashtra: Northern; 
331: West Bengal: Himalayan. 

These may be termed as pure outliers in the 
AVCE-POVT cross-tab. In characterising 
these regions as pure outiiers we are 
highlighting the fact that they do better 
(category A) or worse (category B) in terms 
of their .quanile-wise POVT ranking than 
indicated by their quartile-wise rank in terms 
of AVCE despite teing adversely (category 
A) or favourably (category B) placed in 
terms of their quartile-wise ranking along 
the GINIC-scale. 

The existence of these outliers leads us to 
a closer examination of the analytical links 
between POVT and GINIC. Given the 
poverty line and AVCE, bead-count ratio 
(POVT) is determined by the shape of the 
Lorenz curve in the neighbourhood of and 
below the poverty line. Notice that GINIC 
summarises the Lorenz curve over the entire 
range of per capita household consumer 
expenditure including those above the 
poverty line This gives rise to the possibility 
that the same GINIC, depending on the 
shape of the Lorenz Curve may yet yield dif¬ 
ferent values of POVT for the same value 
of AVCE and the poverty line. In fact, it is 
possible to construct Lorenz Curve such that 
for given values of AVCE and poverty line 
a lower level of POVT is associated with a 
higher level of GINIC and vice versa. These 
two possibilities are illustrated in Diagrams 
I and 2. 

The above discussion offers one possible 
interpretation of the cases of ’pure outliers’ 
identified earlier by reference to their 
quartile-wise ranking in terms of POVT 
relative to their ranking in terms of AVCE 
and GINIC. This would be that in these 


Tabi f 7; Quartilf * isE CrossTabulation BiTVk rr- rut Sen Index (SI) and the Haed Count 
Ratio (POVT) acK' s 56 Regions 


I Reg ion-code 




ac 

o 

CL 


I Region code 


I Qt i 


I Region-code 


Qi 


I'Region-code 


Q 4 


Note: Same as for Table 4. 


0, 


Q uartile s A ccording t o SI 
Q: Q 3 “ 


Q 4 


342,515,513, 

161,162,131, 

133,533,121, 

122 , 111,112 

12.03 

6.10 

341.512 


4.74 

3.95 


532.225 


1.78 

1.32 

411,4I.T.5T1. 

224.422.211, 

212.213.214. 

215 

27.24 

23.69 

514,132 


0.87 

0.89 


412.534 


5.3 
5 20 

312.313.431, 
432.223,522, 
321.114,421. 
423 
24.50 
26 18 

523.331 


1.92 

2.40 


524,333 


3.50 
4 21 

311,511,221,222 

521.525.526. 

323,322.113, 

332.334 

18.10 

26.03 


Table 8: Quar mle wise Cross Tabulation betwffn ihe Si.n Imh \ (SI) and Po\ eki t Gap Rat k 

(PGR) Al ROSS 56 Regions 


Qi 


Quartiles According to SI 
O 3 


0| 

Region-code 

341.342.512. 

515,161,162, 

131,133.533, 

121.122,111 

422,214 

— 


a 

13.85 

9.10 

_ 



b 

8.15 

8.03 


__ 

H 

S 

a. 

0 

9 

Region-code 

513,112 

411,514,132. 

531,532,225, 

211,212.213,215 

412.331 


C5 , 

? 

a 

2.92 

17.59 

3.75 

..... 

0 i 

b 

1.90 

15.06 

3.90 

.... 

14} 

Region-code 


413.224 

312,334,432, 

223.322.523, 

321.114,421.423 

221,526 

& <5, 






a 


3.20 

22.74 

3.03 


b 

— 

2.81 

24.71 

4.10 


Region-code 



313.431 

311,511,222, 

521,524.525, 

322.323.113. 

332,333,334 

Q4 






a 

— 

— 

5.29 

18.55 


b 



5.17 

26.14 


Note. Same as for Ikble 4. 
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cases the precise shape of the Lorenz curve 
around arid below the poverty line is not ef¬ 
fectively captured by the value of CINiC. 

The immediately preceding discussion 
enables us to understand the absence of any 
syste'oatic pattern in the POVT-CINIC 
cross-tab givra in 1hble 6. Fu. thei; if we view 
the Gini coefl'idcni among the poor (GP) 
as a closer proxy to the characterisation of 
the shape of the Lorenz Curve around and 
below the poverty line, then one would 
expect a much stronger association between 
POVT and GP than between POVT and 
GINIC. This is confirmed by the fact that 
the product-moment correlation between 
POVT and GP is 0.79I4 as against 0.I776 
between POVT and GINIC. 

Next we propose to assess the extent of 
association between the Sen-Index (SI) on 
the one hand and its component elements, 
namely, the head-count ratio (POVT), the 
poverty-gap ratio (PGR) and the Gini- 
coefficient summarising the size distribution 
of AVCE among the subset of the poor 
(GP). The informational requirements can 
be seen to increase progressively as we move 
from POVT to PGR to GP to SI. The cross- 
tabs between POVT-SI, PGR-Sl and GP-SI 
arc presented in Tables 7, 8 and 9. 

Our correlation analysis has shown that 
the product-moment correlation is the 
highest at 0.9719 between POVT and SI, 
followed by 0.9527 between PGR and SI and 
the least at 0.8717 between and GP and SI. 
i'his pattern of association gets broadly 
reflected in our two-way tabulations in terms 
of the predominance of the diagonal 
elements with the declining importance of 
the number of regions as well as the share 
in total rural and total rural poor popula¬ 
tion of the diagonal elements when we mow 
fiom POVT-Sl cross-tab to PGR-SI cross¬ 
tab and further to GP-Sl cross-tab. This 
should be obvious from the following Ttble 
10 (see lines I, 2 (a) and 2(b) across column$ 
(3) to 5). 

Secondly, it would be useful to note the 
number of regions which are in the same 
diagonal quartile when ranked by SI and at! 
of its component elements, POVT, PGR and 
GP. Prom the foregoing summary table, it 
should be clear that POVT-SI cross-tab pro¬ 
vides us with the most comprehensive list of 
the diagonal elements. We Hnd that 26 
regions in all comprising 8 out of 12 regions 
in (1,1) combination, 6 out 10 in (2,2), S out 
of 10 in (3,3) and 7 out of 12 in (4,4) com¬ 
bination are commftn in all the three cross¬ 
tabs POVT-SI, PGR-SI and OP-SI. 

Thirdly, the foregoing summaiy Thble 10 
indicates that the percentage share of the 
regions along the upper half of the diagonal 
is higher in respect of the rural poor popula¬ 
tion. This is much more so in (4,4) combina¬ 
tion than (3,3) combination (compare lines 
4(a) and 4(b) in all the cross-tabs POVT-SI, 
PGR-SI and GP^L This would clearly result 
as a direct consequence of the ranking 
criterion with respect to POVT but that it 


tepeau iudf in the other cross-tabs HI vary¬ 
ing degrees basically reflecu tbecorrespon- 
ding association between POVT on die other 
hand and the other measures, namely, PGR, 
GP and SI on the other.'In other words, 
those regions with higher than median-level 
head-count ratio (POVT) also tend to have 
higher than median level of each of the three 
indicators namely income gap-ratio (PGR), 
Gini-cocfficient among the poor (GP) an(( 
the Sen-Index (SI) which incorporates the 
intensity dimension of poverty. 

A conclusion of significant empirical im¬ 
portance emerges from the foregoing discus¬ 
sion, namely, a very close association (in 
terms of ranking) between the informa¬ 
tionally least demanding and hence possibly 
most-robust but crude head-count measure 
(POVT) and the informationally most 


demanding and conceptually most so|dii- 
siicaied Sen-Index (SI). 

It can be argued that our conclusion 
st.'Ktly applies to the broad quaitilc-wise 
nuTiking that we have adopted. However, a 
logical extension of the quartile-wise rank¬ 
ing consists of ranking each region accor¬ 
ding to POVT and SI and working out a 
summary measure of the Spearman’s rank- 
correlation coefficient. The detailed rank 
order of each region according to POVT and 
SI appear in Appendix Dible 11 columns (8) 
and (9). The rank correlation coefficient b«- 
ween POVT and SI based on these rank 
orders works out to 0.9749, which tnciden- 
telly, is not very different from the product- 
moment correlation coefficient of 0.9719 
between POVT and SI noted earlier. Vte can 
thus safely conclude that if we are interested 


T ABl t 9; Ol'SK! II f. wist Cwiss T ABl'l-ATK)N BErWft N THt SES-INDEX (SI) ANDGiNI CoEFriflt.NT 
AMONii Ilir PCX)R (GP) .AtRO.SS 56 Reuiuns 


V. 






Quartiles According to SI 



0. 


% 


Region-code 

341,342,512. 

515,161,131, 

133,121,122.111 

514,132.422, 

215 



a 

11.58 

3.69 



b 

6.90 

3.54 

— 

— 

Region-code 

513.162,533. 

112 

411,531,225, 

211,212,213 

214 

223,522 

526 

a 

5.19 

22.32 

3.62 

0.67 

b 

3.15 

19.05 

3.95 

0.92 

Region-code 


532,224 

412,312,431, 

432,114.421, 

423,331 

511,221,222, 

113 

a 


2.32 

18 73 

5.50 

b 

, — 

2.00 

20.43 

7.71 

Region-code 


413 

313,534,523, 

321 

311,521,524, 

525,322,323 

332,333.334 

a 


1.56 

9.43 

15.43 

b 

— 

1.31 

9.40 

21.61 


04 


Note. Same as for Table 4. 

TVHIt 10; SlMMXRY I \BI r Ru,\R 1)|NO SI \ND IlN CoNslIIl ENI El EMEMS 

SI Parijcularv of Item Cross-Tabulation between 

No 

( 1 ) ( 2 ) 

(I) No of legions along the Jiugonal 
<2) Pcreciiiage share of legions along ihe diago 

(a) Total rural population 

(b) Total rural poor populaiion 

(3) No of regions along (3.3) diagonal 

(4) I’erccniagc share of regions along (3,3) diag 

(a) Total rural population 

(b) Total rural poor population 

(5) No of regions along (4,4) diagonal 

(6) Percentage share of regions along (4,4) diag 

(a) Total rural population 

(b) Total rural poor populaiion 

Source: Tkbles 7, 8 and 9. 


POVT-Sf 

POR-Sl 

GP-Sl 

(3) 

(4) 

(5) 

44 

n 

42 

35 

81.97 

72.73 

68.06 

82.00 

74.06 

67.99 

10 

10 

8 

in 



24.50 

22.74 

18.73 

26.18 

24.'1 

20.43 

12 

12 

9 

in 



18 10 

18.55 

15.43 

26.03 

26.14 

21.61 
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in the ranking of regions according to the 
intensity of poverty as measured by SI, we 
can approximate it fairly closely by ranking 
the legiorts according (o the head-count ratio 
(POVT). 

VII 

('onc'lusioiis 

The major findings of this paper may now 
be recapitulated. 

(1) Among the dimensions of povcity con¬ 
sidered in this study, the (unweighted) co- 
efiicient of variation actoss 56 regions was 
the highest for the Sen-Index (SI) and the 
lowest for the Gini coefficient (GINIG) sum¬ 
marising the si/c distribution of per capita 
consumer expenditure. 

(2) Even though v/ithm a region, the relative 
inequality in the sire distribution of per 
capita consumer expenditure among those 
below the poverty line (GP) is much lower 
than that relating to the sir:e distribution 
among the entire rural population (GINIC), 
the relative variability across 56 region.s is 
much higher for GP than for GINIC'. 

(3) For all the dimensions of poverty (with 
the exception of the Sen- Index), the regions 
are densely concentrated over a relatively 
narrow range of the variable in the second 
and the third quartiles. 

(4) Quartile-specific average head-count 
ratio progressively declines across quartiles 
when the regions are ranked according to the 


siae of the average consumer expenditure per 
capita (AVCE) and rises progressivriy when 
the regions are ranked according to the Sen- 
Index (SI) and its constituents. GINIC is the 
only ranking variable for which the head¬ 
count ratio does not exhibit the monotonic 
relationship across quartiles. 

(5) A mapping of regions it. extreme poverty 
judged by reference to the lowest quartile of 
AVCE reve.tls a long bell extending from 
the eastern plains of West Bengal to 
Kanyakumari m Tamil Nadu with only one 
region of Andhra Pradesh breaking the con¬ 
tiguity in this ea.st-south belt. However, when 
judged by reference to the highest quartile 
of the head-count ratio (POVT), we observe 
an east-west belt spread all the way from 
We.st Bengal to Rajasthan and taking in 
regions of Orissa, Bihar, Madhya Pradesh, 
Maharashtra and Gujarat. 

(6) The head-count ratio (POVT) has been 
found to be much more closely associated 
with the level of region specific average con¬ 
sumer expenditure per capita (AVCE) than 
with the relative inequality in the region- 
specific si/e distribution of AVCE as 
measured by GINIC. 

(7) We located two types of ‘outlier’ regions. 
In the first type, we have one region (viz, 
Karnataka inland eastern) which does bet¬ 
ter in terms of its quartile-wise POVT rank¬ 
ing than is indicated by its quartile-wise rank 
in terms of AVCE despite being adversely 
placed in terms of GINIC. In the second 


type, we have five icgioiu (viz. Gujtni 
plains, Gujarat dry areas, Mahanshtra 
western, Maharashtra northern and West 
Bengal Himalayan) which do wone in terms 
of their quatiile-wise POVT ranking than is 
indicated by their quartile-wise rank in terms 
of AVCE despite being favourably plac^ 
along the GINIC dimension. 

(8) We also find a much stronger associa¬ 
tion between POVT and GP than between 
POVl and GINIC. This may be interpreted 
in terms of GP being a closer proxy to the 
characterisation of the lorenz curve around 
and below the poverty line. 

(9) We observe a very close association in 
the ranking of regions according to POVT 
and according to SI so that if we are in¬ 
terested in the ranking of regions accoroing 
to the intensity of poverty wc can appro¬ 
ximate it fairly closely by a ranking in terms 
of POVT. This finding holds not only in 
terms of the broad quartile-wise ranking, but 
also in terms of a detailed ranking leading 
to a very high Spearman's rank correlation 
coefficient. 

|We are grateful to Bacchi Ram for preparing 
(he maps and diagrams.] 
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SI 

Rc.eion 

Desvripuon 

Composition (Disiricts Telisils) 

No 

Code 

ot the Kofion 

of the Region 

(0) 

(U 

(2) 

<31 




‘{lulhra Ptarie’th (State Code 41) 

I 

411 

(. oiistal 

Srikakiilam. Visakhapatnam, Last 
Ciudasari, West Godavaii. Krishna, 
On^oU', Guntur and Ncllore. 
Adiluliad, Karimnagar, Nizaniabad, 

2 

412 

lnl.uid. ‘sioithfin 

\edak, Warang.al, Khammam, 
N'aleonda. Hydcrab.id -and 
Malibubnagar. 

3 

■tl.t 

Inluncl, Soulliem 

Kurnool. Anaiuapiii, (.'uddapah and 
Chiltoor. 




Astern (State Code i4) 

4 

341 

Plains 

Lakliimpur, Sibsagar, Darrang, 
Nowgong. Kamriip, (ioalpara and 
< achar. 

5 

342 

Hills 

Mikft Hills, North Coctiar HilK and 
Mi/o Hills. 




Hihar (Slate Code i!) 

6 

311 

Somhern 

Sanial Parganas, Dhaiibad, 
Ha/aribagh, Palaniau. Ranchi and 
Singhbhiim. 

7 

312 

.Northern 

Purnea, Saharsa, Darbhanga. 
Muzzaffarpur, Champaran and 
Saran. 

8 

313 

Central 

Bhagalpur, Monghyr, Patna, Gaya 
and Shahabad. 


\i Ri-oions wniiiN Eai.hSimi 


SI 

No 

Region 

Code 

Description 
of the Region 

Composition (Distiicts,' lehsils) 
sif the Region 

(0) 

(1) 

(2) 

(^) 


511 

Eastern 

Cujarat (State Code 5!) 

Banas Kantha (tehsil Danta), Sabar 


Kamha (tehsil Khed Brahma, 
Vijayanagar, Bhiloda and Meghraj). 
Panch Mahals (tehsils I imkheda, 
Dohad, Jhalod and Santrampur), 
Vadodara (tehsils Naswadi, 
Tilakwada, Chhota Udaipur and 
Jambugam), Bharuch (tehsils 
Ankleshwar, Valia, Jhagadhia, 
Dodipadar, Sagbara and Nandej), 
Surat (tehsils Mahuva, Vyara, Valod, 
Songadh, Mandvi, Uchhal, Nizar, 
Mangrol, Palsana and Bardoli), 
Dangs (tehsil Dangs) and Valsad 
(tehsils Dharampur, Chikhli, 
Bansada, Umbergaon, Valsad and 
Pardi). 

10 512 Plains, Northern Sabar Kantha (tehsils Prantij, 

Modasa, Nimatnagar, Malpur, 

Bayad and Idar), Mahesana (tehsils 
Sidhpur, Pau" Mahesana, Kheralu, 
Visnagar, Vijapur, Kadi and KaM). 
Ahmedabad (all tehsils), 
Gandhinagar (all tehsils) and Kheda 
(all tehsils). 
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APPENDIX Table I ’fCof/TD) 


SI 

Region 

Oetcription 

Composition (Districts/Tehsils) 

SI 

Region 

Description 

Composition (Disiricts/lchsils) 

No 

Code 

of the Region 

of the Region 

No 

Code 

of the Region 

of the Region 

(0) 

^ (1) 

(2) 

(3) 

(0) 

(I) 

(2) 

(3) 

II 

513 

Plains, Southern 

Ranch Mahals (tehsils Halol, Kalol, 

31 

522 

Inland, Western 

Ahmadnagar, Poona, Sholapur, 




Godhra, Jamughoda, Devgad baria. 




Satara, Sangli and Kplhapur. 




Shahera and Lunawada), Vadodara 

32 

523 

Inland, Northern Jalgaon, Dhulia and Nasik. 




(tehsils Savti, Dabhoi, Sinor, Karjan. 

33 

524 

Inland, Central 

Aurangabad. Bhir. Parbhani. 




Pidra, Vadodara, Waghodia and 




Nanded and Osmanabad 




Sankheda), Bharuch (tehsils Hansot, 

34 

525 

Inland, Eastern 

Nagpur, Wardha, Amravaii, 




Vagra, Amod, Jambusar and 




Buldhana, Akoia and Yeotmal. 




Bharuch), Surat (tehsils Chorasi, 

35 

526 

Eastern 

Bhandara and Chandrapur. 




Kamrej and Olpad) and Valsad 




Orissa (State Code 32) 




(tehsils Gandevi and Navsari). 

36 

321 

Coastal 

Balasore. Cuttack, Puri and Ganjam 

12 

514 

Dry Areas 

Banas Kantha (tehsils Palanpur, 




(plains). 




Vadgem, Dhanera, Deesa. Kankraj, 

37 

322 

Southern 

Ganjam (Agency), Baudh Khond- 




Wav, Tharad. Deodar, Radhanpur 




mals, Kalahandi and Korapui. 




and Santalpur), Kutch (all tehsils). 

38 

323 

Northern 

Mayurbhanj, Keonjhar, Sundargarh, 




Mehesana (tehsils C'hanasma, Sami 




Sambaipur. Bhenkanal and Bolangir. 




and Harij), Sureiidranagar (all 




Punjab (Stale ('ode 12) 




tehsils) and Rajkot (tchsil Malia),. 

39 

121 

Northern 

Gurdaspur, Amritsar, Kapurlhala, 

13 

515 

Saiirashtra 

Rajkot (tehsils Paddliari, Ciotidal, 




liillundiir. Ludhiana. Hoshiarpur 




Ixidhika, Kotda. Sangani. Jeipui, 




•ind Ropar. 




Dhoraji, Upleta, Jam Kandorna, 

40 

122 

Southern 

Patiala, Sangrur, I'lrorpur and 




Rajkot. Jasdan, Mnrvi and 




Bhatinda. 




W'ankaner), Bhavnagar (all tehsils). 




Kaja\ihan (Slate Code III 




Amreli (all tehsils), Jiinagadh (all 

41 

III 

Western 

Jhiinjhunu. Sikar, Churu. Bikaner, 




tehsils) and Jamnagar (all tehsils). 




Nagaur, Jodhpur, laisatmer, Barmer 




Haryana (State Code 16) 




and Jalor. Canganagar. 

14 

161 

Eastern 

Karnal, Ambala, Rohtak and 

42 

112 

North Eastern 

Alwar. Bharatpur, Sassai Madhopur, 




Ourgaon. 




Jaipur, Tonk, Bilwara, Ajmer and 

15 

162 

Western 

Mahendragarh, Jind and Hisar 




Pah. 




Jammu and Kashmir (Slate Code 

43 

113 

Southern 

Bansssara, Dungarpur, L'daipiir and 




13) 




Siifihi 

16 

131 

Mountainous 

Jammu and Kathua 

44 

114 

South Eastern 

Jhalawar, Kota. Bundi .tnd 

17 

132 

Outer Hills 

Doda, Udhampur, Puncit, Rajai. 
and Ladakh 

Baramula, Srinagar and Ananipag. 
Karnataka (State Code 53) 




Cliittaurgarh. 

Jamil Xodii (Stale ('ode 42) 

18 

133 

Jhelum Valley 

45 

46 

42) 

422 

Coastal Northern 

Coastal Southern 

Madras, Chinglepiii, North Arcot 
and South Areol 

Thanjasiir, Ramanathapurain. 

19 

531 

Coastal & Ghats 

North Kanara and South Kanara. 




Tirunetseli, Kanyakumari 

20 

532 

Inland. Eastern 

Shimoga, Chikmagalur, Massan and 

47 

423 

Inland 

Tiruchirapalli, Coimbatore and 




Coorg. 




Nilgiris. .Salem. Dharamapuri. 

21 

533 

Inland, Southern Kolar, Tumkur. Bangalore, Mandya 




Maduiai. 




and Mysore. 




Vttar Pradesh (Stale Code 21) 

22 

534 

Inland, Northern Bidar, Culbarga, Bijapur, Belgaura, 

48 

211 

Himalayan 

Pithoragarh, Chamoli, Uttarkashi. 




Dharwar, Raichur, Bellary and 



Dehra Dun, Tehri-Garhwal. 




Chitradurga. 




Garhwal, Almora and Nainita). 




Kerala (State Code 43) 

49 

212 

Western 

Saharanpur, Muzaffarnagar, Kjnor, 

23 

431 

Northern 

Cannanore, Kozhikode, Malappuram 




Meerut, Moradabad, Bulandsbahr, 




and Palghat. 




Rampur, Bareilly, Pilibhit, Shah- 

24 

432 

Southern 

TVichur. Ernakulam, Kottayam, 




jahanpur, Budaun, Aligarh, 




Alleppey, (}uilon and Trivandrum. 




Mathura, Etah, MainpurK Far- 




Madhya Pradesh (State Code 22) 




rukhabad. Etawah and Agra. 

25 

221 

Eastern 

Surguja, Raigarh, Btlaspur, Raipur, 

SO 

213 

Central 

Kheri, Sitapur, Hardoi, Lucknow, 




Durg, Balaghat and Bastar. 




Bara Banki, Rae Bareli, Unnao, 

26 

222 

Inland, Eastern 

Sidhi, Rewa, Satna, Panna, 




Faiehpur and Kanpur. 




Jabalpur, Shahdol, Mandia and 

51 

214 

Eas.ern 

Bahraich, Gonda, Basti, Gorakhpur, 




Seoni. 




Deoria, Ballia, Azamgarh, Faizabad, 

27 

223 

Inland, Western 

Dam^h, Sagar, Vidisha, .Sehorc, 




Sultanpur, Jaunpur, Ghazipur, 




Raisen, Narsimhapur, Chhindwara, 




Varanasi, Mirazapur, Allahabad and 




Hoshangabad and Bctul. 




Pratapgarh. 

28 

224 

Western 

Mandsaur, Rajgarh, Shajapur, 

52 

215 

Southern 

Banda, Hamirpui. Jalaun and 




Ujjain, Raiiam, Jhabua, Dhar, 




Jhansi. 




Indore, Dewas, Khargone* (West 




Hitarr Bengal (Stale Code 33) 




Nimar) and Khandwa (East Nimar) 

53 

331 

Himalayan 

Darjeeling, Jalpaiguri and Cooch 

29 

225 

Northern 

Chhatarpur, Tikamgarh. Bhind, 



Behar. 




Datia, Gwalior, Morena, Shivpur 

54 

332 

Eastern Plains 

West Dinajpur, Malda, Mur- 




and Guna. 




shidabad, Nadia and Birbhum 

30 



Maharashtra (Stale Code 52) 

55 

333 

Central Plains 

IWemy Four Parganas, Calcutta, 

521 

Coastal 

Thana, Greater Bombay, Kolaba 




Howrah, Hooghly and Butdwan. 




and Ratnagiri. 

56 

•334 

Ihbstem Plains 

Bankuta, Putulia and Midiiapote 
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Arri-Noix Tabi.I; 11; Basic Data sor 56 Regions in Rural India, 

1972-73 




^ SI 

Region 

Name of the Region 

Region-Specific 

POVT 

SI 

Rank 

Rank 

AVCE 

GINIC 

PGR 

GP 

No 

Code 


Percentage Share in 

Per Cent 

(Ratio) 

POVT 

SI 

(Rs p m) 

(Ratio) 

(Ratio) 

(Ratio) 

;• 



PfPOP 

PPPOP 









i'l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

It 

12 

13 

sV 

1 

411 

AP Coa.stal 

3.74 

3.10 

39.77 

0,1437 

17 

23 

39.37 

0.2580 

0.2680 

0.1277 

. 2 

412 

AP Inland Nonhern 

2.93 

2.86 

46.93 

0.1729 

28 

29 

38.45 

0.2720 

0.2694 

0.1356 

3 

413 

AP Inland Soulheni 

1.56 

1.31 

40.42 

0.1563 

18 

27 

43.77 

0.3125 

0.2782 

0.1504 

4 

341 

ASM Plains 

3.50 

2.96 

40.58 

0.1071 

19 

12 

41.66 

0.1864 

0.1894 

0.0$20 

„ 5 

342 

ASM Hills 

0.10 

0.08 

37.77 

0.0983 

14 

10 

43.37 

0.2018 

0.1890 

0.0878 

6 

311 

BHR Southein 

2 80 

3.91 

67,01 

0..3030 

SO 

.51 

37.22 

0.2948 

0.1388 

0.1733 

7 

312 

BHR Noithcrn 

5 39 

6.32 

56.31 

0 2.300 

40 

40 

42.07 

0.2830 

0.3051 

0.1486 

r' 8 

313 

BHR Ccmial 

.3 70 

3.31 

52.93 

0.2242 

36 

.19 

43.43 

0.2959 

0.3199 

0.1524 

9 

511 

GJT Eastern 

0 93 

1.39 

71.51 

0.3006 

53 

50 

36.12 

0.2753 

0.3183 

0.1498 

10 

512 

GJT Plains Northern 

1.24 

O.W 

38.32 

0.M21 

15 

14 

50.95 

0.2547 

0.2152 

0.0986 

11 

513 

GJ1 Plains Southern 

0.68 

0 50 

35,17 

0.1107 

It 

13 

67.55 

0.3855 

0.2314 

0.1085 

12 

514 

GJT Dry Aieas 

0.61 

0.64 

50..36 

0.1561 

34 

26 

44.05 

0.2322 

0.2314 

0.1023 

13 

515 

GJl Saurashtra 

1.05 

0.66 

30.18 

0.0732 

09 

7 

50.67 

0.2081 

0.1756 

0.0811 

14 

161 

HRA Eastern 

1.24 

0.41 

16.02 

0.0405 

05 

4 

68.99 

0.2917 

0.1820 

0.0867 

15 

162 

HRA Western 

0 70 

0.16 

11.04 

0.0327 

01 

1 

71.97 

0.2700 

0.2148 

0.1033 

16 

131 

J and K Mountains 

0.19 

0.08 

20.48 

0.0434 

06 

T 

45.55 

0.1930 

0.1514 

0.0714 

17 

132 

J and K Outer Hills 

0.26 

0.25 

47.26 

0.1526 

30 

25 

17.26 

0.2232 

0.2457 

0.1023 

18 

133 

J and K .Iheliiin Valley 

0 44 

0.12 

13.12 

0.0340 

02 

2 

S6.I0 

0.2S61 

0.1860 

0.0902 

19 

531 

KNT Coastal andCihats 

0.53 

0.43 

39.58 

0.1290 

16 

19 

45.11 

0.2706 

0.2419 

0.II08 

20 

532 

KNT Inland Eastern 

0.68 

0,50 

35.50 

0.1325 

12 

20 

46.56 

0.2878 

0.2659 

0.1460 

21 

533 

KNT Inland Southern 

1.57 

1.09 

33.48 

0.1036 

10 

11 

48.16 

0.2672 

0.220! 

0.1146 

22 

534 

KNT Inland Northern 

2.43 

2.34 

46.34 

0.1816 

27 

30 

41.01 

0.2794 

0.2812 

0.1539 

23 

431 

KER Northern 

1.59 

1.86 

.56.14 

0.2336 

38 

41 

40.08 

0.2949 

0.3158 

0.1467 

24 

432 

KER Southern 

2.60 

2.65 

48,92 

0.1953 

31 

34 

46.60 

0.3305 

0.2974 

0.1449 

23 

221 

MPH Eastern 

2..38 

3.18 

64.21 

0.2476 

47 

43 

.14.44 

0.2477 

0.2876 

0.1374 

26 

222 

MPH Inland Eastern 

1.47 

1.92 

62.91 

0.2546 

46 

47 

15.17 

0.2673 

0.3078 

0.1400 

27 

223 

MPH Inland W'e.slern 

1.31 

I..34 

49.00 

0.1839 

32 

32 

46.96 

0.3441 

0.2805 

0.1317 

28 

224 

MPH Weswrn 

1.64 

1..50 

44.12 

0.1708 

24 

28 

46.78 

0.3209 

0.2881 

0.1390 

29 

225 

MPH Northern 

1.10 

0.82 

35.84 

0.1270 

13 

17 

55.51 

0.3428 

0.2552 

0.1329 

30 

321 

MHR Coa.stal 

1.03 

1.32 

61.56 

0.2683 

45 

48 

40.61 

0.2926 

0.3309 

0.1569 

31 

522 

MHR Inland Wesletn 

2.31 

2.61 

54.27 

0.2030 

37 

35 

43.60 

0.2581 

0.2778 

0.1333 

32 

523 

MHR Inland Northern 

i.to 

1.36 

59.39 

0.2428 

43 

42 

41.81 

0.2758 

0.3021 

0.1530 

33 

524 

MHR Inland Central 

1.2.3' 

1.51 

58.92 

0.2533 

42 

46 

47.87 

0.3830 

0.3199 

0.I6I9 

34 

525 

MHR Inland Eastern 

1.41 

1.92 

65.23 

0.2899 

48 

49 

41.23 

0.3277 

0.3405 

0.1576 

35 

526 

MHR Eastern 

0.67 

0.92 

65.27 

0.2526 

49 

44 

42.53 

0.3106 

0.2930 

0.1329 

36 

321 

ORS Central 

2.20 

2.39 

52.08 

0.2090 

35 

36 

42.40 

0.2974 

0.2953 

0.1505 

37 

322 

ORS Southern 

0.84 

1.49 

85.02 

0.4223 

56 

56 

28.19 

0.2816 

0.3923 

0.1719 

38 

323 

ORS Northern 

1.67 

2.74 

78.74 

0.3992 

54 

55 

29.78 

0.3003 

0.3982 

0.1807 

39 

121 

PNB Northern 

1.39 

0.41 

14.18 

0.0359 

03 

03 

73.42 

0.3012 

0.1791 

0.0902 

40 

122 

PNB Southern 

1.03 

0.34 

15.78 

0.0435 

04 

06 

76.24 

0.3310 

0.2022 

o.(ms 

41 

lit 

RJN Western 

1.40 

0.85 

29.0S 

0.0852 

07 

08 

55.92 

0.2865 

0.2149 

0.0997 

42 

112 

RJN North Eastern 

2.24 

1.40 

30.09 

0.0961 

08 

09 

57.04 

0.3039 

0.2340 

0.1117 

43 

113 

RJN Southern 

0.72 

1.22 

82.00 

0.3671 

55 

S4 

33.25 

0.3202 

0.3529 

0.1465 

44 

114 

RJN South Eastern 

0.62 

0.65 

50.04 

0.1927 

33 

33 

46.39 

0J183 

0.2837 

0.1417 

45 

421 

TNU Coastal Northern 

1.87 

2.19 

56.30 

0.2156 

39 

37 

35,87 

0.2862 

0.2820 

0.1407 

46 

422 

TNU Coastal Southern 

1.96 

1.85 

45.43 

0.1358 

26 

21 

38.36 

0.2482 

0.2265 

0.0937 

47 

423 

TNU Inland 

2.91 

2.86 

47.23 

0.1816 

29 

30 

38.38 

0.2843 

0.2863 

0.1377 

48 

211 

UPH Himalayan 

0.76 

0.67 

42.13 

0.1286 

22 

16 

43.40 

0.2602 

0.2280 

0.1002 

49 

212 

UPH Wwtern 

6.00 

5.08 

40.60 

0.1281 

20 

18 

46.30 

0.2885 

0.2312 

0.1092 

50 

213 

UPH central 

3.05 

2.77 

43.63 

0.1451 

23 

24 

44.97 

0.2999 

0.2423 

0.1191 

31 

214 

UPH Eastern 

7.14 

6.18 

41.58 

0.1233 

21 

15 

45.15 

0.2541 

0.2112 

0.1081 

52 

215 

UPH Sombern 

0.86 

0.80 

44.50 

0.1384 

25 

22 

44.16 

0.2782 

0.2353 

0.099 

33 

331 

WBL HimaUyan 

0.82 

1.04 

60.96 

0.2201 

44 

38 

38.87 

0.2336 

0.2620 

0.1341 

34 

332 

WBL Eastern Plains 

2.20 

3.17 

69.05 

0.3250 

SI 

53 

35.42 

0.2932 

0.3596 

0.1734 

35 

333 

WBL Central Plains 

2.27 

2.70 

57.13 

0.2582 

41 

45 

42J)5 

0.3153 

0,3375 

0.1729 

56 

334 

WBL VWsiern Plains 

1.98 

2.85 

69.13 

0.3226 

52 

52 

36J8 

0Jt95 

0J560 

0.1717 


Nate: PTPOP and PPPOP refer to region-specific percentage shares in total rural and tout rural poor population, respectively. 
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Interventions for the Poor 

Critical Dimensions, Potentialities and Limitations 

V M Kao 


This paper is based on a survey of published and unpublished researches done in Karnataka during the last 
about two decades on the development programmes for the poor. The pafwr identifies four critical dimensions 
of interventions by the state for the poor—employment generation, technology-extension-credit, assets and skills 
and welfare; for each dimension, the potentialities for and the limitations of the interventions by the state are 
briefly described with the help of findings and insights from the researches surveyed. 

The main argument of the paper is that in rural situations, as those in Karnataka, the interventions may be 
able to go beyond providing temporary relief to the poor. A set of relatively simple indicators is suggested for 
observing the developmental change brought about by the interventions. The paper discusses in some detail the 
perspective necessary for assessing the scope for inducing systemic changes through interventions for the poor. 
It also spells out the policy researches needed for effective designing, implementation and monitoring of these 
interventions. 


Introduction 

1 HIS paper lakes a look at the researches 
done in Karnataka in the last about two 
decades on the wide range of development 
programmes implemented in the state. The 
paper has been prepared as a part of a 
research project undertaken in the Institute 
for Social and Hct'iiomic Change (ISHC) to 
make a comprehensive inscntoiy rsf dcselop- 
meiii pmgiammes implemented in Karnataka 
hy the official agencies and by the volun 
tary organisations and to assemble the prin¬ 
cipal findings and insights of researches 
done on the programmes in the form of 
abstracts. A particular attempt has been 
made in the project to cover un- published 
researches available in universities, insti¬ 
tutions and government of Karnataka 
departments. 

The research project was taken up in the 
hope that such compilations on the pro¬ 
grammes operating at the grassroots level 
would provide a base for initiating a serie.s 
of in-depth studies on the phenomenon and 
processes of poverty going beyond the 
current poverty researches relying primarily 
on statistical exercises for measurement and 
analyses with aggtegative data. The specific 
purpose of the present paper is to develop 
a unified framework for assessing the poten¬ 
tialities and limitations of the strategy 
underlying the planned efforts being made 
in India for removal of poverty. Such a 
framework could bring to light research 
opportunities capable of providing meaning¬ 
ful analyses of poverty b^nd measurement. 

Hopefully, there would be a consensus 
among the social science researchers that the 
wide spectrum of prevailing development 
programmes for the poor derive their 
motivation and design from the common 
interventionist strategy underlying them. We 
start with the proposition that the choice of 
interventionist strategy by the planner in 
India is in response to the severe constraints 
operating in the Indian society making it im¬ 
practicable to choose strategies for poverty 


removal relying primarily on growth or those 
bused on drastic reforms in the lelationsliips 
and institutions constituting the structure <>f 
the society. IL is only to be expected that, 
given this context, the interventionist strategy 
would be skrw in pace and modest in impact 
bringing about changes much less thorough¬ 
going than what the policy makers and 
social scientists would like to see. It is usual 
foi the recent poverty analyses based on 
aggregative data to highlight these limita¬ 
tions with persistence and vehemence casting 
a shadow on the very credibility of the inter¬ 
ventionist approach. Arc the interventions 
in the Indian context incapable of providing 
anything more substantial and enduring 
than a measure of temporary relief to the 
poor? 

While the general Indian experience on 
poverty removal is far from encouraging, this 
paper tries to point out dimensions along 
which and situations in which the interven¬ 
tionist strategy may be able to achieve more 
than relief given perseverance on the part of 
policy-maker in implementation and skill 
and patience on the part of social scientist 
in documenting and monitoring the changes 
arising in the wake of interventions. We have 
argued in a recent paper that Karnataka, 
particularly its villages, offers an instructive 
socio-economic environment to evaluate the 
interventionist strategy.' Karnataka could 
be regarded as an intermediate type between 
the 'green revolution’ areas with relatively 
less incidence of poverty and ‘semi-feudal’ 
areas with a .socio-economic system too 
oppressive to yield to state interventions 
short of thorough-going structural reforms. 
Interestingly, a recent comparative study of 
West Bengal, Karnataka and Uttar Pradesh 
justifies the selection of these three states as 
'repre.senting “a continuum of maximum to 
minimum goveriunental efforts in mitigating 
rural poverty: the two extremes are the com¬ 
munist government of West Bengal, repre¬ 
senting maximum efforts and the Janata 
government in Uttar Pradesh (1977-80) 
representing the minimum effort. I^rnataka 
under Devarai Urs falls between these two 


on the continuum .overall achievements 
(in Karnataka) were niodcstr- This paper is 
confined lo ihc rural poor owing to the 
prcdiiniinuiice ol the rural studies in the 
rcseaichcs ii>\itiroried by us. This is hardly 
a linniaiion since the rural poor, apart from 
being nuriiencally the major group among 
the poor, arc pciiphcral to the main-stream 
society both .spatially and in terms of socio¬ 
economic status. In fact, they form a parti¬ 
cularly appropriate gioup to test the 
reach, thrust, impact and the long-term 
changes brought about by the interventionist 
strategy. 

The plan of this paper is as follows. 
Sections II to V consider, successively, the 
four kiitical dimensions of the interven¬ 
tionist strategy. These are: (i) employment 
generation, (ii) technology, extension and 
credit, (iii) a.ssct.s and skills, and (iv) welfare 
programmes covering education, health, 
housing, etc. The coverage of these dimen¬ 
sions is sketchy and illustrative since the 
researches inventoiicd in our project are^ for 
the most part, fact-finding and descriptive 
with considerable overlap among themselves. 
An attempt is made in section VT to put the 
insights obtained on the four dimensions 
into a coherent framework for the purpose 
of assessment. Keeping in mind the impor¬ 
tance of developing adequate policy analyses 
for the anti-poverty strategy and program¬ 
mes, section VII of the paper indicates a 
number of themes which appear to need 
priority attention in the light of Karnataka’s 
experiences. The interventions, to be effec¬ 
tive, require a long-term perspective and 
strategy. The tentative idca.s suggested by our 
assessment of Karnataka’s experiences are 
presented in section VIII. The paper is in the 
nature of a mapping operation seeking only 
to identify insights and issues which could 
be of interest to researchers on poverty. 
However, a map—though sketchy—could 
of help in thinking out research priorities 
and approaches to understand the complex 
phenomenon of interactions between inter¬ 
ventions and the hardy system which the 
interventions seek to change for the better. 
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II 

Employiiu'iit Grnrratioii 

Lmploymcnt generation is. basically, a 
relief measure hut a well designed pro¬ 
gramme with a sulficicnt thrust can have a 
more substantial impact on the poor than 
temporary relief during periods of scareity. 
For example, a programme incorporating a 
year-round guarantee of employment to the 
poor, making viable use of surplus labour 
'in improving rural resources and infra¬ 
structures and providing strong support to 
rural wages to counter the groups interested 
in keeping them down would obviously be 
something more than a relief measure. In 
fact, over a longer period, such a programme 
can strengthen the interventionist strategy 
itself by enabling it to rely more on growth 
and reform than relief. 

Let us begin by taking note of certain 
features of the employment situation in rural 
Karnataka as indicated by research invc.stiga- 
tions. Estimates of days of open unemploy¬ 
ment in a year appear to range from about 
70 days to 110 days.-* It is also necessary to 
keep in mind factors tike irrigation and 
sericulture having a favourable impact on the 
demand for wage labour.* iiowever, it is 
less certain that improvement in agricultural 
wages occur in the wake of increase in 
employment. The wage dimension is I’rucial 
to the conditions of labourers because of its 
sensitivity to non-economic factors like dif¬ 
ferences in castes between the employers and 
the labourers. The impressions obtained 
during the I-SEC investigations in the 
sericulture villages is that collusive practices 
are quite common among the landowning 
dominant castes vis-a-vis the labourers 
belonging to the lower castes. Apart from 
these impressions, there is documentation of 
rural pockets in Karnataka with stagnant 
ssages despite substantial growth and techno¬ 
logical change in agriculture.* There are 
also studies indicating that low and stagnant 
wages could lead to situations of ‘over-full 
employment’ — high participation rates and 
employment co-existing with extreme poverty 
among the labourers.* It is only to be 
expected that low wages along with the 
uncertainty of employment in the dryland 
agriculture typical of Karnataka would 
induce the poor to work for the larger 
landowners as attached labourers. A recent 
ISEC study on thereleased bonded labourers 
in Karnataka clearly brings out the economic 
compulsions—rather than feudal relations— 
giving rise to such attachment of labourer 
to landowners.* The Kale and Hasalkar 
study (referred to in note 3) also finds that 
“it is not so much the amount of contract 
wage but the security of continued employ¬ 
ment that prompts the rural labourers to opt 
for attached employment”. 

Keeping in mind the context described 
above, let us have a look at the findings on 
■he entployment generation programmes in 
Karnataka. The objeaive of these prt^tnun- 


mes is to provide 100 days of employment 
during the -slack season to those seeking 
emptoyment. It would be seen that this com¬ 
pares favourably with the extent of open 
unemployment noted above. The official 
statistics also claim substantial increase in 
the scale of emptoyment generation in recent 
years—from 16,463 works providing 333 
lakh mandays of employment in 1982-83 to 
46,691 works providing 948 lakh mandays 
of employment in 1985-86 (up to February 
1986).'* A rough exercise* done on the basis 
of official statistics for the year 1983-84 
shows that between 5 to 7 per cent of the 
rural poor could have benefited from the 
employment programmes during that year. 
We do not have any firm data base and 
researches to quantify the impact of employ¬ 
ment generation programmes on the em¬ 
ployment and income of rural poor. It may 
be mentioned here that even the official 
evaluations of the progtamme frequently 
report difficulties on this score. The impres¬ 
sions gathered in the field are that these 
programmes have good spatial spread— 
reaching out to even remote backward 
pockets—and that the programmes do seem 
to figure in the calculations of both the 
employers and the labourers. It is not 
unusual to meet employers complaining 
about non-availability of labourers'for their 
routine operations due to these programmes, 
and, somewhat less frequently hut more 
significant, to encounter labourers in a mood 
of defiance and agitation rare among the 
rural poor.'® However, it is obvious that the 
programme has still to go a long way in 
building up a commanding presence in the 
rural labour market. 

The major weakness of the programme is 
its negligible influence on rural wages. The 
Kale and Hasalkar .study, already noted 
above, flnds that the prevailing wages fell 
below the levels specified by the Minimum 
Wages Act. A recent .study of Rural Landless 
Employment Guarantee Programme notes 
that the wage rates of the programme were 
in some areas below even the prevailing rates 
rendering the programmes unattractive to 
labourers." It is difficult to resist the feel¬ 
ing that the programme lacks a coherent 
policy towards wages based on a careful 
analysis'of the situations in which the rural 
labourers live and work. Provision of some 
supplementary employment to them during 
the slack sea.son would be no more than a 
hesitant first step in bringing about a lasting 
change in their status and living conditions. 

The employment programmes are an im¬ 
portant point of contact between the 
development personnel and a sub-group of 
poor belonging to the lowest stratum in the 
rural society. A study of the village-level 
development personnel shows that most of 
them Mong to the middle and upper groups 
and are located in large-size villages.'^ The 
study observes that “the task of building up 
and developing rural development personnel 
is still in the early stages... what we have 
achieved so far amounts to no more than 


assembling a rudimentary structure in the 
field which needs to be con.siderably expan¬ 
ded and strengthened”. Not surprisingly, it 
would be difficult in the rural setting to 
achieve a close rapport between the person¬ 
nel and the poor. This comes out strikingly 
in the researches done in Karnataka. The 
Kale and Hasalkar study finds that “the 
workers generally preferred to work under 
a contractor than under government depart¬ 
ments!' The lack of rapport and the resulting - 
indifference on the part of the personnel 
towards the poor could, in our opinion be 
the major reason behind the instances of 
negligent planning and delays and in¬ 
adequacies in implementation which are 
numerous and common enough to get 
recorded even in official evaluations of the - 
programme. 

The policy-cum-implementation deficien¬ 
cies of the programme noted above are, at 
Icasjt in principle, remediable. But this is not 
true of the systemic constraints impeding the 
programme. It was mentioned at the very 
outset in Section I above that the inter¬ 
ventionist strategy originates from the 
policy-maker’s inability to overcome the 
constraints inherent in the Indian society on 
growth and on structural reforms. Ihc 
manifestation of these constraints in the 
employment programmes occurs in the form 
of difficulties faced by the programme in 
identifying unutili.sed or underutilised local 
resources with good growth-potential and 
capable of being diverted to the poor. Given 
Ihc inarkeiisation processes enabling the rich 
and the powerful to acquire—even corner— 
the high-valued resources, the employment 
programmes find it necessary to search 
among ’resources at the maigin’, left aside 
by the inarketisation processes owing to their 
meagre economic potential.'* It should, 
iiowever, be mentioned that the improve¬ 
ments in rural infrastructures through 
employment programmes should provide 
enough room for expansion of these pro¬ 
grammes over the next few decades. This is 
true even of road building, the much- 
maligned activity dear to the critics of 
employment programmes.'* ft would, 
therefore, be appropriate to conclude this 
section on a note emphasising the large 
potential of the programme still remaining 
untapped. Table 1 presents a suggestive clue 
provided by a recent field-study done in 
ISEC."* 

Ill 

Iwchnology Extension sund Credit 

This section looks at the interventions to 
reach technology, extension and credit to the 
land-based rural poor consisting of small 
and marginal farmers in Karnataka. The 
setting is rather forbidding as indicated by 
the following description: “[development of] 
agriculture is severely limited by the arid 
character of much of the states where large 
northern and southern tracts have sparse and 
vari^lc rainfall... there are areas where 
marginal subsistence farming of jowar or 
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ragi is the mainstay, minerals are scarce and 
industry on any modern scale is unknown 
.. since the state has neither a major wheat 
crop nor a large dependence on intensive rice 
farming its farm product mixture was not 
tcrcibly suited to absorb the new (green 
revolution) technology... with much of its 
land committed to jowar, bajra, ragi and 
other arid land agricultures, Karnataka 
must await the emergence of dry farming 
methods”.'’ 

Given this setting, it is necessary to begin 
by asking whether the interventions have 
generated technologies appropriate to the 
character of the agriculture in the state. 
Karnataka has an impressive institutional 
structure for agricultural research in its two 
universities of agricultural .sciences with their 
headquarters in Banglorc and Uharwad. 
Both the aggregative data and the field 
studies provide ^idence of impact on yields 
of the new technologies being generated by 
the USA for dry-land agriculture. A study 
based on the published data on yields shows 
that “the growth rates of crop yields in the 
recent decades have been higher in Karnataka 
than in the country as a whole. Particularly 
notewoithy are the gtowth rates of yields of 
millets and pulses—typical of crops by¬ 
passed by the green revolution... the resear¬ 
ches in dry-land agriculture carried out by 
the University of Agricultural Sciences and 
the extension efforts of the state Directorate 
of Agriculture appear to be the favourable 
factors to crop yields;’"* The appraisals of 
dry-land technologies at the farm level point 
in the same direction. A particular mention 
may be made here of two dissertations one 
bringing out the economic impact of the 
technological changes in ragi in the Mvuthern 
part of Karnataka and the second analysing 
the increased productivity of land and other 
inputs resulting from the adoption of dry¬ 
land technologies and practices in a taluka 
in Banglore district covered by the integrated 
Dry land Agricultural Development Project 
(IDtAD).'" 

While we have no data on the extent of 
adoption of dry-land technologies by the 
poor farmers, there arc a number of field- 
researches indicating the spread of these 
technologies among the lower-size group 
farms. An illustrative sample of the pro¬ 
grammes and areas covered in these studies 
is listed below; 

(i) IDLAD in Bangalore district (see 
note 19) 

(ii) IDl.AD in Bcllary district (MSc disser¬ 
tation of N Basavaraj, UAS, Bangalore, 
1980) 

(ill) Small Ragi Cultivators in a SFDA 
Project Area (MSc dissertation of B N 

IaBII I; PtR CtNT BIIOW Povi-Riv I IN|. 
.SMONCj LxNIHISS 1 ABOl'K Hol.SlKUI US 


(i) Before RLEGP 75 

(ii) After ftl.EOP 57 

(ill) if RLEGP gives full employmentJO 

(iv) If, in addition, wage rate 

raised to R.s 10 per day 13 


Mahadeva Swamy, UAS. Dharwad, 
1978). 

(iv) Small and Marginal farmers m Lab-to- 
land programme Areas in Dharwad and 
Belgaum districts (MSc dissertation of 
C S Torgal, UAS, Bangalore, 1983). 

(v) Small farmers in three water shed areas 
in Bijapur district covered by the 
Drought-Prone Area Programme (MSc 
dissertation of S V Badachikar. UAS, 
Bangalore, 1979). 

(vi) Small Farmers in the Drought-Prime 
Iblukas of Dharwad District (MSc dis 
sertation of V N Kulkarni. U.\S, 
Bangalore, 1981). 

However, these and other field studies show 
consistently that the extent of adoption and 
the extent of benefits derived from the new 
technologies are higher in the case of the 
large farmers. It would also seem that there 
is a holding size, which cannot be precisely 
pinpointed, below which the farmers, mostly 
marginal farmers, are unlikely to become 
viable through the adoption of dry-land 
technologies. It would be recalled that this 
was also true of the green-revolution 
areas.’*’ Thus, the technological change in 
agriculture is a factor intensifying the degree 
of differentiation among the farracis by in¬ 
creasing the economic distances among the 
three categories; (a) those making substan¬ 
tial gains, (b) those becoming viable but not 
affluent, and (c) those remaining non-viable. 
This has interesting implications for the rural 
stratification and class struaure. The 
emergence of a numerically large viable but 
non-affluent group of farmers has the effect 
of broadening the middle stratum in the 
rural society and weakening the prc«.esscs of 
polarisation. On the other hand, the viable 
farmers are likely to find many areas of com¬ 
mon interest with the huge farmers while the 
non-viable are prone to find their economic 
status drifting down to the levels of landless 
labourers. It is necessary to keep in mind the 
likely different responses of the two groups 
of poor to these differential changes in their 
conditions as a result of the new technologies. 

A major factor helping the large farmers 
to outpace others in making technological 
gains is their superior land-cum-asset posi¬ 
tion. The advantage conferred by this 
superior position is reinforced by the cor¬ 
relates of .stronger willingness and capacity 
to bear risks. Radical redistributive land 
reforms would |o a long way in eliminating 
the differential gains of the large fartiieis 
without sacrillcing growth through techno¬ 
logical change. But, by now, the near 
impossibility of radical reforms in a wide 
spectrum of developing economies is a well 
documented theme” 

However, the interventionist strategy 
would still And it useful to take note of the 
interaction between the farmer-—specific at¬ 
tributes on one hand and the attitudes and 
orientation of devHopment agencies on the 
other leading to pronounced and persistent 
biases in favour of the latgw farmers in 
research, extension and credit. The process 


operatc.s through the lolloping sequence of 
steps. First, reseanh liHiking for quick break¬ 
throughs in prt>duciion. generates techno¬ 
logies depending on liberal use of scaree and 
costly inputs This is a familiar feature of 
the irrigation-based technologies. Apparent¬ 
ly, the dry-land technologies are also to an 
extent influenced by the same re.search- 
orientaiion.’’ Second, the target-haunted 
extension agencies find it ea.sy to work with 
the large farmer who, in addition to having 
the ability and willingness to adopt the 
technologies, has the commnd over the cri¬ 
tical input of land and. through land, on the 
potential additions to production through 
the new technologies.’’ The link between 
the large faimei and the extension personnel 
IS also helped by the proximity of the two 
groups in the lural caste-cum-economic 
hierarchy noted in the preceding section 
Third, and obviously, once research and ex¬ 
tension find it convenient to establish a close 
rapport with the large farmer, it is inevitable 
that the cTcdit agencies follow the lead given 
by research and extension.” -Vnother factor 
reinforcing the bias of credit in favoui of the 
large farmer is his hold over cooperatives 
and his better accessibility and acceptability 
to commercial banks. Ironically this sequence 
of research-extension-credit sustained bv the 
state infrastructures, personnel investments 
and expenditure is also trequently liberally 
supported by open and implicit subsidies 
paid, in el feet, to the large farmer” 

It might appear that the bias in lasuur of 
the large farmer is ihc price necessary to pay 
for a.rowth and development in agriculture. 
This is not so. There arc strong empirical 
grounds to believe that the small holders use 
ihcir scarce inputs like land with greater care 
and skills than the large farmer. In fact, the 
evidences favouring this proposition occur 
regulaily and consistently enough to support 
the theory that the small farmers perform 
belter than the large farmers on the criterion 
of allocative efficiency. The .studies on 
allocative efficiency on faims done in Karna¬ 
taka arc seen to be consistent with this 
theory.’'' It is indeed true that the small 
farmer would find himself severly handicap¬ 
ped when technological changes occur at a 
fast pace and need new knowledge, skills and 
inputs tor their adoption. The small farmer 
is likely to be slow and wary in responding 
to such changes making him a partial and 
late adopter of the new technologies.’’ But 
these responses would decidedly change for 
the bciiei if the small farmer gets in time 
dependiable guidance, encouragement and 
help. Hence, the prevailing bias of the 
rescarch-cxtciisioii-ctedit .svsiein in favour of 
the large farmei needs to be regarded as a 
weakne.ss of ihe interventionist strategy aris¬ 
ing either from its indifference tow’ards the 
poor and/or trom us ignorance of their 
potentialities as producers.” 

Looking ahead for the next some decades, 
there are two major technological oppor¬ 
tunities for growth in Karnataka agriculture. 
First, there is scope to increase the cxiciH of 
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irrigaiion in the state rrom the present 20 
per cent of cultivated area to between 40 per 
cent and 45 per cent resulting in more than 
doubling of the irrigated area. Second, the 
process of spread of new technologies in 
agriculture has just begun and it is reason¬ 
able to hope that the process will gather 
inomcntum over the coming decades. An 
exercise done in ISfiC shows that with strong 
policy support the production of foodgrains 
could be pushed up from the present 
(1981-82) level of 7 million tonnes to a figure 
between 13 to .IS million tonnes in 2001.^* 
This indicates substantial scope to the inter¬ 
ventionist strategy to focus the attention on 
the small and marginal farmers to correct 
for the past bias against them, to bring down 
the subsidies going to the large farmer and 
to improve the farm-level efficiency of use 
o*' criiical inputs like land, irrigation water 
and fertilisers. Thus, the strategy has the 
opportunity in the agricultural sector to 
combine the llnee major objectives of 
development—growth, efficiency and 
poverty removal. However, it need*- to be 
remembered that the process of agricultural 
development is likely to by-pass the holdings 
below a certain si/e. It would also seem that 
the growth in dry-land agriculture may not 
have a si/cabic impact on the demand for 
wage labour in view of the existence of 
unemployed family labour in these areas.^'' 
1'hc marginal farmers and labourers would 
need for their long-term viability assets and 
skills for non-agricultural activities. Inter¬ 
vention for providing these is considered in 
the next section. 

IV 

Asaets and Skills 

The rural non-agricultural activities form 
a mixed group on the criteria of economic 
prospects and accessibility to the poor. Also, 
both these characteristics get affected over 
time, usually adversely, owing to growing 
urbanisation and increasing influence of the 
larger organised economy on the rural com¬ 
munities and their economic activities. 
While the rural elite find it easy to move 
along and adjust to these trends making 
large gains in the proces.s, the rual poor are 
often forced to fall back on land in the face 
of steady erosion of the economic base and 
viability of their traditional occupations. 
The effect is somewhat less on the land- 
linked animal husbandry activities like dairy¬ 
ing but quite marked—often fatal—on a 
wide range of village industries and services. 
The policy-makers’ interventions to give 
assets and skills to the rural poor need to 
be examined keepinj; in mind this context. 

Rural Karnataka provides many clues to 
the weak status of rural non-agricultural 
activities. The clues standing out con¬ 
spicuously in the researches consulted by us 
are listed below: 

(a) Over the period 1961-71, total employ¬ 
ment in the secondary sector increased ^ 
9 per cent but 9S per cent of this increase 


occurred in the urban areas. While employ¬ 
ment in non-household industries went up 
by 42 per cent, that in rural-based household 
industries decreased by 17 per cent; in 
absolute terms, the latter exceeded the 
former by a wide margin. The spatial 
distribution of the manufacturing employ¬ 
ment is markedly uneven suggesting “very 
low potential of a majoiity of districts in 
providing non-agricultural manufacturing 
employment”.^' 

(b) Paradoxically, neither the presence of 
irrigation nor its absence seem to have a 
positive influence on rural diversification. 
Both these situations indicate tow extent of 
rural industries.'^ 

(c) The Rural Industries thriving in the 
past are now on decline. Examples occur¬ 
ring in the researches inventoried by us 
are (i) wooden toy and Lacquer ware, 
(ii) Bidriware, and (iii) Handloom industry. 
The decline is attributed not so much to 
weak production skills as to deficiencies in 
entrepreneurship and business skills, in¬ 
ability tb face competition from urban 
products, lack of modernisation and 
dependence on middlemen. ^ 

(d) Low agricultural incomes give rise to 
what may be called ‘forced* diversification 
and, where rural industries are vigorous, the 
poor gain mainly as labourers.’* 

SigniHcantly, the interventions for assets 
and skills in the form of IRDP and 1RYSEM 
programmes acquired a substantial presence 
in the rural areas only towards the end of 
the Seventies. Apparently, these interventions 
were designed to add a new and powerful 
thrust to the policies for poverty removal 
which they lacked during the earlier phases 
of employment generation and green revolu¬ 
tion since about the mid-sixties, A less 
charitable interpretation would be that the 
policy-maker discovered IRDP when looking 
for options softer than the difficult organisa¬ 
tional and implementation tasks involved in 
making a« adequate impact on the economic 
conditions of pobr through the agricultural 
and employment programmes. 

The less charitable interpretation seems 
plausible in the light of the approach used 
by IRDP to achieve its objectives. IRDP is 
a gigantic arithm^ic operation to cover every 
year a specified number of poor dispersed 
all over the country. A fresh batch of villages 
are selected every year in each block to reach 
the target number of boieficiaries laid down 
for the block for the plan period of five 
years. Researchers often find it difficult to 
relate the IRDP targets to the medium-term 
and perspective sectoral plans and strategies 
at the level of larger are^ units like-regions 
or to the concurrent operational program¬ 
mes for providing the forward and backward 
linkages essential for the viability of the 
schemes pnnnoted by IRDP.’’ It is difficult 
to avoid the unpression that IRDP uses an 
approach more appropriate for distributing 
doles than for promoting ruta) diversifica¬ 
tion. The programme is ^so based on the 
wishfiil premise that adequate opportunities 


can be generated for the rural poor If only 
the policy-maker tries hard enough to locate 
unutilised or underutilised resources in rural 
areas. The IRDP policy hardly seems to take 
note of factors tehind the weak status of 
rural non-agricultural activities noted at the 
beginning of this section and of the lack of 
success in several policies and programmes 
pursued so far to correct these factors. 

There is a rapidly growing literature on 
IRDP evaluation with much of it focused 
on leakages and other deficiencies in imple¬ 
mentation. There are also numerous official 
evaluations complaining of lack of planning, 
co-ordination and ineffective implementa¬ 
tion.’* This is hardly surprising given the 
IRDP approach described above. It can be 
reasonably expected that the implementation 
of the progrenime as such would improve 
over the coming years through the feedback 
received in the field. What is more important 
to know is the kind of impact IRDP is 
having on the rural poor. The Karnataka 
experience appears to he that the programme 
is having some impact on the rural poor 
having land but much less on the landless 
poor. In 1985-86, ISEC participated-in the 
Concurrent Evaluation of IRDP and was 
assigned the fieldwork in 10 out of 19 
districts in Karnataka. The paper based on 
this extensive material has recently been 
published.’’ The key findings of the study 
are summarised below; 

(a) While the non-poor formed only 
about 5 per cent of IRDP beneficiaries, the 
programme could not be focused entirely on 
the poorest among the poor. Our data 
showed that about half of the beneficiaries 
were the landless poor and the test had some 
land. 

(b) About 70 per cent of beneficiaries 
received land-linked schemes. Petty trade 
accounted for over 60 per cent of beneficia¬ 
ries receiving non-land-iinked schemes. 

(c) Only 10 per cent of benenciaries 
received schemes in the area of village in¬ 
dustries and services. All of them, csicqMing 
two, had the activity as their traditional 
occupation. Obviously, IRDP is unable to 
help the landless to take up these activities. 

(d) A half of our sample consisted of 
beneficiaries who had received IRDP assis¬ 
tance more than two years prior to the 
interview. Over 70 per cent of them were 
continuing with the scheme, nearly a half 
had crossed the poverty-line and the income 
added by IRDP scheme formed 60 per cent 
of pre-IRDP income. The proportion of 
beneficiaries crossing the poverty-line was 
the least among those taking up village 
industries and services. 

Thus, IRDP does seem to help the poor, 
with land to become viable by taking up a 
supplementary occupation on land. But, its. 
capacity to hdp the landless or to promote 
rural diversification appears to be too 
modest to make IRDP a credible intorven- 
tion to achieve these objectives. This is also 
true of programmes like TRYSEM and Dif¬ 
ferential Rate of Interest (DRI) Schemes. 
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The achievement of these schemes in 
generating durable assets and occupations 
outside land is hardly impressive.’*' Wiiak 
technical guidance and extension efforts arc 
mentioned as the proximate causes for the 
failures.''** While this is true, our feeling is 
that there are deeper causes not remedi¬ 
able only through gotxl guidance and 
extension. 

IRDP marks the beginning of a new phase 
of rapidly expanding interventions for the 
rural poor which, directly or indirectly, is 
likely to initiate a number of socio-political 
changes. The precise significance of these 
changes is difficult to judge but it seems 
plausible that there would be growing uppor- 
tunifies and incentives for the rural pour lo 
mobilise themselves again.st the elite and to 
put pressure on both politicians and ad¬ 
ministrators professing to serve them. The 
elite, on their part, would find that in the 
changing conditions capacity to bring 
development schemes- particularls of the 
populist variety—is crucial for retaining their 
status and leadership. The) arc also likely 
to see the compelling need for them to 
become more outward-oriented in their 
economic activities and political contacts 
and to nurture dependable vote-banks 
among the poor. The intcrveniisms— 
particularly the thrusts for de centralisation 
through Panchayaii Raj institutions—would 
have the effect of opening up the interactions 
among the village groups to participation 
and mediation by senior administrators unci 
politicians from outside. All these changes 
would occur in the context of substantially 
more development funds and resources 
reaching the village as compared to the past 
decades. It is to be expected that, as a con¬ 
sequence; the traditional economic and caste 
hierarchies in the village would come under 
pressure, new and flexible patron-client links 
would emerge and there would be a sharp 
rise in the demands of the rural people on 
the governments at the state and the central 
level for more power, gain and relief. 

Such scenarios arc not of much help in 
projecting the likely achievements of IRDP 
over the coming decades. There are too many 
unknowns and complexities and the past 
trends arc too weak to provide a basis for 
looking ahead. Interestingly, there appears 
to be a stalemate among researchers analys¬ 
ing the processes of employment generation 
in the Indian rural economy. While evalua¬ 
tions of IRDP come up with recommenda¬ 
tions carrying as little credibility as the 
IRDP achievements claimed by the official 
documents, the international agencies are 
trying with all their ingenuity to rediscover 
employment potential in agriculture not 
suspected before It is amusing to see the 
sophisticated analysts of these organisations 
joining the company of the rural pooor in 
falling back on land! It is yet to be seen 
whether the former fare better than the latter 
in the elusive search for employment from 
an already over-worked resource base. 


V 

Frogrammrfi 

The welfare programmes play two dif¬ 
ferent but equally important roles in removal 
of poverty. ITt'.t, they try to provide at sub¬ 
sidised cost or tree a wide range of amenities 
and services which the poor would not be 
able to acquire for a long time given their 
low and slow-growing incomes. This is the 
role of compensating for the inadequate 
thrust of grow'th-cum-rcdistribution policies 
in raising the incomes of the poor. The 
.second role is that of helping the poor to 
invest in themselves—health, nutrition, 
education, etc—to improve the attributes 
important lot participation in development 
processes such as orientation, receptivity, 
absorption capacity and ability to take 
initiatives. This is the role complementary 
to the core policies for exapanding and 
strengthening tlie economy. 

In terms of the spatial spread and visibility 
in the Held, the welfare programmes have 
grown con.sidetably in the last about two 
decades. Particularly evident in the Karnataka 
villages arc the new Janata houses and the 
drinking-water wells. There arc also the im¬ 
pressive statistics of increases in roads, 
sclusols, health centres, etc. Analysis of these 
and other published .statistics do provide 
indications of use and impact of the welfare 
programmes on the quality of life.'"' 

As regards the first role of the welfaic pro¬ 
grammes mentioned above, it is ncccss.uy 
to emphasise the need for continuing high 
priority for the compensatory measures to 
help the poor. Significant improvements in 
the levels of living have yet to take place and 
the trend in absolute poverty is still to show 
a turn downwards."*' Rural pockets with 
extreme poverty and areas with marked defi¬ 
ciencies in rural amenities and services con¬ 
tinue to exist pointing out the gaps in the 
reach of the welfare programmes.'*’ .Slums 
exist in large cities like Mysore lacking even 
primary schools.^’ Inter-district variations 
in the literacy rates arc wide—from S4 per 
cent in Dakshina Kannada distrief to the 
very low 2S per cent in Raichur district.""*. 

A particular attempt needs to be made to 
teach the amenities to the disadvantaged 
groups tending to lag behind. The school 
dropout and wastage rates are reported as 
being high in the very groups with low enrol¬ 
ment and, consequently, the literacy rates 
among the sections like scheduled castes trail 
behind the rates among the general popula¬ 
tion; for example, the rural disparities 
between the two (1981 census) were 24 per 
cent and 42 per cent in the case of males and 
7 per cent and 20 per cent in the case of 
females and the corresponding urban 
disparities also remained substantial.^’ The 
same study also brings out the lower acces¬ 
sibility of the tribais, as compared to the 
non-tribals, to basic amenities like drinking 
water, education and electricity. The subtle 
indifference towards the poor can be 


observed even in the programmes specifically 
intended for them like public distribution o( 
foodgrains which focuses more on urban 
consumers and superior cereals.*'" It is also 
seen that the non-targct-group figures more 
prominently than the target group in the 
organisations deliberately set up for the 
latter."*^ A psycho-social study of the rural 
dis-advantaged clearly brings out the 
widespread feeling of deprivation among the 
group with re.spect to shdter, health caie and 
school facilities for children."** 

Improvements in the field-level staff seem 
to be an important requirement to make the 
welfare programmes more effective. The 
staff should he assigned larger participatory 
role in the planning of programmes and 
helped to exercise more initiative in imple¬ 
mentation and establish better rapport with 
the target groups.*** Inadequacy of field- 
staff and irregularity of salary payments to 
them by the Paiichayats are reported to be 
resulting in poor maintenance of facilities 
tike borewells.’'* It should, however, be men¬ 
tioned that there has been good response to 
innovative efforts to improve the effec¬ 
tiveness of the field-staff like the Village 
Health Ciiiidc Scheme implemented in .small 
and interior villages.’' 

Careful inointoring of implementation of 
the welfare programmes is another dimen¬ 
sion calling tor priority attention. A field- 
study finds that the number of persons 
catered to by a borewell is 270 against 
the specified norm of 150 persons per 
borewell.’' Lack of monitoring also leads 
to infruciiious use of funds compounding 
the difficulties faced by the welfare program¬ 
mes in getting adequate funds at the stage 
of plan alltKatiuns. It is noticed, for ex¬ 
ample, that the districtwise educational 
expenditure incurred in the V Plan has poor 
correlation with the enrolment levels which 
remained stagnant.” 

Given these weaknesses and gaps in the 
compensatory role of the welfare program¬ 
mes, it is only to be expected that their 
capacity to complement the core policies 
would be even more limited. It needs to be 
remembered that the complementary role 
can become effective only when the poor 
move sufficiently beyond the subsi.stence 
level to appreciate the importance and ad¬ 
vantage of investing ^ themselves. Listed 
below are .some telling indicators from the 
areas of education and health of the 
weakness of the complementary role of the 
welfare programmes. The indicators include 
those reflecting the attributes of poor as well 
as thase showing the hostile socio-economic 
environment in which the poor live. 

A collaborative project of National Insti¬ 
tute of Educational Planning and Admini¬ 
stration and Institute for Social and 
Economic Change provides the significant 
insight that the poor face a barrier in acquir¬ 
ing substantive education in the form of 
“economic constraints of this lower strata 
which prevent the efficient utilisation of any 


2414 


Economic and Political Vfeekly Special Number November 1988 



additional schooling years. .. the major 
conclusion is that education alone is not 
enough to equalise opportunities or lift the 
weaker sections to the level of the higher 
groups. What is needed is .. a new set up of 
asss'ts that attract foiccs of dcsclopment. 
The rural economy, as at present developed, 
is not able to give productive opportunities 
to higher levels of education;’''* The study 
also finds that the schooling received by the 
poor is neither attuned to skill formation nor 
docs it motivate the poor in adopting 
improvements in the crucial dimensions of 
quality of life like fertility, nutiition and 
housing. 

l«t us enumerate some further findings 
corroborating these insights. The awareness 
about the importance of education in the 
villages is higher among “cash-earners” like 
salaried workers and entrepreneurs than 
among “traditionalists” like cultivators, 
agricultural labourers and people pursuing 
caste-occupation.s.’’ This study also shows 
that right from the beginning of formal 
.schooling there is a bias against the lower 
socio-economic strata disregarding differen¬ 
tial abilities and that at the secondary and 
tertiary level the demand for education 
depends on (he extent of ownership of 
irrigated land. Hence, the educational 
achievers are primarily from the upper- 
income group. The study concludes that 
while must villagers, rich and poor alike, 
perceive formal education as a channel for 
socio-economic mobility, the educational 
system has the effect of perpetuating and 
reinforcing the existing social order. But this 
happens more through economic rather than 
caste factors. A great majority of drop-outs 
are the first generation learners from 
illiterate families leaving school in the very 
first year of the primary stage and doing 
either household chores or extremely low- 
paid work fetching an earning of less than 
one rupee per day.^ Less than S per cent of 
drop-outs kHive school because of failure; the 
rest just leave schools.’^ Incentive schemes 
like mid-day meal, attendance scholarship, 
free supfdy of uniforms and books help 
enrolnimt and attendance but are not able 
to arrest stagnation and eventual dropping 
out.^* Rural training programmes suffer 
from the handicap of lack of integration 
with the facilities to put the training to use 
like provision of inputs and assistance in 
marketing.” Adult education programmes 
encounier the'problems of poor invtdvement 
of the k>cal communities, poor attendance 
and lack of motivation and interest.” 

It is also necessary to point out that the 
schools suffer from several deficiendes in 
serving the poor. Majority of schools are 
single-teacher schools with the teacher 
residing outside the village.*' A non- 
■esidem teacher tends to be irregular and has 
low interaction with the villagers and in- 
adwiMatf sensitivity to their educational 
needs.” Beyond the primary stage; the 
accessibility to school in terms of location 
dminiihes drastically.*’ Secondary schools 
in rural areas have lower status than those 


in urban places in terms of both total etfi- 
cicncy and its components.**' The teacher¬ 
training institutions receive little aid and, 
henc^ spend meagre amounts on library and 
teaching materials.'’* 

Coniparod to education, the indicators 
which wc have from the area of health are 
few in number but they point in the same 
direction. Thus, while the habit of going to 
the government dispensaries when sick is 
quite common among the poor, they are 
much less enthusiastic about programmes 
with long-term enduring benefits. For 
example, active participation by the p<H>r in 
schemes like integrated Child I5cveloptiicnt 
Service is reported to be meagre.'’* It has 
also been observed that even simple and 
costless procedures like getting the children 
immunised which could protect them against 
major future crises and costs do not find 
ready acceptance among the poor.*’ Equal¬ 
ly revealing are the consistent findings in the 
field that the poor arc more easily persuaded 
to adopt the lerminal methods of family 
planning than the non-terminal methods.** 
It would be realised that the non terminal 
methods arc more effective in helping plan¬ 
ning of number and spacing of children but 
call for more foresight and .sophistication on 
the part of the user and need more frequent 
contacts between him/her and the agency 
giving guidance and aids. Not surprisingly, 
the agencies themselves help the process by 
concentrating their attention and efiorts on 
the terminal methods.” It is easy to see 
that such altitudes would conic in the way 
of building up adequate and stable rapport 
between the agencies and the poor. 

VI 

Change through Interventions: 

Towards an Appraisal System 

The interventionist strategy arises from a 
curious amalgam of the contrasting sets of 
attitudes and approaches to the poor. The 
first is a genuine concern for the perar on 
the part of the government and the society 
leading to interventions marked by a scale 
and range unmatched in the past when the 
interventions might have rarely gone beyond 
the paternalistic aids of charity during 
perit^s of widespread distress. It would also 
seem valid to say that the processes impelling 
the interventions now tend to gain in their 
thrust along with the growing political acti¬ 
vity and articulation among the poor— 
again, possibly, a feature departing from the 
past. The second—and contrasting—group 
of attitudes originates from the policy¬ 
makers’ fear of getting too dose fo tiK poor 
and of allowing them to become more vocal 
than what is good for the peace and stability 
in the system presided over by tte policy¬ 
maker. Hence, he operates throu^ a chain 
of intcmiediatc functionaries conditioned to 
keep a safe measure of distance between 
themselves and the poor, is careful not to 
give away to the poor too niuch and too 
quickly and has the foresight to keep in 


readiness many instruments of suppression. 

These contrasting attitudes make for a 
confusing context of policies as could be 
seen from the descriptions of the principal 
dimensions of the interventionist strategy 
given in the preceding sections of this paper. 
In this context, it is not meaningfi^l to look 
for an unequivocal assessment of (he 
strategy as being either a success or a failure. 
Inevitably, the assessment has to take note 
of both the strong and the weak points of 
its impact on the poor as well as of the con¬ 
sequential induced changes in the system. A 
poor ceases to be poor when he becomes 
economically v lable and participates in the 
activities of th« economy without any 
handicap or need for continuing support 
from the government. 1 he help that he needs 
in moving towards this slate f'om his.present 
conditions can, for consenicnce be regarded 
as basing four successive phases—lelief 
during distress, stable support, opportunities 
for becoming viable and association with 
participatory institutions helping integration 
of poor with the larger society. It is reason¬ 
able to assume that most of the poor are 
currently in the first two phases with some 
on the threshold of the third phase. 

An appraisal of the interventionist 
strategy needs indicators of movement of the 
poor through the first two phases and of 
iheit readiness to enter the third. The pur¬ 
pose of this brief section is to suggest that 
some simple indicators of change could be 
of help in the appraisal of the strategy. 

Consider, for example, the sixteen indi¬ 
cators shown in Table 2.'* These have been 
grouped into six categories reflecting the im¬ 
portant dimensions of change. The indica¬ 
tors are based on the count of households— 
and not on averages of quantitative at¬ 
tributes—to make them more sensitive to the 
spread of change over the rural households. 
It would be ncted that improvement is 
indicated by all of them with the sole and 
puzzling exception of the sick going to 
modern doctors. Such a wide range of 
changes would be quite unusual in rural 
areas in the absence of a strong and per¬ 
vasive developmental force. It is difficult to 
think of^a force capable of bringing about 
such changes other than the large and 
numerous interventions by the government 
programmes. If this is accepted, the varia¬ 
tions in levels and change across the indi¬ 
cators could plausibly be interpreted as the 
differential progress achieved by the inter¬ 
ventionist strategy along the major develop¬ 
mental dimensions. It is not our intention 
to draw any substantive conclusions from 
Table 2. However, the reader would notice 
that the table gives many dues regarding the 
dimensions along which change is easy and 
already substantia] as contrasted with 
dimensions of change which are slower and, 
hence, likely to take a long time before they 
cover a sizeable p:irt of the rural population. 
It is worth noting that the latter group 
includes dimensions like nutrition, educa¬ 
tion, partidpation in institutions and access 
to information which are crucial for the 
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viability of the poor and their integration 
with the larger society: 

It may be mentioned here that some exer¬ 
cises have been done in ISEC to compare the 
levels of these indicators at a given time over 
different types of villages and rural groups.'* 
The results suggest that the indicators have 
a promising potential for monitoring the 
impact of the interventionist strategy if the 
change in the indicators over time is obser¬ 
ved across a carefully designed typology of 
villages and rural groups. In fact, they would 
permit a meaningful analysis of the larger 
theme of dynamics of rural development and 
its benefits for the poor. It is our experience 
that the growing mass of programme-wise 
statistics, taken by itself, is quite inadequate 
for undertaking such analysis. The typology 
of villages and rural groups would also make 
it possible to link the analysis based on indi¬ 
cators with in-depth micro-level studies of 
the changes occurring in the structure and 
relationships of the village communities. 

VII 

Priority Thfines for Policy 
Rcacarch 

As should be evident from the preceding 
sections, the perspective on poverty guiding 
the recent interventions for the poor remains 
pre-occupied, almost exclusively, with their 
need tor immediate relief and assistance. 
This perspective has the built-in tendency to 
take the myopic view of equating removal 
of poverty with reaching a specified quan¬ 
tum of assistance to individuals and houe- 
holds identified as poor. Consequently, the 
measures to solve the problem of poverty 
proceed along the lines of defining uniform 
norms of assistance and organising the 
disbursement of assistance among the poor. 
When poverty is seen to persist despite these 


measure^ the fact is attributed to in¬ 
adequacy of resources with the government 
and a host of implementaiional difficulties 
and statistics are marshalled to claim that 
slow but steady progress is being made in 
eliminating poverty. 

This perspective can only lead to interven¬ 
tions ba.sed on wishful assumpiiuns and 
.evaluations. It is our feeling that making a 
frank and objective assessment of the stark 
setting in winch the intei ventions h.a%e to 
operate will help them, in the long run. to 
be moie effective than they h;:ve been so far. 
For this purpose, the mterveniiuns need a 
well-planned programme of policy resear¬ 
ches taking a longer and broader view than 
what the programme evaluations are doing 
now. In the light of our reading of Kaina- 
taka’s experience, we list below some themes 
for policy research which it would be parti¬ 
cularly relevant and fruitful to pursue. 

(A) POTORTV-OENtRATING StRI'CIUKES ANO 
FoRtrs IN Till; Macro Svsifm 

A detailed understanding of the sources 
of poverty-generation in the Indian economy 
is essential for formulating a realistic anii- 
poverty strategy and for focusing its pro¬ 
grammes on meaningful intermediate goals, 
ft is already known in broad and general 
terms that the Indian economy consists of 
a few elite groups at the top dominating the 
growth processes and bending them for their 
own advantage through their direct and 
indirect influence over core economic 
policies. It is also possible to identify a 
number of intermediate level groups having 
enough clout in the form of political mobi¬ 
lisation to wrest concessions from and to 
reach mutually advantageous arrangements 
and understanding with the elite groups. As 
the economic processes get shaped by the 
goals, priorities and strategies of the elite 


and the intermediate groups, the rest of the 
population gets pushed to the margin with 
their economic base shrinking and with their 
labour and traditional skills becoming 
increasingly irrelevant for the main-stream 
economic activities. It should be the 
endeavour of the anti-poverty strategy to 
pull the.se groups from the margin towards 
the centre. This needs a continual monitor¬ 
ing v'f the marginalisation processes as a 
feedback for designing the ami-poverty 
strategy 1 he present interventionist strategy 
does not even make an attempt to get such 
feedback. As a consequence, the interven¬ 
tions tend to get planned and evaluated in 
terms of the immediate additions to employ¬ 
ment and income of the poor and not in 
terms of the more appropriate criteria reflec¬ 
ting the impact of imerventtons on the 
marginalisation procc$.ses. It is unrealistic to 
plan for a complete reversal of these pro¬ 
cesses in the present context. However, it is 
reasonable to hope that interventions based 
on relevant feedback and criteria would be 
more keen-sighted and effective than the 
present interventions. 

(B) CaISOORISAIION <)l MAKOINAllSeO 
GROUI'S 

It is only to be expected that the large si/e 
and spread of the inargmalised groups would 
make them heterogeneous and, hence, they 
would need different policy measures for 
improvement in their conditions. Is the 
poverty-line income an adequate norm, for 
identifying the marginalised groups? Does 
the classification of population below 
poverty-line by size of income provide mean¬ 
ingful sub-categories of marginalised 
groups? Questions like these need to be 
investigated in depth in building up policy 
models for interventions. While the poverty- 
line income was a useful first .step in measur¬ 
ing poverty in aggregate terms, it is indeed 
strange that for two decades and more the 
researchers have not moved beyond the first 
step to get insights into the life-style, world 
view and socio-economic propensities of the 
marginalised groups. It is by influencing 
these characteristics that the groups can be 
helped to move towards integration writh the 
mainstream. White it is appropriate to 
choo.xe variables like employment, income 
and assets as targets for intervention, the 
monitoring of interventions should not lose 
sight of the links between these target 
variables and the characteristics critical for 
the integration of marginalised groups. 

let us consider two illustrative cases 
which could be taken as the extremities of 
the spectrum of marginalised groups. It is 
reasonable to assume that the most margina¬ 
lised group in the rural area consists of 
landless latourers located precariously at the 
brink of subsistence, depending on uncertain 
employment and wages and «posed to 
exploitation by the rural rich. Their im¬ 
mediate need would be for .supporting 
measures ensuring them a minimum of in¬ 
come and giving them an opportunity U> 


TxDLt 2; lMJi('ATaR.s or Rurai Chanc.e 1977-1982 
(Six Selected Village from a Droughtproiie District in Karnataka) 


Number of Households 

)977 

1982 

Indicators of Production Activities 

(11 Per cent farms having irrigation wells 

13 

24 

(2) Per cent having irrigation pumpsets 

9 

48 

(3) Per cent farms using fertiliser 

21 

48 

(4) Per cent households having livestock enterprises 

29 

38 

Indicators^ of supporting services 

(S) Per cent households receiving co-op loans 

8 

II 

(6) Per cent households receiving Bank loans 

2 

14 

Indicators of Housing Conditions 

(7) Per cent of kuicha houses 

54 

44 

(8) Per cent of house with electricity 

6 

12 

Indicators of Education 

(9) Per cent literatures among adult males 

39 

48 

(10) Per cent literates among adult females 

10 

13 

(II) Per cent school-going among boys (age-group 3 to IS) 

34 

4S 

(12) Per cent school-going among girls (age group S-IS) 

17 

29 

Indicators of Health 

(13) Per cent sick treated by modern doctors 

96 

84 

(14) Per cent households reporting regular consumption of milk 

49 

so 

Indicators of Access to Ipformatton 

(IS) Per cent households having newspaper habit 

1 

3 

(16) Per cent households having radio habit 

6 

17 
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move away from their dependenoe on the 
rural rich. It is implausible that th^ would 
be in a position to make effective use of new 
assets and skills for self-employment unless 
they shed the attitudes and habits bred by 
rhei>’ long ycais of struggle for survival. It 
IS, on the other hand, more likely that their 
growing dependence on supporting measures 
helps them in becoming a pressu:; group 
through political mobilisation as appears to 
have happened in the case of the farmer 
groups benefited by ‘green revolution’. If 
their economic advancement is slow and 
tardy, they may have to rely progressively 
more on gaining strength as the pressure 
group. 

At the other end of the spectrum are the 
groups like small and medium farmers 
having, as compared to the landlc.ss 
labourefs, a better capacity to move along 
the route Of economic advancement and. 
also, substantial opportunities to get entry 
into the intermediate groups. It would be 
legitimate to stipulate that the assistance 
given to these groups meets the criteria of 
adequate returns and efficient use. It would 
he both wasteful and inequitous to give them 
heavily .subsidised soft assistance which is 
aiipropriate in the case of landless labourers. 

The point is that the marginalised groups 
need to be perceived, in the context of the 
laiger system, as pursuing their own goals 
and strategies. The interventions should be 
planned in the light of an adequate under¬ 
standing of these motivations and not to 
impose on the groups the goals and norms 
considered good for them by the poiic7- 
maker. Their intention should be to activate 
the groups without curbing their innate urge 
to improve their conditions through their 
own efforts and preferences. The simplistic 
assumption that an individual or household 
crossing a specified income level ceases to 
be poor could hardly lead to an effective and 
efficient approach to help the marginalised 
groups to move towards integration in the 
larger system. 

(C) Changing Struc'TURE of Vii.lage 
Communities 

A formidable development barrier faced 
by the rural poor is the village environment 
limiting their activities and options. Hierar¬ 
chical internai structure and meagre contacts 
with their neighbours have the effect of 
making the village economies weakly inte¬ 
grated over space and slow in responding to 
economic impulses. These features often 
show up in fidd data in the form of marked 
and pe^stent intra-village and inter-village 
variations in development indicators. 
However, this setting is getting stirred and 
opened up for change owing to growing 
rural-urban contacts and links and increas- 
iitg scale of rural development programmes. 
A major consequence of these processes is 
that the rural groups—including the poor- 
become more mobile and outward-oriented 
perceiving themselves as a part of a world 
larger and far more complex than the village 


society familiar to them. What is relevant 
for us to note is that these changes provide 
opportunities to the policy-matier to use the 
development intervmitions to make the socio¬ 
economic structure of villages less hostile 
and restrictive towards the poor. The rural 
elite could be helped and induced to take up 
new entrepreneurial ventures in (he place of 
their traditional surplus-appropriation acti¬ 
vities. The leadership potential in the newly 
emerging middle stratum could be utilised 
to tone up the grass-roots level institutions 
and to reduce their domination by the rural 
rich. As regards the rural poor, there would 
be a number of opportunities in the develop¬ 
ment programmes to promote cohesiveness 
and capacity for concerted group action 
among them It is necessary to remember 
mat, in ihc long run, the productivity and 
welfare of the poor would depend on such 
improvements in the community environ¬ 
ment in which they function. The individual 
and household assistance programmes 
cannot provide a permanent solution to their 
problems. 

(D; SoMI iMtKSEMION-Sl’FCIIK IsM FS 

The researches on the themes suggested 
abosx* would provide insights helping better 
designing and focusing of the interventions 
considered in this papei. The coininents 
below indicate the aspects which are crucial 
in enhancing the effectiveness of these 
interventions. 

Employment Generation 

This programme is often judged in terms 
of the aggregate mandays of employment 
provided to those seeking work and doubts 
are expressed about the feasibility qf 
substantial expansion of the programme on 
a continuing basis. A more relevant test is 
to see how well the employment schemes are 
integiated with the area development plans 
at the level of mandals and blocks. The 
approach should be to focus the schemes on 
the backward areas with low demand for 
labour leading to weak and poorly organised 
labour market but having substantial scope 
for employment generation in building up 
rural amenities, in improving the land base 
and in bringing under use the presently 
uncultivated lands. The other situation 
where the empioyraent schemes would help 
is in areas where there are well-organised 
labour markets but the wage levels remain 
low because of the weak bargaining power 
of the labourers and collusive practices 
among the employers. What is crucial in this 
situation is not so much the scale of employ¬ 
ment generated as the skill with which the 
timing of schemes and the wi^e rates paid 
are used to influence the structure of the 
labour market. Thus, the employment 
schemes need to be formulated on the basis 
of a careful choice of areas and objectives. 
Except in periods of widespread and acute 
distress, it would be wasteful to use the 
employment schemes as a relief measure in 
all situations. This would inevitably make 
the planning and implementation of 


Khemes inadequate, especially when uni¬ 
form caifcu are fixed and allocations made 
for blocks irrespective of their suitability for 
employment generation as a supporting 
measure for the poor 

Technology and Extension 

/ n issue which deserves high priority in 
research is adequate evaluation of the 
achievements of the Watershed Development 
Programmes in Karnataka. These are of 
relatively recent origin. Researchers and in¬ 
vestigators give favourable assessments 
based on meetings with the officials and 
farmers. The programmes appear to be suc¬ 
cessful in obtaining a substantial increase in 
yields, in evolving a technology within the 
reach of small farmers and in building up 
organisational structures for promoting 
adoption of the package of technology and 
practices It .would seem that the continu¬ 
ing effectivciKss of the programme depends 
on developing farmers' organisations which 
could look after the programme when the 
government withdraws to take up other 
watersheds for development.’* 

■Another area of experimentation in 
Karnataka is the new system of agricultural 
extension. The system relies on increase in 
the number of personnel and close contacts 
between them and selected farmers with the 
latter helping the dissemination of extension 
messages in their locality and transmission 
of tanners’ field experiences to the extension 
personnel. A point of wider interest in this 
experiment is the following Interventions 
for the poor involve interactions among the 
government personnel and the target groups. 
Karnataka's experiment in extension em¬ 
phasises four principal, (a) substantial 
expansipn in the grassroots level personnel, 
(b) generation of developmental inputs keep¬ 
ing in mind the felt needs of and the feed- 
oack from the target groups, (c) carefully 
selected representatives of the urget groups 
serving as points of contact between the 
personnel and the bneficiaries and (d) con¬ 
centration by the personnel on their main 
function—two-wiay transmission in the case 
of extension personnel—instead of on 
routine admini.strative chores: this could be 
an important source of improvements in the 
rapport and effectiveness of the personnel 
over time. It will be realised that these prin¬ 
ciples have relevance in designing most of 
the interventions intended for specific areas 
and groups. 

A pertinent question needing further in¬ 
vestigation is whether the bias in favour of 
large farmers in extension and spread of 
technology is due to their status in the social 
structure or their innate higher efficiency in 
adjusting to dynamic changes. An answer 
to this question would be relevant in judging 
whether this bias (and its consequences like 
the larger share of the large farmers in 
incentives and subsidies) is a factor pro¬ 
moting or hindering deveiopment. The 
broader issue raised by this question is 
whether it is feasible and desirable to focus 
the interventions in the field of technology 
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and extension on the poor in (he hope that 
others can look after themselves. 

Aisets and Sk ills 

As the discussion in Section IV shows, 
we have so lar had little stu-cess in the inter¬ 
ventions to promote luial sectors other than 
agriculture and allied sectors with a view to 
expanding productive economic oppoi- 
tunities available to the poor not having 
access to land or land linked activities. It is 
even doubtful whether we have gathered any 
useful lessons on hovs to improve ihc design¬ 
ing and focusing of these interventions. 
There are .several questions which need 
priority attention and lescarch. Ihcse are; 

(i) Would the model nisalion of traditional 
activities oriented mostly to neighbourhood 
and ItKal markets provide productive oppor¬ 
tunities enough to meet the needs of the 
poor? How to assess the ineomc and 
employment potential of these aefivities and 
determine the comparative advantages of 
small areas tike hUicks? Have these activities 
long-term viability evnsidcrmg the growing 
competition from the urban products which 
arc often better and cheaper? 

(ii) What is (he potential for lural 
industrialisation in leims of activities having 
much wider than local markets like agro 
processing? How to idcntily them? Is the 
macro system hostile to the rural location 
of such industries and, if so. what policies 
might help in providing them a protective 
cover? Should they be promisicd with M;i:h 
protective cover? 

(iit) Are the urban large-scale industries 
doing enough for locating their uncitlary 
units in rural areas? Could the modern 
small-scale industries, located in cities, he 
shifted to rural aieas? 

(ivl Should the policy lor rural industria- 
ILsation adopt the approach of wide dispersal 
or concentration in large villages and semi- 
urban places? 

(v) How to overcome the handicaps of the 
poorest strata like landless labourers in 
taking up self-employed entrepreneurial 
activities? Would group organisations help 
them? 

(vi) Do we have replicable models for rural 
industrialisation benefiting the poor in the 
activities of voluntary organisations? 

As should be evident, these questions indi¬ 
cate large areas remaining poorly charted in 
devising policies for ruial industrialisation. 

Welfare Programmes 

While the policy prononcements on the 
welfare programmes tend to be ambitious, 
the performance continues to be less than 
satisfactory. The performance remains 
preoccupied with numerical targets of 
achievement but still there are shortfalls even 
in the basic needs like provision of drinking 
water. The more serious problem is the 
neglect ol critical dimensions like main¬ 
tenance, regularity of operation and quality 
of service. The economics of costs and 
returns also needs attention. Ironically, many 
of the interventions do not percolate to small 


and distant villages because they lack 
minimal facilities and the officials—and 
even rescaichcrs— find it bothersome to visit 
them. It is important to realise that many 
of the items included in the welfare program¬ 
mes art in the nature of essential overheads 
enabling the development procevses and im¬ 
pulses to percolate widely. Hence, it is a 
misnomer to consider ihem as involving 
non-productive low-priority investments. A 
proper evaluation of the developmental rs>lc 
of the welfare piogrammes may lead to a 
belter appreciation of the need tt> accord 
much higher priority for them than done so 
far. It may be mentioned here that com¬ 
prehensive and detailed analyses of the .social 
service sectors like health, education, nutri¬ 
tion, social scviiiity are available in the com¬ 
panion studies of (his paper.'’ It is un¬ 
necessary to go into their ds'tails here. 

Mil 

iaing-T«‘riii IVrspertiv** anti 
Strategy .Suggesttul by Karnataka's 
K.\peri«*no«* 

The main point of this paper is that the 
iniei ventions for the pooi by the goveinmeiii 
need a moic relevant .ind adequate perspec¬ 
tive than the iiinc-hoiind targets for raising 
the incomes of the poor above the poverty- 
line. It is not enough to focus Ihc interven- 
tions (in the symptom of poverty, sir, low 
income. I hc objective ought to be to counter 
(he marginalisation processes pu.shing large 
nuinbcis to the brink of subsistence. While 
wide-iaiiging policy researches are needed 
for the cflicient designing of the interven¬ 
tions, Karnataka’s experiences contain clues 
which can he pieced together to form a ten¬ 
tative and speculative perspective. This con¬ 
cluding section of the paper presents a rough 
sketch of the perspective based on these 
clues. 

It is useful to group the factors behind 
marginalisation under three heads; (a) (hose 
keeping the growth rate low, (b) those inhi¬ 
biting the access to growth for large sections 
of population, and (c) those enabling a few 
to appropriate for themselves the contribu - 
tions to growth of the many. The three 
groups may be called, respectively, ‘low 
growth’, ‘unequal access to growth’ and 
‘exploitation’. The marginalisation processes 
arise from combination of and interaction 
among these three groups of factors. The 
question crucial for the polity on inter¬ 
ventions is which among the three is the 
basic or dominant group in the sense that 
the marginalisation processes cannot be 
curbed without a decisive check on the 
factors belonging to that group. If exploita¬ 
tion is the basic cause, the direct inter¬ 
ventions for the poor would not be able to 
go beyond providing temporary relief and 
any lasting change in the system would be 
possible only through thoroughgoing 
reforms to remove the exploitative 
mechanisms. If. on the other hand, low 
growth and unequal access to growth ate the 


main causes, the present combination of 
growth-oriented core policies and the inter¬ 
ventionist strategy to help the poor would 
have a better chance of success. 

The Karnataka situation appears to be 
closer to the second alternative lather than 
the first. T hrec clues can be cited in support 
of this hunch, first, then: is no evidence that 
the hostility and resistance of the exploiting 
groups is a major hairier to the state in 
reaching the development programm-.s to the 
poor. If exploitation is the main source of 
piwerty, one would expect such resistance to 
be wide.spread and effective. Second, the 
Devaraj Urs regime of the seventies demon¬ 
strated the substantial scope available in the 
stale for the socially and economically 
backward groups to get mobilised and 
challenge the might of entrenched dominant 
communities. Third, extreme polari.sation is 
not the common feature of the rural socio¬ 
economic structure. It is more usual to find 
the village communities .stratified rather than 
having clearly dcmarcable groups of rich and 
poor with a negligible middle stratum. It 
may he mentioned here that even at the 
national level the researchers analysing 
poverty find a significant negative relation¬ 
ship between agricultural growth and the 
extent of rural poverty. Viewed from (his 
perspective, the principal and pervasive 
source of cx.nloiiation in the system would 
be the presence of large numbers of 
chronically poor and marginalised groups 
with meagre access to growth, particularly 
when the overall growth itself tends to be 
modest and unstable. With their weak 
bargaining power and precarious hold on 
livelihood, these groups would be exposed 
to the risk of exploitation in all their 
relationships especially in the relationships 
with elite and intermediate groups. 

Given Ihcse clues suggesting low and un¬ 
equal access to growth as the principal 
sources of poverty, the emphasis on growth 
in India’s development strategy and in its 
interventionist strategy towards the poor 
could be regarded as sound and realistic. In 
fact, it is reasonable to expect that sustained 
and substantial growth, if achieved, would 
help the interventions for the poor to 
advance beyond the present relief-cum- 
support phase to create conditions for 
effective implementation of reforms in land 
relations and in credit and marketing systems 
which are now getting aborted. Steady pro¬ 
gress of the poor dong both the dimensions 
of economic conditions and political 
mobilisation is an essential pre-requisite for 
the success of structural reforms. Thus, a 
consistent and fairly convincing scenario can 
be sketched where growth supports inter¬ 
ventions for the poor and these, in turn, 
prepare the ground for the icfoims necessary 
for abolition of poverty. 

Does India have a good chance of achiev¬ 
ing this scenario? Serious doubts arise on 
the score of growth. Despite the many credi¬ 
ble opportunities available for growth, the 
Indian society seems incapable of develop¬ 
ing the thrust needed for utilisini^ the^ op- 
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poriunitics. Are the elites and intermediate 
groups—mostly urban-based and urban- 
orienied--influencing the growth strategies 
and priorities too soft and ease-loving to 
become growth-achievers? D»>cs the growing 
concentration of deveUtpment resources in 
the hands of government and government- 
controlled bodies tempt these groups to frit 
ter them away in eje-catching extrasaganccs 
incapable of providing an enduring founda¬ 
tion for growth? Arc the growing political 
weight of the rural elites, the potential in the 
system for mobilisation of the rural pour 
and decentralisation of planning and ad¬ 
ministration factors favourable for faster 
growth and its wider spread? One does not 
know the answers but these questions and 
the larger underlying issue of the social- 
structure barriers to growth in India would 
deserve a high place in the agenda for social 
science research. 
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Poverty Debate in India: A Minority View 

N S Jodha 

Rural socio-economic change is often inadequately captured by social science research in the field. This happais 
partly due to perceptions of the researchers and partly due to inadequacies of research tools and approaches. 
This paper illustrates the situation by presenting evidence on incidence of rural poverty in two villages of Rajasthan 
as examined through different approaches, during 1963-66 and 1982-84. Households that have become poorer 
by conventional measurement of income in fact appear better off when seen through different qualitative indicators 
of their economic well-being. The paper suggests the need for supplementing conventional mea.surements of income 
by qualitative indicators of change to arrive at a realistic understanding of rural socio-economic change. 


The hallacy: 

—The first step is tu measure whatever can 
be easily measured; This is ok as Tar as 
it goes. 

- -The second step is to disregard that which 
cannot be measured or give it an arbitrary 
quantitative value: This is artificial and 
misleading. 

—The third step is to presume that what can¬ 
not be measured easily is not very impor¬ 
tant; This is blindness. 

—The fourth step is to say that what cannot 
be easily measured really docs not exi.si; 
This is suicide. 

A Smith; Super Money 

I 

I ntruduction 

THE paper represents a minority view in 
the context of mainstreatn situation where, 
following the seminal work by Dandekar 
and Rath [1971 ], researchers arc competing 
with each other in proving higher and higher 
incidence of poverty in India with the 
passage of time. Secondly, the data used 
here, though rich in depth, covers a small 
sample. According to this paper part of the 
problem lies in the methods and distance 
with which we are accustomed to look at the 
field realities. Consequently, contemporary 
field-oriented social science research is often 
marked by contradictions and inconsisten¬ 
cies between the results obtained by macro- 
and micro-level studies, between the observ¬ 
ed or experienced realities and the results 
generated by field research and between 
observed developments and the ones in¬ 
dicated by field research. This problem is 
acute in studies of rural change. Factors 
underlying such changes are too detailed and 
at times too complex to be captured by stan¬ 
dard and simplistic methods. Hence, incon¬ 
sistencies between resillts from different field 
studies can be largely attributed to methodo¬ 
logy. This paper discusses methodological 
aspects of rural economics, and suggests the 
for supplementing standard techniques 
with methiMlological approaches appro¬ 
priate to the field. A case study covering two 
villages in Rajttsthan is presented to illustrate 
the gap between incidence of poverty when 
assessed through two different approaches. 

II 

Methodological Gapa 

Methodological deficiencies of field 
Studies in social sciences are often associated 


writh: (i) the concepts and categories used for 
identification of rural realities; (ii) the yard¬ 
sticks and norms employed for asse.ssment 
or measurement of rural realities; and 
(iii) the ‘communication gaps' between 
researcher and respondent while using (i) 
and (ii) mentioned above. 

The concepts and categories used to iden¬ 
tify and classify rural realities are often too 
restrictive to encompass the details of petty 
but collectively significant components of 
rural characterisation. Appendix A presents 
a few examples. They indicate the possibili¬ 
ty of disregarding variables and their interac¬ 
tions, while using the formai/standard con¬ 
cepts for identification of different facets of 
rural household economy. 

What applies to the choice of concepts 
and categories also applies to choice of 
norms and yardsticks. The limited coverage 
of rural realities, owing to the use of restric¬ 
tive categories, is further reduced by using 
standard yardsticks to measure them. The 
factors that do not lend themselves for easy 
assessment/mcasurement through these 
yarcLsticks ate often hypas.sed while measur¬ 
ing and quantifying different variables. 

These limitations are now increasingly 
recognised and the need for supplementing 
the formal concepts and norms by quali¬ 
tative approaches is emphasised [see Streeten 
1974, McCloskey 1983, Sen 1983, Chambers 
1986]. 

Raising the gap between what is reported 
through formal field studies and reality 
researchers have attempted to dilute or widen 
the standard categories and yardsticks. 
Despite that, inconsistencies between results 
from different field studies persist. They exist 
because of several factors, which we may call 
‘communication gaps'. These gaps take place 
in three forms: 

(i) Difference in the connotation of the 
same concepts as they are understood by the 
respondent and researcher. For instance, the 
connotation of ‘manday’ or ‘man-hour' of 
labour input as understood, estimated, and 
reported by a ‘not so time-conscious' farmer, 
may be different from the investigator’s 
understanding. 

(ii) Qualitative difference in the yardsticks 
and norms used by researcher and respon¬ 
dent for measurement of variable.s. For in¬ 
stance, a farmer reports use of farmyard 
manure in terms of cart-loads, the resear¬ 
cher attempts to understand and record it 
in terms of quintals. Establishing quan¬ 


titative equivalence between such categories 
is often difficult.' 

(iii) Difference in the degree of preci¬ 
sion/vagueness attached to the quantitative 
information by the respondent while giving 
the response and by the investigator while 
recording it. For instance, a farmer often 
reports quantitative information in terms of 
range of units or hyphenated terms (e g, 
10-12 mandays spent on weeding a plot), 
while the investigator seeks and, using his 
best judgment, records it in precise terms. 
The analyst often goes a step further and 
subjects these data to .sophisticated quan¬ 
titative techniques which are sensitive to 
variations as small as a fraction of an hour. 

Appendix B illustrates some possible 
‘communication gaps’. Their extent depends 
on the difference in the background and 
working environment of the respondent and 
the researcher, the relative degree of 
seriousness with which investigations are 
taken up b>' the two, and the ability of in¬ 
vestigator to establish precise equivalence 
between' the respondent’s report and the 
researcher’s intended record or actual record. 

Depending on the degree of ’communica¬ 
tion gaps', the results of different field 
studies of the same phenomenon in the same 
area/community may differ. Other things 
being equal, the possibility of such gaps 
being wider is greater in the macro-level 
studies than those of micro-level studies. 
There are greater opportunities for partici¬ 
pant observation as well as prolonged and 
more intimate contact between the respon¬ 
dent and researcher that help narrow down 
the ’communication gaps'.* 

It is not difficult to imagine the distor¬ 
tions (under-reporting/over-reporting), 
generated by these gaps in values of different 
variables recorded through household 
surveys. Table 1 illustrates the point on the 
basis of data culled from different studies 
with which the author has been associated. 
The data reported in Table 1 relate to the 
cases where the extensive approach to data 
gathering was supplemented by .subsequent 
detailed purpose-spa'illc, intensive investiga¬ 
tion, following the first stage screening of 
data. Although the number of observations 
in most cases is small, they do help illustrate 
the point. 

Important implications of the methodo¬ 
logical gaps include generation of incon¬ 
sistencies of the result from different studies 
on the same subject and the possibility of 
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misleading the whole approach of future 
research as well as future policies relating to 
specific subjects. 

One way to reduce the gaps is to supple¬ 
ment the researchers' approach by the 
respondents' approach of looking towards 
the issues being studied. One may profitably 
look at categories and norms used by the 
respondent for identification and assessment 
of variables affecting him or her. 

In the following section this approach has 
been attempted. For the purpose of illustra¬ 
tion we have taken one of the most debated 
themes of the day, vie, the change in in¬ 
cidence of poverty in rural areas. 

Ill 

Approach and Data 

For studying the change in incidence of 
poverty we have data for two periods of time 
covering a sample of farmers’ from two 
villages in the arid ^onc of western 
Rajasthan. There are several criteria—e g. 
change in household income, consumption 
level, extent of employment, etc, used by 
social scientists to assess the change in pover¬ 
ty levels. We have data on net household or 
per capita income collected by using the con¬ 
ventional concepts and yardsticks to measure 
income Additionally, we have included the 
categories or concepts which farmers/ 
villagers themselves use for assessing 


changes in their own economic status. These 
indicators of their economic status or pover¬ 
ty levels not only help in assessment of 
change but they also facilitate the understan¬ 
ding of the process of change. They tend to 
capture existing situation as it operates 
rather than capture its formally quantifiable 
proxies. Through use of these norms or in¬ 
dicators, it is easier to reduce the above ‘com¬ 
munication gaps' and capture the past 
despite long periods of recall. Their major 
limitation is that they involve a more 
'investigation-intensive' approach to field 
research, because they require researchers to 
approach the respondents' level of thinking 
and the issues studied. They put greater em¬ 
phasis on participant observation. 

The choice of these 'unconventional' in¬ 
dicators of change in the present study 
emerged from anecdotal information col¬ 
lected during resurveying the study villages 
in 1978. They were initially studied (through 
prolonged .stay there, i c. over 20 days in 
every month for three years ending 1965-66). 
The anecdotes suggested the possibility of 
substantial change in the economic status of 
households considered poor during l%.l-66. 
The anecdotes were used for developing 
specific questions and a list of variables, 
which in the village context, were considered 
as real indicators of change in the people's 
economic status over time. These indicators 
guided the participant observation as well 


as collection of quantitative inftmnaiion 
from 9S selected households. Those house¬ 
holds belonged to two villages, one each in 
Nagaur and Jodhpur districts of Rajasthan. 
They constituted a part of a larger sample 
of households studied in 1963-66. Informa¬ 
tion about and from these 9S households 
was collected in instalments during 1977-78, 
1982-8.1, and 1983-84 during field work for 
other projects.^ Additionally, details about 
the whole village situation were collected. 
Broad information on major changes (since 
1963-66) observed in the study villages was 
also gathered from chokala (clusters of 
neighbouring) villages. The information in¬ 
dicated that study villages were not atypical 
in terms of these changes. The sub-.sample 
of 95 hou.seholds coasisted of farm house¬ 
holds only. It included 35 .small and 
marginal farm households, i e, who owned 
less than 4.5 hectares of arid land. 

FARMLRS' PERCEPtlON OF CltANGE 

Income data of the .sample households 
were collected using the standard concepts 
employed by farm management studies in 
India. Net income data covered the follow¬ 
ing sources: crop production, animal hus¬ 
bandry, labour bullock hire, remittances, 
rental, petty trading, and property income. 
Net income figures were arrived at by deduc¬ 
ting paid out and imputed costs of all in- 


1 \»l I- 1: Dlll-tRtMLS IN V.Ml'ES ()l Shi H Itl) V.VRISBI IS At ( ORDINt', It) Ml I MOD Ol D.MA GaIHI'RINI.1 


Variable 

Niimbei ami Type 
ol Observation 

Unit of 

Measurement 

Value as Per the 
Choice of M et hods (b) 
Method(A) Mclhod(R) 

Difference in Values 

Absolute A-BxlOO 
A B ',V ‘ 

Reasons foi Difference: Items 
Bypassed by (A) and Captiirwl 
b>' (B) 

Average income 

78 house 
holds (hh) 

(< silluges) 

Rs/hh 

6814 

7564 

750 

II.O 

Income from casual, routine acti¬ 
vities based on common property 
rcsource.s jJodlia 1986], 

Gross returns 

19 hh 

2.1 plots, 

(1 village) 

Rs'ha 

291 

334 

43 

14.8 

Casual harvest of minor crops 
foi self-provisioning, etc |Jodha 
cl al 1978). 

Per workcr.'day 
engagement in 
faim activities 

12 hh 

44 workers 
(2 villagc.s) 

Hours/da) 

6.75 

9.58 

2.53 

41.9 

Petty and routine farm aciivities 
[Jodha et al, 1978. Ryan vt al, 
1984). 

Value of food 
consumption 

32 hh 
(4 villages) 

Rs/person (for 

3 week one in 
each season 

68 

79 

-11 

16.2 

Food items from common pro¬ 
perty resources/petty .self¬ 
provisioning arrangements jJodha 
1986). 

Use level of 
tractor 

12 tractors 
(2 villages) 

Houts./weck 

73 

105 

32 

■43.8 

Most part of tractor hiring 
(Jodha 1974). 

Extent of 
land tenancy 

Total leased in/out *ha 
land. 86 hh 
(6 villages) 

67 

120 

-53 

-79.1 

Tenancy status of plots initially 
concealed (Jodha 1981]. 

Cost of food 
borrowed during 
drought year 

26 hh (2 villages) 

Rs/hh 

648 

822 

174 

-26.9 

Costs due to interlocked factor 
markets [Jodha 1977|. 

Capital investment 78 farms hh 

Rs/ha 

382 

471 

-81 

21.27 

Accreiionery process of capital 
formation. [Jodha 1967). 

Cost of credit 23 borrowers 

from institutions (S villages) 

Cost as per cent of 
principal 

9 

22 

-13 

-144 

Cost of borrowing beyond 
interest rate [AERC 1971]. 


Notes: (a) Based on data/inforraation for selected cases, from the studies referred in the last column. 

(b) Method 'A' indicates the conventional extensive approach to data gathering through one or two shot surveys using structured ques¬ 
tionnaires. Method 'B' involves prolonged and intensive interviews and in most cases participant observations besides what is indicated 
under *A'. 

(c) These reasons can be related to items mentioned under appendices A and E 
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puts from gross income Being so stsindar- 
discd and so oftoi used, these concepts hard¬ 
ly need further elaboration. However, it may 
be added that the main purpose of collec¬ 
ting income information during the base 
period was to relate it to the process of 
capital formation by the sample households. 
The income data during the second period 
were collected to ascertain the extent of con¬ 
tribution of common property resources 
(pasture, forests, etc) towards household 
income. 

The terms in which villagers narrated 
change in their own economic status are un¬ 
conventional, and they require explanation. 
They arc classified under the following five 
major groups; 

(i) reduced reliance of the poor on tradi¬ 
tional patrons, landlords, and resourceful 
people for sustenance, employment, and 
income; 

(ii) reduced dependence on low pay-off 
jobs/optioiis; 

(iii) improved mobiliiv and liquidity 
position; 

(jv) shifts in csnisiiiiiption patterns/prac- 
t ices;-and 

(v) acquisition of consumer durables. 

Information on most of the above items 
was available from benchmark data on 
resource endowment, production, market¬ 
ing, and s’oiisum(siion activities of the sam¬ 
ple households, l ot the resurvoy period, it 
was purposely collected to see the change. 

rhe indicators of change perceived by the 
villagers can be grouped under categories 
which are more familiar to economists and 
used in their professional communication. 

They are: (a) indic.'iiois of enlarging op¬ 
portunity sets or increasing number ol 
choices (c g. in the matter of employment, 
borrowing, rnaikcting, etc); 

(b) indicators of consumption activities 
with high income elasticities (e g. travel, 
slack season purchases, length of materni¬ 
ty feeding of wonten, etc); 

(c) indicators of investment in lumpy con¬ 
sumer durables (c g, pucca structures of 
houses, compounds to houses, etc). 

Chanohs in Incidence of 

POVERTY 

The incidence of poverty in the ongoing 
debate on the subject in India is judged with 
reference to poverty line and the changes 
over time in the proportions of population 
below the poverty line. Though cone'eived in 
terms of per capita conusmption expenditure 
the poverty line is indicat^ by a figure of 
monthly per capita income, such as Rs 15 
for rural areas at 1960-61 prices, according 
to Dandekar and Rath [1971] and Rs 65 at 
1977-78 prices, according to the Indian Plan¬ 
ning Commission (1981). Per Capita annual 
income of Rs 180 (at 1964-66 prices) may 
be considered as a poverty line comparable 
to the one suggested by Dandekar and Rath 
[1971]. The proportion of sample households 
in study villi^es falling below this income 
level during the two periods is indicated in 


Table 2. However, our further analysis 
follows a different approach. As a first step 
we compare for each household the annual 
per capita income (i c, constant at 1964-66 
prices) during the two periods (i c, 1964-66 
and 1982-84). The proportion of households 
shlowing more than S per cent decline in 
their per capita annual income is considered 
as indicator of increased incidence of pover¬ 
ty. The increased incidence of poverty thus 
revealed is compared with the changes in the 
economic status of the people revealed by 
qualitative indicators of change as perceiv¬ 
ed by the villagers. 

The analysis of the income data (Table 2) 
showed that the average per capita annual 
income of the sample households was Rs 162 
during l964-6(i. This increased to Rs 1,050 
at current prices during 1982-84. However, 
when (he income was deflated and express¬ 
ed in terms of constant prices (1964-66 
prices),' the figure came down to Rs 175. 
To arrive at average annual income figures 
for the base period, the year 1963-64 was not 
included, because it w-as a severe drought 
year. Ihe household by household com¬ 
parison of per capita income during the two 
periods (including by pooling the data of 
households which had split since the ben¬ 
chmark period), indicated that for 38 per 
cent of the houseliolds, the per capita an¬ 
nual income liad declined by more than 5 
per cent of the base period income. For 47 
per cent of households income increased by 
more than 5pcr cent. The remaining house¬ 
holds, where per capita annual income 
changed only within + 5 per cent, have been 
treated as the cases where per capita incomes 
remained constant during the reference 
periixis. 

According to the above figures, 38 per cent 
of the .sample hoirseholds Itave become 


poorer during 1982-84 compared to 20 years 
ago. If one goes by the poverty line, i e, per 
capita income of Rs 180 per year, the pro¬ 
portion of households below it has increased 
from 17 per ce’nt in 1964-66 to 23 per cent 
during 1982-84. But the latter docs not in¬ 
clude all the households that constituted the 
group under poverty line during the base 
period. In other words some households 
who were below the poverty line in 1964-66 
have risen above it during 1982-84,* 

Tamu 3: iNtiK Arriss or Decli.ninc 
INDISITNSIBII Itv or PAIRON’S (RIC H PtOPLE’s) 
SuPHOKl/MtKl-V/PAlRONAtiE TOR 
EMPLOvsirNT, Income and Susienanc-e of 
P eWR Hol.SfHOI.I>S“ 


Indicators 

Households »ilh one-'more 
members working as 
ailached/semi-attachcd 

Per Cent of 
Households 
during 

I%3-66 1982-84 

labour 

Households lesiding on 

37 

7 

patron’s land/yard 
Households resorting to 
off-season borrowing of 

31 

0 

foodgrain from patrons 
Hoii.seholds taking seed 

77 

26 

loan from patrons 
Hoiisctiolds marketing 
farm produce only 

34 

9 

through patrons 
Households taking loan 
from others besides 

86 

23 

patrons 

13 

47 


Sole- a Details m this and the fullowmg four 
tables relate only to 35 households 
whose per capita antutal income (at 
con.siant prices) h,id declined during 
1982-84 compared to l%4-66. 


Tabu 2: OtiAiisor Incomi Pomtion or Sampii Hot si-hoi ds .sr Two Points of Timi 

O'er Capua annual net income in /fs)“ 

Deiail.s _ .Average Situation during _ 

1964-66'’ _'.982-84_ 

At Current At Constant 


Average per capita annual income (Ks) 

162 

Prices 

1050 

Prices' 

175 

Contribution of different sources of income (per cent) 
—Crop farming 

48 

43 


—Animal hu.sbandry 

27 

33 

— 

—Labour/bultock hire 

14 

11 

— 

—Others (rent, remittance, etc) 

21 

23 


Proportion of households with per capita annual 
income (at constant prices)’' 

—less than Rs 180 (i e. poverty line) (per cent) 

17 


23 

—showing increase of more than 5 per cent 
over the period (per cent) 

— 


47 

—showing decline of more than 5 (K'r cent oser 
the period (per cent) 

_ 

- 

38 

—showing positive or negative change up to 

S per cent over the period (constant 
income) (per cent) 



IS 


Notey. a Data relates to 95 sample households from two villages one each from .lodhpur and 
Nagaur districts in Rajasthan. 

b 1963-64 being a severe drought year its income figures are not considered 
c At 1964-66 prices. 
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Qualitative Indicators 

If one toes by the quiliutive indicators 
of poverty or absence of it as mentioned 
earlier, a completely opposite picture seems 
to appear. Ibbles 3 to 7 illustrate the 
phenomenon. These tables give details about 
only those (35 of 95) households whose per 
capita annual income has declined by more 


Tablf 4: Indicators of Rfdix t o Di i’i nim n< i 
ON Low Payoff (Inffriok) Jons in Casi. oi 
Poor Hocsfhoi us 


Indicators 

Per f 'ent of 

> 

Households 


during 

l%.1-66 

1982-84 

Households engaged in'* 



—food gathering 

100 

20 

—fuel gathering 

100 

63 

—fodder gathering 
Households having members 

KXi 

23 

engaged in part-time 
petty jobs" 

100 

23 

Househofds with members 



seasonally out-migrating 
for job 

34 

11 

Households withdrawing 
their children from school 
during crop .eason for 
work help, earning etc 

17 

6 


Noif. a Only items like wild fruits during sum¬ 
mer .season, and fuef'fodder during 
post- harvest pctiod are considered. In 
these cases supply is not a constraint 
to reduce peoples' dependence on 
them. 

b Jobs like helping in fencing, etc, for 
getting one meal as wage. 

TABit 5: Indicators oi Improsi i> Morii ii s 
andLiquidiiv Position oi Poor Hoi sr hoi i»s 

Indicators Per f 'eiii of 

Households 
_during 
1963-66 1982-84 


Households selling over 80 
per cent of their marketed 
produce during post- 
harvest period 

100 

46 

Households retaining up to 

25 per cent of surplus for 
sate up to ne.Yt rain 

0 

6 

Households purchasing key 
provisions in bulk 

0 

6 

Households relying on 
day-to-day pettyptirchases 
of key provisions® 

l(X) 

51 

Households making cash 
puKhases during slack 
season festivals, etc 

6 

51 

Households pos$e.ssing ready 
cash up to Rs 200 or more at 


home'during slack season 

0 

26 

Households having members 
who travel by paid transport 
more than twice a year to 
outside the district 

17 

78 


Sole: a Provisions like chilly, onion, gor, oil, 
etc. 


than 5 per cent during the period under 
review. Furthermore; these tabiM present the 
extent of change in terms of proportion of 
households whose situation as per the above- 
mentioned indicators has changed during 
1982-84 compared to the base period. 

Tabic 3 indicates the extent of decline in 
the reliance on patronage and the support 
of the rich (patrons) for the employment and 
sustenance of the poor households, i e, the 
households that have become poorer since 
1964-66 (Table 2). Some of the indicators, 
such as the practice of attached labour, seed 
loan in kind (at exorbitant interest rate), 
marketing produce only through patrons, 
depending solely on patrons for cr^it, and 
residence on patron’s land necessitating 
supply of unpaid and unaccounted labour 
services to the patrons, have inherent an ele¬ 
ment of exploitation of the poor. The poor 
people’s ability to dispense with these prac¬ 
tices is the surest indicator of their improved 
economic status. Despite several socio¬ 
economic reform measures such as anti¬ 
bonded labour law-s, etc, the poor people 
continue to accept these exploitative ar¬ 
rangements by patrons. They tend to give up 
the.se arrangements only when they become 
economically more independent. 

The inferior or low pay-off jobs (including 
food gathering from the fast-declining com¬ 
mon property resources) are usually taken 
up by the poor in the villages [Jodha 1986). 
The recourse to such iobs declines as one im¬ 
proves his or her economic condition. 
Table 4 indicates that the group of 
households that have become poorer in 
1982-84, as per the formal income criteria, 
had relied more on these inferior options 
during the base period when they were 
relatively rich. Now, despite increa.se in their 
poverty (i c, reduced per capita income) their 
preference for inferior jobs has declined, as 
indicated by proportion of households under 
relevant categories under Table 4. 

Several indicators in Table 3 reveal that 
general liquidity of the group of households 
that have become poorer is better now (i e, 
ill 1982-84) than it was during the base 
period, when income-wise they were relative¬ 
ly rich. Their ability to make pruchase of 
provisions in bulk by paying for it in a single 
instalment, cash purchases during summer 
season festivals, and keeping significant 
amount of cash in hand during the slack 
season are definite signs of improvement 
notwithstanding the decline in their formally 
recorded income position." 

The consumption pattern, particularly in 
terms of inclusion of items which poor peo¬ 
ple rarely use, is another indicator of 
substantial change in the economic condi¬ 
tion of these people. Now there is a much 
higher proportion of the concerned group 
of households (Ihble 6) who frequently con¬ 
sume better quality food items,^ offer bet¬ 
ter maternity diet to women for a longer 
period, and where women and children 
regularly wear shoes. The only item where 
the situation seems to have deteriorated is 
the proportion of households regularly using 


Table 6: iNOtCAToas of Shifts in 
Consumption Pattern of Poor Households 

Indicators Per Cent of 

Households 

_duri ng _ 

mj^~l982-84 

Households occasionally 
consuming green vegetables 


during non-crop season 

0 

too 

Households consuming 
curries mainly made from 
cereals® 

100 

14 

Households using milk/ 
milk products regularly 

34 

6 

Households consuming 
.sugar regularly 

0 

20 

Households consuming rice on 
non-festive occasions also 0 

14 

Households with adults 
skipping third meal in the 
day during the summer 
(scarcity period) 

86 

20 

Households where women 
and children wear shoes 
regularly 

0 

86 

Households where matcinity 
feeding to women provided 
up to a month or more 

6 

23 


Note: a As per the local saying one who can¬ 
not afford vegetable.s, etc, eats cereals 
with the help of poor quality curry 
made of cereals only. 

milk and milk products. This is, in fact, a 
side-effect of improved milk marketing 
facilities in the villages. The sale of milk has 
helped raise the share of livestock income 
in total income (Ihble 2), but has also reduc¬ 
ed the opportunities for self-consumption of 
milk and milk products.'" 

The situation regarding the changes in the 
possession of consumer durables seems more 
impressive (Table 7). Pucca .structures of 
houses, provision of doors and gates, com¬ 
pound walls, separate quarters for humans 
and livestock in the house, and better faci¬ 
lities for women are important indicators ol 
positive change in the economic status of the 
people The higher proportion of the house¬ 
holds possessing these items in 1982-84 com¬ 
pared to the base period indicate a substan¬ 
tial improvement in their economic position. 

The detailed explanation of these changes 
falls outside the scope of this paper. 
However, it may be mentioned that a com¬ 
bination of factors has led to the improved 
condition of the households in the study 
villages. Occurrence of these factors observ¬ 
ed in several villages of the districts of 
Nagaur, Jodhpur. Pali, and Sikar in western 
Rajasthan would suggest that the changes 
refelcted through study villages may extend 
to wider areas of the region. 

The possible factors responsible for im¬ 
proved economic conditions of sample 
households include the following: 

(i) A continuous spell of good rain years 
during 1974 to 1978. 

(ii) Possibility of double cropping in sandy 
loam soils without change in rainfall or ir¬ 
rigation due to raya (a minor oilseed) crop 
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for post-rail^ season, brought by seasonal 
migrants to PuitJab in the early 1970s and 
its spread in the dry region without any 
research and extension effort. The net 
returns from this crop are higher than the 
maip rainy season crop like pearl millet. 

(iii) Coverage of larger area by moisture 
conserving practice of bunding, which in 
association with timely ploughing through 
tractors helped in adoption of hybrid pearl 
millet like ai4. 

(iv) Facility of milk marketing which 
geiwrated regular cash income and also in¬ 
duced changes in the composition of animal 

Tabi.e 7: Indk. A10RS or Ciiangk in A.ssf.t 
P twiriON or Poor HoustHor i>s 


Indicators 

Percentage of 
Households 
during 

■963-66 1982-84 

Households having houses with 


—fully pucca structure 

0 

14 

—partly pucca structure 

9 

52 

—only kutcha structure 

91 

34 

—gate with doors 

6 

43 

—compound wall/fencc 

13 

52 

—separate provision of 
stay for humans and 

animals 

6 

52 

—private place (bath room 



etc) for women 

II 

23 

Households possessing: 

—quilts of cotton 

6 

20 

- quilts of old rags 

94 

80 

—radio 

0 

7 

—bicycle 

0 

3 


holding discouraging ownership of unpro¬ 
ductive aiumab. 

(v) Reduced incidence of guini-worm 
among adult workers in the recent years 
which often incapacitates them during the 
crop season. This happened due to Drought 
Prone Area Programme (DPAP) provision 
of piped groundwater supply for drinking, 
replacing traditional practice of using pond 
water. 

(vi) Off-season employment under rural 
works programme/DPAP and regular off- 
farm jobs to some people. 

(vii) Institutional reforms helping people 
in getting lands including house sites and 
reduction in indebtedness. 

(viii) Gains to poor as a byproduct of fac¬ 
tionalism among the rural rich, where each 
faction tried to woo the poor for their 
support. 

Ihble 8 summarises the changes in the situa¬ 
tion with reference to some of the factors 
mentioned. The data relate to the 95 sam¬ 
ple households. 

Towards Rhonciliation 

(i) The first inference from the perusal of 
information under Tabic 2 on the one hand 
and Thbles 3 to 7 on the other, is that the 
extent of increased incidence of poverty 
reflected by Table 2 is not borne by the 
qualitative indicators of change under the 
remaining tables. 

f^rt of the explanation could be that wc 
have considered all households, who.se per 
capita annual income has declined by more 
than 5 per cent of base period income, as 


TaBI t 8: POS.SIBI.L pAflORS UNDt'RtMNCi pL'AMtAIIVF iMPROVkMI NT IN CONOIIION OI 

Sampi e Houseiiolds SiNi r, 1963-66" 


Factors 

Units of 
Observation 

Average (Per Year) 
Situation during 

Remaiks. 



1963-66 

1982-84 


Extent of myo*’ crop 

Per centof total 
cropped area 

0 

26 


Extent of hybrid pearl millet 

«t 

0 

38 


Extent of irrigation 


1 

4 


Extent of tractor cultivation 

t* 

7 

68 

Mostly by hire 

Extent of bunding 

No of plots 

43 

134 

('umulaiive 

totals 

Households selling milk 

No 

5 

36 


Unproductive animals per 
productive animal 

No 

6 

2 

tows and 
buffaloes only 

Off-farm regular jobs 

No 

7 

29 


People affected by guini-worm' 

^ No 

.s« 

4 


Litigation ca.ses 

No 

27 

5 


Non-workers per worker 

No 

3.9 

3.2 


Households benefitiing from: 

i Institutional reforms 

No 

0 

18 

Got land 
animals, debt 
reduction etc, 
since 1986. 

ii Factionalism among 

the rich 

No 

0 

29 



Nouy. a Data rdate to 93 sample households only. 

b Baya, a high value small oilseed post-rsuny season crop, has spread without any research 
or extension effort in the region. 

c Guini-worm disease caused by drinking water from ponds. Piped water supply under 
DDAP scheme helped reduce it. 


having become poorer over time. They may 
include some households who were rich 
enough and a fall of 3 per cent in their in¬ 
come did not make them much poorer. 
However, the data for households grouped 
according to level of decline in income were 
also examined. The emerging number of 
observations in each group became too small 
to be meaningfully reported. However, the 
inferences from retabulation, which coufd 
help to satisfy the above objection may be 
mentioned; 

(a) The proportion of households show¬ 
ing qualitative improvement in economic 
conditions as per the above indicators were 
not very different in the case of sub-groups 
of high and low income households, which 
suffered decline in their per capita annual 
income as per Table 2. 

(b) Lven the 23 per cent of sample house¬ 
holds who were below poverty line (i e^ per 
capita annual income of Rs 180 at constant 
prices (Table 2), had a fairly large propor¬ 
tion of households that showed improve¬ 
ment in their economic status as pet the 
qualitative indicators discussed above. 

(c) There was a small number of house¬ 
holds in the group that neither faced decline 
in their per capita annual income nor .slip¬ 
ped below the poverty line and yet did not 
show improvement in terms of qualitative 
indicators. 

Thus the main explanation may lie in the 
use of specific approaches to assess and 
record economic change affecting the rural 
households. Furthermore, change in econo¬ 
mic status reveAlcu by qualitative indicators 
is an outcome of gradual change over a 
period of time. Difference of per capita net 
income at two points of time may not cap¬ 
ture this change. The mea.surement of in¬ 
come at one point in time captures only the 
current transitory component of income. 
The permanent components (accumulated 
transitory components) of income in the past 
are not captured . This reinforces the need 
.'or revising the research aptoach to under¬ 
stand the dynamics of rural change, and to 
cover permanent components, of income 
besides the transitory components, each of 
which may not move in the same direction. 

(ii) The reported case study is to small in 
its coverage to encourage any generalisation 
of results. However, this docs indicate the 
need for complementing formal concepts 
and norms by more informal categories and 
methods to capture a greatei extent of reality 
through .social science research in the field. 
It also underscores the importance of par¬ 
ticipant observations and in-depth micro- 
level investigations in field studies 

(iii) Intensive and qualitative information 
gathering may prove costly. Hence, this ap¬ 
proach can be used for generating relevant 
indicators (proxies) that can form pan of the 
large-scale, formal data-gathering projects. 
Funhermore, the insights received through 
such intensive investigations can help in the 
better interpretation of results firan exten¬ 
sive studies. 
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A. U. LICENCE.. TELEX.; OBTAIN QU¬ 
OTES... CURRENCY FLUCTUATIONS... 
NEGOTIATE... ESTABLISH LETTERS OF 

CREDIT... FOLLOW UP SHIPMENTS.. DE¬ 
LAYS... PANIC... TELEX AGAIN... EXPENSES.. HA¬ 
SSLES.. EXTEND LETTERS OF CREDIT... DELAYS.. 

PORT CONGESTION... EVEN MORE PANIC... SHORT SHIPMENTS.. 
CLAIMS... PAINFUL.. GOODS ARRIVE AT LAST... INVENTORY PROBLEMS AND 
STORAGE DIFFICUmES... MORE HASSLES.. 



Just call us for TIDOL 





TIDOL... 

India’s first range 
of synthetic and 
speciaiity iubricants. 


Tide Water Oil Co., manufacturers 
of the well-known Veedol range of 
lubricants, now offer Tidol, a 
range of hi-tech synthetic and 
sp^ality lubricants. Tidol is 
being manufactured in 
collaboration with world renowned 
COFRAN of France. 

The Tidol range comprises; 

■ Automotive Oils 

■ Compressor Oils 

■ Soluble Cutting Ruids 

■ Hydraulic Oils 

■ Quenching CKIs 

■ Heat Transfer Fluid 

■ Stenter Fluids 

Performance plus features: 

a Performs excellently even at 


high speeds, pressures and 
extreme temperature 
conditions. 

a Consen/es energy and saves 
fuel 

a Saves on downtime, 
maintenance and spares 
a Improves quality and finish of 
end products 

a Extends the life of equipment 

Tidol. More than oil, it's a total 
preventive maintenance service 
through the countrywide Tide 
Water network. Backed by the 
development efforts of our R&D 
Centre which is recognised by the 
Dept, of Science & Technology. 
Govt, of India. 



Total Protective Lubrication 


TIDE WATER OIL CO. (INDIA) LTD. (A member of the Andrew Yule Group) 

CALCUTTA: Yule House, Dr. Rajendra Prasad Sarani, Calcutta-700 001. Telephone: 25-1085,25*1086,25-1087,25-8210 
(lOUnes), 25-7720 (4 Lines). Telegram; FREERCO. Calcutta-700 001. Telex; 021-5101, 021-5139 a BOIjlSAY: 

32, Ramjibhal Kamani Marg, Kamani Chambers, 3rd floor. Ballard Estate, Bombay 400 038. Telephone: 26*1355,26-1356, 
26-9081 (3 Unes) Telegram: YULETIDE. Telex: 011 -75415 a DELHI: 1^7, Kailash Building. 26 Kasturba Gandhi Marg, 
New Oelhl-110 001. Telephone: 3315153,3315154. Telegram; TIDEOIL. Telex; 031-3385 e MADRAS: Mount View 
(2nd floor), 846, Anna Satai, Madras-600 006. Telephone; 47-8289, 47-4678. Telegram; YULEWORKS. Telex: 041*7307. 


(iv) 'A factor which can ^ance the co*n- 
plementarity of the macro-level and highiv 
quantitative studies on the one hand and in¬ 
tensive and micro-level research on the other 
is close links of principal researchers with 
the fieid situation. 

(v) This case study indicates the need for 
a fresh look at the conceptualisations 
underlying the measurement of the level and 
change in rural poverty. The complementary 
use of quantitative and qualitative concepts 
can help improve our understanding of the 
dynamics of poverty. 

(vi) To the extent that the incidence of 
poverty can be partly inferred from obser¬ 
vance of poverty indicators, the next pro¬ 
blem relates to the possibility of measure¬ 
ment of these indicators for comparative 
studies, lb the extent a part of the indicators 
of change discussed in this paper may be 
area or community-specific, their use for 
inter-community comparisons will be 
limited. Thought may be given to evolution 
of some indices on the pattern of currently 


('onccpts and N oi ms A.spcct5 Covered 


debate ‘Quality of Life Index* as against 
gross domestic product, etc, as a better in¬ 
dicator of a nation’s economic well-being. 

Notes 

1 In ICRISAT’s village level studies, the 
measurement problems have been handled 
by physical weighing or measuring of the 
quantities reported in volumes. Such con¬ 
versions were done on random basis to 
evolve equivalence between two categories. 
Sec Binswanger and Jodha (1977). 

2 Various types of measurement errors 
emanating from aforemeniioned factors will 
influence the results depending on the type 
of analysis. For instance, if a variable is 
measured with a random error, that will not 
affect the estimate of its mean and regres¬ 
sion estimate if it is the dependent variable 
in a multivariate regression. But it si ill will 
bias towards zero its coefficient if it is us¬ 
ed as a right-side variable in a rtgiessioii. 
On the other hand, s>stematic measuiemem 
error may cause more or less problems, 
depending on the mode of analysis and 


Facets Bypassed 


nature of the error. Systematic measurement 
error will bias the mean but may not biu 
the regression. This may be add^ that 
systematic mismeasurement over time 
should not lesul to the obfuscation of 
changes in the variable that is being 
mismeasured. If mismeasurement errors 
themselves do not change over time, valid 
conclusion on dynamics can still be drawn. 

3 Our sample does not include a landless 
household. There were hardly any landless 
households (except traders, etc) in (he study 
villages. In fact, landlessne.s.s of the type 
observed in high population areas can hard¬ 
ly vurvive in the and lands. Furthermore, 
a luirnbci of sample households of bench- 
m."irk period had split over time. For the 
purpose of comparison at two points of 
time data of such households were pooled 
to reconsiiiiiie otiginal households. 

4 Data during I%3-66 vvcie collected as a pan 
ol the field work for the author's PhD thesis 
|.lodha 1967] and land transformation 
studies of Cetilral \rid Zone Research In- 
vtiiuie (t'A/.RI). The data for subsequent 
periods were gathered while collecting in¬ 
formation for If'RISAT’s research projects 
on Fanners' Ciroup Action for Watershed 
Based Resource Development in 1977-78, 
and Role of Common Property Resources 
in Farming Systems in 1982-84 [Jodha 
1986]. 

Income during 1982-84 was deflated by the 
extent of incrca.ve in gold nrice in the 
villages. The logic of using the change in 
gold price as index of intlation is that one 
tola (Uig) of gold fetched the same quanti¬ 
ty of bajra (pearl millet)—the staple 
foodgrain of the people—in 1982-84 as it 
fetched in 1964-66. However, gold price per 
tola has increased b\ about six limes since 
then, l-or further details on this approach 
sec Jodha (1985]. The calculations ba.sed on 
changes in consumer price index for 
agricultural workers m Rajasthan during the 
(iciiod undei review also indicated the price 
change of similar magnitude (i e, 5.7 times). 

6 In terms of rainfall and crops 1963-64 was 
a complete drought year. As per the an- 
nawan system of crop assessment 1964-65 
had bumper crops, while 1965-66 had 
average crops. The year 1982-83 had above 
avciage ^rops while crops were below 
average during 1983-84. On an average crop- 
wise the pciiod 1964-66 was slightly better 
than 1982-84. This influenced the income 
poviiions of the sample households to some 
extent. Of 95 sample households, 35 had 
levs per capita income during 1982-84 com¬ 
pared to 1964-66. A part of h could be due 
lo life cycle related factors such as increased 
mmiber of members especially dependents 
m the households. However, due to a variety 
of factors 22 of the 35 households had in¬ 
come below poverty line during 1982-84. 
This included seven hou.scholds who vvere 
already below poverty line and 15 house¬ 
holds who wcic above it during 1964-66. 
There were 11 households w ho moved above 
poverty line during the sarqe period. 

7 Reduced reliance on patronage of rich (and 
on inferior) options such as Common Pro¬ 
perty Resource (CPR)-activities, could be 
both supply-determined and demand- 


Household income 


Farm production 


Cash and kind inflows (in¬ 
cluding imputed values of 
major noii-traded items). 


Production from all farm 
enterpiiscs. 


Food consumption 
basket 

Household resource 
endowment 

F'actor/produci 
market 

Farm size grouping 


Labour input 


Volume and quality of for¬ 
mally recorded food items. 
Only privately owned land, 
labour and capital resources. 

Competitive, impersonal 
interactive process of 
framework. 

Based on owned or operated 
landholdings (often .standar¬ 
dised for productivity and 
irrigation). 

l-abour as standard unit 
expressed in terms of man¬ 
hours or mandays, etc, (Dif¬ 
ferentiation based on age and 
sex not withstanding). 


Capital formation Acquisition of assets. 


Depreciation of 
a.ssets 

EfFiciency/ 
productivity norm 


Book-keeping-value based 
reduction in the worth of the 
asset. 

Quantity and value of final 
produce of an activity (based 
on market criteria) 


Ignores time context and transaction partner 
context of income generating activity; 
disregards flow of low value self-provi.vioning 
activities with significant collective contribu¬ 
tion to sustenance of the people. 

Series of intermediate activities (often con¬ 
sidered as consumption activities), which 
facilitate the final output from farm enter¬ 
prises in self-provisioning societies. 

Ignores seasonally varying streams of .self- 
provisioning items/services, 
ignores households' collective access to com¬ 
mon property resources; access to power and 
influence too. 

ignores distortions, imperfections, etc, due to 
factors like influence, power,.affinities and 
inequities. 

Ignores totality of asset position including 
household’s access to common property 
resources, its workforce which determines 
Jiouseholds’ ultimate potential to harness land 
resources and environment for sustenance. 
Disregards heterogeneity of labour of same 
age/sex in terms of differences in stamina and 
productivity; ignores differences in inten.vit' 
of effort of a self-employed worker and hired 
worker. (In appropriate imputation of value 
of the labour of self-employed worker is done 
on the basis of wage rate of hired or attached 
labourer). 

Ignores accretionery process, and petty accre¬ 
tions which are important collectively. 
Ignores continued usability and itcyclibility. 


Ignores totality of the operation of the system 
directed to satisfaction of multiple objectives 
rather than sinj^e criterion. 


Appendix A 

EXAMPltS Ol CtiNCtm/CAIKiORIES AND Yarosticks/Norms L'spd bv Sociai -ScltNCI 
RISFARCHERS to IDF.NTII Y AND MfaSORF VaRIABI ES CoMPKISINC. Ri.RAI R(M iriLS \NP 
Facets OF RFAi.nv Lixelv ro be Bvpassfdmy Iiiem 
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Appendix B 

Examples of ‘Communication Gaps’ (Under Three Cateciories) 

Of Possible deferences in connotation of same concept as understood- by respondent 
and researcher. 


Concept 


Connotation As Per: 


Researchei 

Respondent 

Food consumption 

Total food 

Major food items excluding petty self- 
provisioning. 

Produce 

Total 

Final produce excluding item.s harvested 
during the inira season period. 

Manday 

Formal work hour 

8-10 hours, etc 

Ibial work time often more than 8-10 hours. 

Hired labour 

Hired + exchanged 

Only hired. 


Unemployment Involimiaiv unemployment. Disguised unemploymetu treated as full 

unemployment. 


(2} Possible gaps in yardsticks guiding respondent's quantitative responses and researcher's recor¬ 
ding of responses which may make it diffkutl to establish perfect equivalence between the re/xirted 
and recorded quaniiiies. 

Item Researcher 


Length/area Modem units (metre, I'raditioujl--foot-lengths, steps, arm-lengths, 

hectares, inches, etc finger \sidths. 

Weight/volumes Modern measures such as Can-loads, bag fulls, volume based measures 
kilograms, quintals, litres, (barrels, etc), 
etc. 

Production Modern measures, quintals. Self-sufficiency periods of subsistence 

etc lequircmeni, e g, total production equal to 6 

months of requirements, etc. 


Time 

Precise—days, hour, etc 

Vague in terms of proportion of a day or a 
week, etc, i e, hatf-a-day, % of a day, etc. 

(3f Degree of preemon/vagueness associated with responses as they are given and recorded. 

Item 

Recording by Researcher 

Reporting by Respondent 

Labour input 

Exact days/hours 

Ranged units, e g, 5-7 hour, 10-12 days. etc. 

Grain yield 

Exact quantities in modern Range: e g, 5-6 bags or 50-55 quintals, etc. 
measures/uniis (quintals/ 
kg.s, etc) 

input use/output 
sold 

Exact quantities 

Range in terms of proportion: to Vi of bag. 
etc. 


determined options. However, in our study 
we have included only demand induced 
cases. For instance, the patrons now given 
up by the concerned poor households were 
still (at the time of resurvey), in the same 
business of offering facilities like site for 
living, crisis period food and money supply, 
etc. However, they didn’t have many of rele¬ 
vant customers to work as attached workers. 
The poor who left their patrons now have 
their own house site and united facilities of 
credit, marketing, etc, from others, in¬ 
cluding from co-operatives. The factiona¬ 
lism between rural rich indirectly favouring 
the poor, on the one hand, and some public 
programmes, on the other, seem to have 
helped the poor in getting rid or ecpioitative 
patronage (Thblc 8). 

In the case of dependence on CPRs, only 
those activities have been considered where 
supply was not a constraining factor. They 
indu^ collection of wild fruits (ker 
sangari, etc) during summer season and 
fuel/fodder accumulation during the period 
soon after the harvest of crops. 

8 The very first anecdote which provoked me 


to undertake this investigation related to the 
liquidity position of the rural poor. During 
my 1978 revisit to one of the villages, 1 was 
talking to a villager whose room I rented 
during my early (1963-66) stay in the village. 
A woman labourer arrived there to collect 
her wages for the work she did for my ex- 
landlord. To avoid her, he pleaded non¬ 
availability of change and called her two 
days later. The woman promptly untied a 
knot in her lugari (sari), took out change 
and said “you need change for how much- 
Rs 100? Rs SO?”. Contrast this with the 
situation during 1963-66, when, if by 
mistake I failed to carry change, there was 
nobody in the village who could offer me 
change for Rs l(X), and I had to visit the 
di.strict piace/neighbouring town to get 
change for Rs 100. 

9 Of the 35 households more than 20 used to 
offer tea made y/ith Jaggery during my fre¬ 
quent visits to their houses for data during 
1963-66. During revisits I found all of them 
using sugar instead of Jaggery for the same 
purpose. 

10 The cash nexus induces fumen to part with 


practically all of their milk supiRiet, leav¬ 
ing little milk for sdf-provisioning or for 
sharing (buttermilk, etc) with others in the 
villages. Cases were observed where 
households producing as much as 10 litter 
of milk a day brought milk from the tea 
shop to prepare tea for the visitors (in¬ 
cluding myselO. 
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A Critique of the Passive Revolution 

SndiplB Kwlr^l / 

Tile story of Indian politics can be told in two quite different ways, through two alternative but mutually 
reinforcing constructions. One of these would tell the story of structures—of the rise of capitalism, the specifiatks 
of transition, the formation and maturation of classes, the internal balance and architecture of the social form, 
the making and breaking of class coalitions, etc. The other story would have to be constructed in terms of actual 
political actors, suspending the question of more fundamental causalities for the time being; it must be told in 
terms of governments, parties, tactics, leaders, political movernents, and similar contingent but irreplaceable elements 
of political narratives. The second story would be related to the successes of Indian capitalism and its failures, 
but is not entirely reducible to them. This paper tries to show what kind of a political model might work in the 
structural analysis of Indian politics. 


I 

CRITIQUES are ordinarily associated with 
careful examination of the structure and 
consequences of propositions. But I shall try 
to take the title given to me literally, and 
make something out of it. If taken, meta¬ 
phorically, it gives us an interesting point of 
departure for an analysis of India's political 
evolution. Examination of a structure of 
propositions must minimally include two 
related operations -(i) examining their col¬ 
ligation, and (ii) an enquiry into the way they 
are grounded. First, in a critique wc try to 
determine the way one proposition is related 
to the n«it within a structure; and second 
we search for the often unstated or inexplicit 
premises on which the structure stands. Wc 
could liken, in a lighthearted sense of course, 
the structure and sequence of events in 
politics to a structure of that kind and sub¬ 
ject it to a similar enquiry. Translated into 
these metaphorical terms, first we would 
have to examine the colligation of important 
events, an outline of what we generally call 
‘political history’. In doing this it is import- 
tant not to forget the noiifinality of 
events—for instance, Patel may not have 
died in the early years of the Indian state; 
Nehru may have lived a few years longer or 
Indira Gandhi could have conceivably lost 
the leadership elections and such other en¬ 
tirely probable but unfactual occurrences.' 
Empirically minded scholars often deplore 
such considerations as fantasising or logical 
playfulness unworthy of serious historical 
enquiry. But it can be shown that empirical 
researchers are among the most persistent 
users of historical counterfactuals, that their 
use is both useful and unavoidable,^ to use 
Marx’s phrase, these are the social-scientists’ 
equivalents of the natural scientists’ use of 
abstractions and experiments. Of course, 
empiricaily, it is that event, that particular 
eventuality which occurred, which confers 
on the actual an ineradicable ontological 
privilege But think there is no incom¬ 
patibility between Marxist theory and a 
theory of politics which sees political affairs 
as mi indeterministic business, and its events 
as in a serious sense, nonfinal. The equi¬ 
valent in political analysis to the question 
of the ground must be the question of deter¬ 
mination, setting up an explanatorily 


satisfactory relation between the fundamen¬ 
tal structures of production arrangement 
and classes and political forces. 1 believe that 
the beauty of the Marxist concept of deter¬ 
mination is that it is not deterministic in the 
ordinary sense.By determination we mean 
the exact historical process by which 
.something—an event, a structure, a 
historical process -comes to acquire the 
distinguishing attributes (determinations) it 
has within oi in relation to a casual field of 
INUS conditions.' Within such analysts, it 
is possible to speculate what else may have 
happened by lifting the actual event over, 
destroying its self-cvideiicc and .seriou.sly 
contemplating its counterfactual states. 

It follows that the story of Indian politics 
can be told in two quite different ways, 
through two alternative but mutually rein¬ 
forcing constructions. I believe that the task 
of a proper Marxist analysis of Indian 
politics is threefold: first constructing inter¬ 
nally consistent accounts of our political 
history in these two ways, and then a more 
theoretical enterprise of making these con¬ 
sistent with each other. One of these would 
tell the story of structures (if structures are 
things of which stories can be told)’—a 
story of the rise of capitalism, the speci- 
ficitie.s of transition, the formation and 
maturation of classes, the internal balance 
and architecture of the social form, the 
making and breaking of class coalitions, etc. 
Such things take long periods to happen, and 
occur through slow glacial movements. 
Another story would have to be constructed 
in terms of actual political actors, suspen¬ 
ding the question of more fundamental 
causalities for the time being; it must be told 
in terms of governments, parties, tactics 
leaders, political movements, and similar 
contingent but irreplaceable elements of 
political narratives. The second story--the 
narrative of the Indian state—would be 
related to the successes (in its own terms) of 
Indian capitalism and its failures, but is not 
entirely reducible to them. For in the growth 
of a late capitalism like the Indian one, the 
social form of capitalism itself realises that 
the state is a historical pre-condition for 
much of its economic endeavours and for 
its political security. Paradmdcally, this state, 
which seemed remarkably stable and legi¬ 
timate when Indian capitalism was rdatively 


weak, has come into an increasingly serious 
crisis with the greater entrenchment of the 
social torm.'^ Attempted critiques of the 
Indian polity, to be convincing, must at¬ 
tempt to do the three things 1 mentioned 
earlier: they must try to plot the simple 
narrative line of this crisis, i e, provide a 
structure to the simple flow of political 
events. This is to be taken seriously as a nar¬ 
rative. Stories told of the same thing by 
various reporters differ: similarly, different 
types of narratives would differ as to where 
the ruptures lie, where the continuities, how 
much significance to accord to which inci¬ 
dent, etc.'' This kind of thing could be 
called an event-to event line of causality. But 
this simpler narrative account must also 
reveal a deeper causal profile related to a 
sinietural causal field’': it must show fun¬ 
damental structural incompatibilities whicK 
have expressed themselves through these 
upheavals. This could be called a structure- 
to-event causal line, in this paper, 1 have tried 
to show what kind of a political model migiH 
work in the structural analysis of Indian 
politics; but it is inadequate in two ways. 
Fi.st, the model itself is sketchy: and 
secondly, I have not worked out how the nar¬ 
rative can be fitted on to the workings of 
the model adequately. I believe optiroisticaily 
that such a model has better chances of 
suece.ss than earlier, more wooden ones 
generally in use. 

II 

Long-term structural compulsions on 
Indian politics, the choices of both the 
ruling bloc of propertied classes and the 
unorchestrated suMtern cla.s$cs, arise in 
ses-cral well known ways: (i) inclusion of the 
Indian economy in the capitalist inta- 
national market and its division of labour, 
(ii) the received structure of colonial 
economic retardation, and (iii) the fun¬ 
damental choice exercised by the leadership 
of the new Indian state in favour of a 
capitalist strategy of economic growth 
through a set of basic legal and institutional 
forms, e g, the format of legal rights in the 
constitution, the set of ordinary laws luKng 
economic and corporate behaviour, the 
enactment of indusuial policy and other 
similar initiatives. This was, in an historical 
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^idue, u, choice, whkA ohi^oosly str^iiites""' 
other choices. These structoi^ arid tbdr 
^internal evolution have lecdved a great deal 
^'Of analytical attention from Marxist 
{economists. For an analysis of the state, we 
'nliiwe to assume some well known Marxist 
''^Mopositions on the nature of India’s 
caiutalist devdopment. The social fonnaiion 
^'in India is generally characterised as a late, 

' backward, post-colonial capitalism* which 
'ffuiictionally uses various enclaves of 
^iMteapitalist productive forms.'** Politically, 
^/bowever, it would be wrong to assimilate 
r.v}jndian capitalist experience into either the 
Cistodel of late-backward European capitalism 
^^..the Russian kind," or into a lower late- 
pbackwaid form in which the imminent col- 
•'r^apse of an immature capitalism makes the 
^^borsibility of a socialist revolution 
^'lealistic'^ Although much of the Indian 
’" countryside still shows persistence of semi- 
finidai forms of exploitation, one can make 
^ a case tor a characterisation of the social 
ji^ form a? capitalism, for the judgment 
U'rinvolved in such things is not a matter of a 
’.'.'simple statistical or spatial predominance. 

£ Marx had, in the famous passage of the 
^ .Grundrisse provided a methodological 
.iitjunction about how to characterise such 
.- transitional economies through a complex, 

Khistorically inclined identification.'-’ lb 
'-translate his colourful metaphor is not 
; 'altogether easy—what docs the simile of a 
'. predominant light mean in precise economic 
. terms?—but it would be generally accepted 
. that the capitalist form predominates in 
; terms of controlling the economic trends of 
'. die totality of the social form. The capitalist 
. logic dominates and gives the general title 
to the economy through its ability to 
reproduce itself on an expanded scale, set the 
r ime, the targets for the economy as a whole, 
\.atid therefore to determine the historical 
.r logic of the totality of the social formation, 
ri Although there ate obviously other sectors 
. and types of production in the Indian 
-. economy their reproduction has been sub- 
wmed, both economically and politically, 
.■under the logic of reproduction of capital. 

^ is the second part of this nexus which 
‘ought to be of special attention in an 
.k analysis of the Indian state. 

In countries like India the process of 
rqModuction of capital depends crucially on 
the state. Although the state-capital connec- 
.;tkm has been extensively studied in empirical 
economic terms, surprisingly little theoretical 
has been made of this in the study of 
.ihe Indian state. Still, some minimal 
^generalisations'can be made as starting 
p^nts of a political enquiry. The state in 
.tlndia is a bourgeois state in at least three, 

.r inutually supportive; senses, (i) When we say 
^that a state is ‘bourgeois' this refers in some 
jijaip (chough this particular way can be very 
in various historic^ly concrete 
"idaseg)** to a state of dominance enjt^ by 
^he capitalist class, or a coalition of classes 
^kmdinted tv the bourgeoisie, (ii) The srate- 
Is bouigettis: i e; the sense in which we 
of the'parliainentary democratic form 
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government. This it not just a matter of 
registering that such forms historicaliy ajote 
during the period of ris^ capttalisin in - 
Europe and spread out through a process of 
cultural diffusion. Rather, the Marxist view 
would posit a stronger, structural connection 
between bourgeois hegemony (or domina¬ 
tion) and this form of ^he state.” It 
arranges a disbursing of advaitHages in a par¬ 
ticular way; and the donoeratie mechanism 
works as a usefully sensitive p^tical index 
as to when the distribution of disadvantages, 
which is hound to happen and intensify in 
a capitalist economy, is becoming politically 
insupportable This is the best construction 
of Marx’s idea that democracy was the most 
appropriate pal form for capitalist made. A 
more Lucacsian view would see this as a 
homology between a Marxist economy and 
a market-like political mechanism. Besides, 
it also lays down norms of management of 
interest conflicts in a way that eventhough 
political grievances accumulate, their 
political articulation does not assume a pitch 
and form which makes the minimal stability 
rcquia'd for capitalist production unob- 
tsunable. (iii) The state expresses anti ensure 
the domination of the bourgeoisie and helps 
in capitalist reproduction and a subordinate 
reproduction of other types of economic 
relations by imposing on the economy a 
deliberate order of capitalist planning. Those 
directive functions that capital, cannot per¬ 
form through the market (either because the 
market is imperfect or not powerful enough, 
or because such ta.sks cannot be performed 
by market pressures) the bourgeois state per¬ 
forms through the legitimised directive 
mechanisms of the state. The analysis of 
politics offered below takes such a minimal 
political economy argument on trust from 
Marxist economists. But what I offer here, 
in itself, is not a political economy argu¬ 
ment; b^use I do not subscribe to the view 
that Marxists trying to understand politics 
too do the same enquiry as the economists, 
i e. their cognitive object is the same. In my 
view, political scientists should not merely 
collect the political corollaries of the 
arguments of Marxist economists; their 
object is different. They study the ’other’, the 
political side. 

India has then a bourgeois state, but a 
state that is bourgeois in three different 
. senses. The last two features arc less pro¬ 
blematic than the first one. A bourgeois 
format of the state, or the bourgeois 
character of its le^l system, property struc¬ 
ture and institutions of governance jire 
clearly and undeniably evident.” These are 
revealed in. the Indian constitution—in its 
central business of laying down some limits 
and prohibitions through the rights of pro¬ 
perty, etc, although this serious and decisive 
core is surrounded by looser reformistic ad¬ 
visory clauses, and based on some necessary 
illusions of bourgeois powbr, like its extreme 
constructivism: the setiously believed 
by the early ruling elite; that patterns of laws 
can direct socUri rdations ratifer than reflect 


the constitutioitjU.: id. an' 

unreadable and agonising length,'^' 
However, the original constitution refleded 
the accepted social plan or design of the 
ruling elite at the time of independence, < 
unlike, the subsequent disingenuous ins^ 
tions of ceremonial socialistic principles.” 

A second institutional fhime was provided 
by the adoption of the objectives and 
increasingly proliferating institutions of 
planning, which explicitly acknowledged the 
role of the state in the reproduction of 
capital, and in setting economic targets in 
a way compatible with bourgeois develop¬ 
mental perspectives. 

Clearly, however, of the three reasons for 
calling our state ‘bourgeois’ the last two are 
rather external. They depend, in any case, 
oh the ftrst condition of this characterisa¬ 
tion, and it is the first condition which is 
theoretically most problematic. It is a 
straightforward case of bourgeois dominance 
if the state is ‘bourgeois’ because it reflects 
a state of bourgeois dominance over society, 
if the bourgeoisie's political predominance 
is symmetrical with its directive power over 
the productive processes in the economy and 
its moral-cultural hegemony. In addition to 
its economic control and directive power, 
states in advanced capitalist countries in the 
west employ what Poulantzas calls its ‘insti¬ 
tutional materiality’"* to reinforce, extend 
and elaborate its dominance. Our third con¬ 
dition can also be expressed in a Gramscian 
form: one of the crucial legal-formal prin¬ 
ciples of the capitalist state is the investiture 
on the state of the title of universality, a 
legitimate title to speak on behalf of the 
society ‘in general’; this includes an implicit 
admission that other interests, at least in 
their raw, economic form constitute a 'civil 
society’ representing the rule of particularity 
of interests. Clearly, in the Indian case, 
though it would be wrong to underestimate 
the survival of democracy for forty years, 
the Gramscian hegemony model of the 
capitalist state does not apply in any simple, 
unproblematic form.” It is suggest^ here 
that the Indian capitalist class exermses its 
control over society neither through a moral- 
cultural hegemony of the Gramscian type; 
nor a simp'e coercive strategy on the lines 
of satellite states of the third world. It does 
so by a coalitional strategy carried out partly 
through the state-directed process of 
economic growth, panly through the alloca- 
tionsd necessities indicated by the bourgeois 
deinocratic political system. Politically too, 
as in the field of economic relations, the 
Indian bourgeoisie cannot be accorded an 
unproblematic primacy, because of the 
undeniable prevalence of precapitalist 
■politick forms in our govertiaHee,'aiso, 
because the vulgarly precapkalist form in the 
political life of rural India must be ^ven ap-. 
propriate analyticat wdght. Auflbuting 
political dominance to the ^ii^st class ih 
a society in which the capitalist.form of 
ductien is stiR not eptkdy predominaiil^iilis 
raises some theoretical prpblemt. - 
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Manift» fn' India have eotnin^y sought 
to jolve thn theoreticai difflciiity by offer* 
ing a coaliUohal theory of class fiower.” 
Formerly, Communist Party literature 
asviTted that power in India was exercised 
by an illiance of two dominant classes, the 
bourgeoisie (in some cases the monopoly 
stratuiA of the bourgeoisie, in others, all 
fractions of the bour^iOisie as a whole) and 
the landlords who still enjoyed precapitalist 
privileges and control This picture did 
not standardly include the bureaucratic- 
manag^ial'intellectual elite as a distinct and 
separate element of the ruling coalition. In 
my judgment this was a flaw in the original 
model,^ and stemmed from the tendency 
to underestimate the significance of the 
political functions of the state, and to view 
the state as merely an expression of class 
relations rather than a terrain, sometimes an 
independent actor in the power process. In 
earlier Marxist analysis of the Fifties or 
sixties the historicai necessity of a coalition 
of power was derived from the inability of 
the bourgeoisie to seriousiy pursue; let alone 
complete, a bourgeois democratic revolution. 

The theory of a ruling ‘coalition* high¬ 
lights another essential point about the 
natire of class power in Indian society: that 
capital is not independently dominant in 
Indian society and state; and for a scries of 
other historical and sociological reasons 
singlehanded and unaided dominance in 
society is also ruled out for the other 
propertied classc.s. It is a political, long¬ 
term coalition which ensures their joint 
dominance over the state. So the coalition 
is not an effect or an accidental attribute of 
a dominance which is otherwise adequate; 
it is its condition. There arc several reasons 
why despite its weakness capital exercises the 
directive function in the coalition. By its 
nature, it is the only truly univcrsalising ele¬ 
ment in the ruling bloc;^-’ among the ruling 
groups, the bourgeoisie alone can develop 
a coherent, internally flexible development 
doarine. Precapitalist elements have not had 
an alternative coherent programme to oner; 
their efforts have been restricted mainly to 
slowing down capitalist transition, and 
ensuring comfortable survival plans for their 
own class. They have contented themselves 
by operating not as an alternative leading 
group, but as a kind of a relatively more 
reactionary pressure group within the ruling 
combine trying to shift or readjust the 
balance of piolicies in a retrograde direction. 

In class terms, the ruling bloc in India 
contained three distinct social groups and 
the strata internal to or organically assisted 
with them: the bourgeoisie, particularly its 
aggressive and expanding monopoly 
stratum, the landed.elites (whitdi underwent 
signiftcam internal changes due to the pro- 
ces.ses- of agrarian transfqrmation since 
independence) and last, but not least, the 
bureaiicr^ managerial eUte.^ It must hot 
be foigotl^ that’tbe policies followed by the 
nding bloie often,had consequences on'ita 


pwh structure and internal formatioiti;For 
insuuice^ as a result of the policies pursued 
over the long term, the structure of the 
classes themselves, especially of the latter 
two classes, underwent transformation. 
Although the redistributive aims of the land 
reforms were frustrated, they had some long¬ 
term effeas on the class structure of agrarian 
society, particularly its upper social strata. 
Over the longer term, as a result of the 
decline of feudal landlords, a newer segment 
of rich farmers came to replace them, in 
areas where the green revolution took place, 
a class of capitalist farmers. This has had, 
on all accounts, serious consequences for 
Indian politics. Similarly, the third element 
has also undergone a remarkable expansion 
of its size, areas of control and power in 
step with the growth of the state-directed 
apparatus of economic growth. 

lladitional Marxist accounts of the ruling 
coalition suffered, in my view, because they 
saw the bureaucratic elite as being too 
straightforwardly subordinate to the power 
of the bouigeoisie, and saw what was 
basically a coalitional and bargaining rela¬ 
tion as a purely instrumental one. Actually, 
this third group was a crucial element in the 
ruling coalition of classes. Although not 
bourgeois in a direct productive sense, 
culturally and ideologically it was strongly 
affiliated to the bourgeois order. This class 
was, even before independence, as some 
historical works show, the repository of the 
bourgeoisie’s ‘political intelligence working 
out a ‘theory’ of development for Indian 
capitalism, often ‘correcting’ more intensely 
selfish objectives of the monopoly elements 
by giving them a more reformist and univer¬ 
sal form.^ With the constant growth of the 
large public sector some genuine points of 
conflict between this bureaucratic elite in 
government and bourgeois emrepreneurial 
classes began to develop. Most significantly, 
however, they perform a distinct and 
irreducible function in the ruling bloc and 
its sprawling governmental apparatus. It is 
not only true that they mediate between the 
ruling coalition and the other classes, they 
also mediate crucially between the classes 
within the ruling coalition themselves. They 
also provide the theory and the institution^ 
drive for bourgeois rule. 

Finely, a coalition is always based on an 
explicit or implicit protocol, a network of 
policies, rights, immunities derived from 
both constitutional and ordinary la\^ which 
sets out over a long period, the terms of this 
coalition and its manner of distribution of 
advantages. Changes in the structure, 
economic success and politicfd weight of 
individual classes give rise naturally to 
demands for changes in its intemai hierarchy, 
and a renegotiation of the terms of the pro¬ 
tocol; and tfiscontented social groups use op¬ 
tions over the entire range of *exit. vt^ and 
iG^ty*^. lb understand the centrality of 
the third dement, and also how the logicof 
politics intersects with the logic of the 
eoonoiny, 1 suggest a fbrther distinction bet- 




wegfn what'if gnterally known udomhunct 
in Marxist theory and a dlfforent op«»tlbii‘ 
or terrain of what could be called gowiv 
nance. Domination is the consequence of 
longer term disposition of imeiests, and con-. 
trol over production arrangements; and in 
this sort of calculation the dominant classes 
in Indian society would be the bourgeoisie; 
especially its higher strata and (he rich- 
farmers. This is clearly distinct from govier- 
nance which refers to the process qf actual 
policy decisions within tlw apparatuses of 
the state Surely the stable structure of class 
dominance constrains and structures the 
process of governance; but it is quite dif¬ 
ferent from the first. This could be extended 
to suggest that the movement of pul^ie 
policies would be captured by a different 
concept which refers to coniigurationsr.of 
vertical clientilist benefit coalition that ti^ 
policies create among the subordinMe 
classes. Concessions to agricultural lobbies 
may create an affinity of interests among the 
targe and the small farmers, or say, ail those 
who sell agricuiturai produce on the market. 
Such benefit configurations are real, qnd . 
influence the policy-makers’ calculations of .0 
short-term political advantages accruing . ' 
from policies. These also ensure that actud, 
political configurations do not become sym- ’. 
metrical to class divisions in socirty... i 
Evidently, this does not turn the smalt - 
peasant into a part of the ruling bloc But 
while it would be nonsensical to see him as . 
a part of the ruling classes, it would be V. 
seriously unhelpful for political analysis to .. 
ignore such short-term nexus of interest built ' 
up by directions of policy, since what are 
generally known as welfare programmes are 
explicitly used in this way. We can account' ’ 
for some crucial shifts in political alliances 
in terms of such deliberate changes in benefit 
coalitions produced by public policy. 

The coalitional nature of the ruling group. 
has another serious implication fm pbUtical 
analysis. The groups that are incImM in the 
coalition do not share equal power: power 
within the ruling bloc is evidently hierar- ' 
chical. But if any of these classes is seriously - • 
dissatisfied and leaves the ruling bloc, thtd ' 
not only alters the structure of the coalition; 
but threatens it with political disaster. 
Theoretically, it follows, any serious pdiiicd 
move for each class or their represenutiwes 
within the coalition is two valued. These 
moves are of course in a general sense 
directed against the classes outside the bloc, 
but the choices of these moves have real. 
effects on the internal politics of the ruliii||^. 
bloc, if a common objective, say, iiT 
industrial policy, can be achieved by three. 
differently worked out policy options,.x, % 
z, their preference for these options wo^ 
be often differently ranked by different ib«a-. 
ponenu of the ruling bloc These would, 
result in different states of distribution of. 
long-term and short-term benefits, and 
among these benefits very often flgures tlm 
purely pt^tical strati advantage of having 
a favounfole format of procedure of ded- 
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liOlu. This son of a coolition theory may 
TkIp us undefsuuid concnele moves and deci¬ 
sions of pditical life and link these with con- 
figuraUons of class interests, rather than 
standard academic coalition theories which 
use individuals as their standard political 
actors, and plot coalition movements in 
reference to a formal minimality norm.t’ 


III 

r have suggested elsewhere^ that the 
story of Indian politics since 1947 ought to 
be seen in terms of a crucial initial stage of 
political realignments, followed by four 
ibirly commonsensically divided periods in 
our political life. 

REALIGNMENTS. I946-19S0 

In politics often beginnings, despite their 
comingeqt character, take on the nature of 
fundamental constraining structures over the 
long term. No state is able to erase its begin¬ 
nings completely; initiatives taken in for¬ 
mative years of the state tend to acquire 
foundational and determining character 
simply because of their historical priority. 
Political scientists have been, in my view, in¬ 
attentive towards the significance of this 
period of fast and crucial historical 
change;^ and consequently, discussions on 
Indian politics suffer from a myth of exag¬ 
gerated continuity between the late years 
of independence and the early years of 
independent power. 

The Congress which assumed power in 
1947 was not in many respects the Congress 
that won independence. The post-war years, 
after it was generally known that in¬ 
dependence was coming in the immediate 
future naturally saw a series of quick 
political changes. Besides, the formal con¬ 
stitutional structure that was adopted set the 
framework of the moves of different social 
classes and political actors for quite a long 
time, until constitutional and formal 
language fdl into sudden disuse after 
1969-71.^ Clearly, this period formed a 
crucial stage in the history of the Indian 
national movement. Earlier the objective of 
the movement was the rather abstract one 
of nuddng ind^ndence possible; now the 
objective of every political group within the 
br^ national movement changed into 
Struggling for determination of the structure 
of power of the independent state—not an 
abstract end of sovereignty, but a far more 
concrete question of the form of the society 
and material allocation of advantages. Dif¬ 
ferent political groups showed their common 
appreciation of this historical fact in their 
di^ering wi^s. Muslim separatism became 
imm strident in demanding a separate state: 
Communisu registered the same urgency by 
intensiiying their struggtes for acknowledge¬ 
ment of peasant rights. Congress groups 
responded to this climate of approaching 
power by greater ideological pt^risation 
andoystalUsation of political factions. And 
Oandhi. most interestingy and unpredic- 
ttWy of all, responded by suggesting that 


Congress, bearing the impiihi of an earl^ir 
age, ou^t to be disbanded in a typically 
theatrical convergence of the symbols of 
fulfliment and denouement. 

Alongside these secessions from the 
earlier ambiguous unity of a single na¬ 
tionalist movement there were significant in¬ 
ternal realignments within the Congress. 
Congress’ paradox of continuity began from 
its very early days. It is not only that Indira 
Gandhi’s Congress was very different from 
Nehru’s uilthough claiming continuity, 
Nehru's Congress itself was diffeient from 
the organisation it inherited. Within the ap¬ 
parent hegemony of the Congress over the 
national movement, these two years saw 
serious political realignments: and what is 
more, many of these tended to nullify earlier 
historical shifts in the Congress organisation 
in a reaiitiveiy radical direction. After 1942, 
socialists and their assorted allies came to 
occupy an important position in Congress 
in the Hindi beh, an area that has been since 
the mid-sixties the despair of radical groups. 
Popular mobilisation of a spontaneous form 
became widespread and be^ erupting out¬ 
side the formal .structure of the (Congress. 
In the years just before independence Con¬ 
gress was rising as a paradoxical mass wave, 
a wave which made its coming to power ir¬ 
resistible, but also a wave that the Congress 
leadership wished to see controlled rather 
than encouraged. For it may have meant, if 
it contained indefinitely, the crystallisation 
of an early radical popular challenge to its 
new government. 

When Congress assumed power, .since 
questions of social design and distribution 
of advantages through the legal form had 
become central, polarisation within the 
party naturally became more intense. Thus, 
the tussle between Nehru and Patel should 
be seen as a serious conflict of strategy 
within the ruling coalition, the outcome of 
which would have seriously affected the fate 
of the state, the nature of the economy and 
the even purely social formation of these 
classes themselves. This was not, as 
sometimes claimed, a straggle between a 
bourgeois and a radical petty bourgeois pro¬ 
gramme of development of the nation; but 
equally certainly, it was no mere personal 
tussle for power between individual factions. 
It was a conftict between two quite difterent 
strategic perspectives within the general 
direction of capitalist development. And a 
viaory of the more reactionary segment 
within the Congress could have meant great 
differences in public policy regarding the 
public sector, the extent of state control, the 
play of market forces, the nature of plan¬ 
ning and fordgn policy. Strategic differences 
assumed a sharp form between an old style: 
liberal, laissez-faire form of cai^taiist pro¬ 
gramme, and a reformistic state-centr«l 
strategy advocated by the Nehru supporters 
within the party. Eventually, the historical 
outcome of this strategy conftict turned out 
to be deeply paradox^. Through a com¬ 
bination of economic reaaonaUeneu and 
Ibrtoitous events (like Ifetd’i sudden death) 
the comparative lefcmnistt around Nehru 


w^ttwaliategicdihafetiMAniheODqilPM . 
though their complete dominance fat policy 
making had to wait till the second idan. But 
something else, less newsworthy and 
noticeable: also haimened at the same time 
within the Congress Party. This highly spec¬ 
tacular victory of the reformists concealed 
a more fundamental weakening of thdr 
forces. Through a series of political squab¬ 
bles socialists who were within the Coi^ieu 
gradually left the party—to form most of 
the time lelativdy ineffective and regionally 
limited opposition groups. Subsequently, the 
socialist groups in north India followed 
suicidal moves common among political 
parties under pressure of declinii^ mass sup¬ 
port. Under Lohia’s influence, they went in 
for slogans and motifs which they thought 
would stop the erosion of thdr base and turn 
north India into a socialist fortress. Actually, 
it turned eventually into a prison. Adoption 
of the parochial agenda saved their base 
temporarily in the north, but ensured that 
it could not extend its appeal or mass base 
in other parts of India. It was a heavy price 
to pay for an advantage which, eventually, 
did not last. Besides, the strong anti¬ 
communism of the socialists also precluded 
any collaboration between the two mejor left 
parties outside the Congress; though, had 
they worked together as a joint political 
pressure group for radicalisation of social 
policies and their implementation, it could 
possibly have counteracted the disingenuous¬ 
ness of Congress land reforms. 

However, the paradox was that the Con¬ 
gress was formally wedded to what we now 
describe as Nehruvian reformist programme 
at a time when the radicals inside the Con¬ 
gress became woefully weak, and whatever 
little striking power they had was mainly 
concentrated at the centre. From the early 
years of the government, because of the 
federal distribution of powers, practically all 
measures adopted towards any reform of the 
agrarian structure were effectively counter¬ 
manded by its own recalcitrant and more 
conservative state and local units. The. Nehru 
government, thus, began its career pill¬ 
ing false to its own adopted programmes. 
And the quick decliiK of socialist influence 
in the states of Bihar and UP where there 
had been strong peasant mobilisations in the 
not too distant past remains one of the laige 
uninterrogated phenomena of recent Indian 
politics. The departure of the reformist 
elements from the Congress led to a feeling 
among the small elite around Nehru of being 
encircled within their own party organisa¬ 
tion. It provided die initial condition for and 
pressure towards a ’passive revolution* 
strategy. 

Experimentation, 1950-1956 

Out of this historical situation arose the 
enormous programme of a capitalist 'passive 
revolution*” that the Congress ado^ ia 
the Ndini period. Fust of course: the pco- 
gnnfine of serious bourgeois land reftirais 
was abandoned through a combirunkm of 
feudal resistance: judl^ oonservadsen and 
eorudvinoe of state Cangreu leadenldps.” 
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Legal arrangement of property institutions, 
sanctioned by the constitution, reinforced 
iiich opposition and gave it juridical teeth. 
Thus the only way in which agrarian trans¬ 
formation could take place was through a 
cs-nservative, gradualist and ‘molecular*^’ 
proems, fwdal and other conservative 
resistance could be, in principle, broken 
down if the Congress encouraged the 
mobilisation of the masses and was willing 
to use the already achieved mobilisational 
levels for radical purposes consistent with 
its own programmes. But one of the central 
decisions of the Nehru government was on 
this question: even though it sometimes did 
not abrogate its reformistic programmes, it 
decided to give them a buntaucntic rather 
than a mobilisational form. For the Con¬ 
gress leadership, clearly, the political task 
after assuming power was to demobilise its 
own movement, not to radicalise it further. 
It also discreetly renounced promises of 
distributive justice which had come to con¬ 
stitute part of its informal programme in the 
last stages of national movement. The basic 
contradiction of Congress politics in these 
early years has been analysed in detail in 
recent academic literature: needs of long- 
term economic strategy and ideological 
legitimation in a poor country made an 
abstractly redistributive programme im¬ 
perative: but the ends of mobilising the 
effective levers of power in the countryside 
during ordinary times made dependence on 
rural magnates equally unavoidable.No 
party can, after all, expropriate its own 
power (as opposed to electoral) base. 

Although Congress was content to accept 
the continuance of semi-feudal rural power, 
elsewhere in the economy, it adopted massive 
plans for capitalist development. But such 
plans can assume quite different institutional 
forms and political trajectories. Evidently, 
the Indian elite decisively rejected a trajec¬ 
tory of satellite growth, a common destiny 
which befell most other newly independent 
third world states. Consistent with this 
general objective, the ruling elite adopted a 
plan for heavy industrialisation,' and institu¬ 
tional control of capital goods industries 
through the state sector, a largely untried 
experiment at the time in the underdevdoped 
countries. Economic plans led to some 
serious shifts in the internal power distribu¬ 
tion of the society, though primarily within 
the elements of the ruling bloc itself. 
Political mistrust of foreign capital and a 
lesser extent of the potmitial power of the 
private capital in India led to much of this 
new, crucial and politically privileged seg¬ 
ment of the economy to be given over to a 
.new and fast growing public sector, in the 
face of strong politick opposition from 
.internal conservatives.*’ 

The laiger theory and the economic pro¬ 
jections for diis large state-controlled sector, 
which, in turn, coiArolled some crucial 
.parts of the larger economy by financial 
mechanisms, came from a new bureaucracy 
of economic-and techidcal personnel who 
entend lat^ the earlier mow limited format 


of the colonial law and order bureaucracy 
and changed its structure and practices. 
Planning assisted and ideologically justified 
an enormous expansion of a ‘welfare 
bureaucracy* which set in motion some 
internal conflicts in the administrative 
apparatus of the .sute, e g, the debate about 
the relative decisional weight of the 
technocrats and bureaucrats, and more 
crucially, the division of their respective 
domains of control. At the general level, 
howewr, they had some common interests. 
They gr%tefrilly accepted the chance for a 
quick proliferation of bureaucratic occupa¬ 
tions, and a consequent tendency to bring 
under bureaucratic administration any new 
field of social activity. And since the deci¬ 
sion about how much bureaucracy should 
expand was made by the bureaucracy itself, 
though occasionally under some thinly 
assumed disguises of committees and 
commissions, it is not surprising that this 
sector spread rapidly in size and increased 
its strategic control at the expense of more 
traditional controllers of productive 
resources. This led in the long run to the 
growth of a large non-market mechanism 
of allocation of resources, a process which 
was originally justified by ‘socialist’ 
arguments of controlling private capitalist 
power, but shown by later events to be 
increasingly prone to arbitrary distribution 
of economic patronange by politicians. 
Originally, this social group had 
enthusiastically supported the .spread of an 
intricate regime of controls through licences, 
permits, government sanctions which they 
saw slipping out of their grasp and being put 
to retrograde uses. So that eventually, this 
entire state-directed economic regime could 
be .singled out for criticism for its political 
arbitrariness, and inefficiency; although 
actually the public sector is criticised by- 
using examples of travestying the function¬ 
ing of the public sector.’* Any way, 
politically, this allowed the bureaucracy to 
have control over other peoples’ time frames, 
if not actual decisions. The more Nehru was 
politically weakened inside the party 
organisation, the greater the resistance at the 
state level to his reformist policies, the more 
Nehru was forced into the passive revolution 
logic of bureaucratisation, which saw the 
people not as subjects, but as simple objeas 
of the development process. The theoretical 
understanding behind this development 
strategy was also in serveral ways exc^bvly 
rationalistic: it falsely believed that external 
^experts' naturally knew more about peoples’ 
problems and how to solve them than those 
who suffered these problems themselves. By 
the mid-fifties such an over-rationalistic 
doctrine became a settled part of the 
ideology of planning and therefore of the 
Indian state ‘The state*, or whoever could 
usurp this title for the time being, rather 
than the people themselves, were to be the 
initiators and more dangerously, the 
evaluators, of the development process. A 
partly superstitious reverence for natural 
science, undeservingly extended to 
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economists, sociologists and similar other 
pretenders to absolute truth,justified a ■ 
theory which saw popular criticisms of state- 
controlled growth as ‘civic disorders’. Every 
advance of this rhetoricised bureaucracy in 
the control of social life was celebrated as 
a further step towards a mystical socialistic 
pattern of society in which although 
‘socialists’ controlled state power economic 
and distributive inequality of other sorts 
rapidly increased. Although it is important 
to undermine its unfounded and arrogant 
‘sodalLstic’ claims, it would be unrealistic nm. 
to see that this state, under this particular 
balance of its ruling bloc; worked out a fairly 
elaborate theory of import-substituting 
industrialisation, and ran a limited,** in the 
sense of unevenly spread, system of 
parliamentary democracy. l\vo points 
however have to be mentioned about the 
internal balance of the regime. Successful 
functioning of this regime depended on, 
first, the existence of a strong constitutional- 
legal system, which enforced legal respon¬ 
sibility; and secondly, it worked successfrilly 
in the early years because the relation 
between the bourgeoisie and the new 
bureacuracy was relatively antagonistic, 
rather than collusive. Bourgeois political 
interests attempted to fight it out frontally, 
in an ideological battle: trying to argue 
through political doctrine that a more 
market-oriented approach would be better 
for economic growth, rather than allow tlw 
ceremonial programme to stay, and buy. 
surreptitious reprieve from its rigours 
through large-sc^e corruption.- Both these 
conditions were reversed in later years. 

Consolidation, 1956-1964 

To emphasise these features of the 
political economy of the Nehru years is not 
to deny that modern India is still held 
together by a partially infringed frame which 
comes from his period, despite the best 
efforts of the party he had once led to break 
down its structural principles during the rule 
of his political successors.** Unfortunately, 
Indira Gandhi and Rajiv Gandhi can be seen 
only as his filial, not his political inheritors. 
If his policy frame has not been entire^ 
destro^ it is certainly not from any want 
of effort from his party or those who 
followed him into power. Nehru’s historical 
importance is signalised by the fact that any 
programme of bourgeois reconstriKtion stlH 
speaks of a return to his ‘system’ as opposed 
to the later Congress performance in tbk 
political and economic Helds. 

It is false to claim, as Nehru’s official 
admirers often do, that Nehru was a polftleal 
theorist who had worked out a prior stiiteiy 
for ‘independent capitalist developmeftt* 
which he slowly unfolded when in power, la 
fact, he was no theorist; but he had an over¬ 
whelming sense that political programmes 
in countries like India must be set in the 
frame of objectives in the historical long- 
terror so that, for him, political ideology 
meant an interpretatioii of historiciti 
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While celebrating the birth centenary 
of Jawahailal Iwu, we admire his 
abkiing passion and deep concern 
for the upliitment the 
down-trodden, the peasants, workers 
and the common people, and his 
conunitment to improve the IMng 
conditions of the poorest of the poor. 
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^sribUities rather than iwpultot glrnmicksl 
flehru's legifne thought si^ously that reduc¬ 
tion of poverty would necessarily be slower 
in a state in which legal bourgeois rights to 
property exist; Indira Gandhi’s regime cheer¬ 
fully promised its abstract eradication in the 
elections of 1971. though none of the con¬ 
ditions which forced Nehru’s hesitations had 
gone away. Although no theorist, Nehru cer¬ 
tainly had a statesmanly nose for reading 
the dialectic of the concrete', and i .e picked 
up the elemmits of a fairly coherent social 
and political design, as he went along, 
mainly reading the logic of colligation bet¬ 
ween one basic policy and the next. Use of 
political power by a ruling elite involves 
serious recursive calculations about effects 
of earlier policies and ensuring conditions 
of success of one policy by means of others. 
If the bloc in power survives over, a long 
enough time, .this makes it likely that a 
coherent policy design would gradually 
eraetge. But here again a prior political con¬ 
dition is that the elite must feel securely in 
power, and work on a certain short-term 
dissociation between political objectives of 
continuance and economic distribution and 
creation of resources. It is this which can 
allow tying up resources in investments with 
longer periods of gestation, against the 
temptation to use resources in the form of 
direct subsidies to volatile sections. Since 
Nehru’s regime never had serious doubt 
about its electoral future, it could embark 
on programmes like the Second Five-Year 
Plan; for later governments similar uses of 
economic resources under government con¬ 
trol became politically unfeasible 
' Although Nehru did not enter office with 
a fully worked out programme he did even¬ 
tually create a distinct policy design, in its 
flital form, its elements were internally 
coherent. Ftolitical stability and realisation 
of independence of decision required an 
improvement in the food situation, since 
American food aid, from early on. was used 
to exert political pressure on basic policy 
issues. This meant that in foreign policy 
India should seek alternative sources of 
international support. Parallel considera¬ 
tions of protecting political sovereignty of 
developmental decisions led to the major 
thrust of the second plan towards a primary 
sector industrialisation. Gathering the results 
of these policies depended to ajarge extent 
on keeping these sectors of t6e economy 
under ^rect control of the state. Driven 1^ 
pcrfitical-economic calculations of this kind, 
the Indian state opened up its diplomatic 
relations with the USSR. Of course a whole 
range of external circumstances helped this 
process of a surprising connection between 
the leading socialist state and the country 
in/the third world in which capitalism had 
a somewhat greater chance of success. This 
was greatly helped by the fiut that the USSR 
pursued in its foreign policy minimal objec¬ 
tives ks opposed to the US's unpractically 
maximalist ones.'" This mutual need was 
the ground for early friendship between the 
two countries rather than Indian attempt to 


build a version of socialism, or Soviet 
assistance to a regime tryidg to build a ‘non- 
capitalist form* of society.,^' 

However, there were two ways in which the 
Nehru model was subverted by later political 
initiatives; much of it was an inversion ‘from 
inside’ as it were, as in case of bureaucratic 
control over the economy—turning the 
power of overriding market mechanisms by 
the state over to the service of arbitrary gran- ‘ 
ting of favours to pliable corporate houses, 
companies and individuals. On some ques¬ 
tions. however, there was a more explicit 
reversal of formal government policy about 
generation of growth and managing its 
distributive effects. One significant clement 
of the Nehruvian growth model discussed 
at length duriiig the finalisation of the 
Second Plan was the connection between the 
industrial and agrarian strategics, a doctrine 
decisively rejected during Indira Gandhi’s 
regime. A strong push towards industrialisa¬ 
tion in the heavy industrial sector was sup¬ 
posed to be related to a parallel drive for 
land reforms through a large programme for 
co-operativisation. This involved pressing 
the reluctant and procrastinating state 
governments to enact mote serious land 
reform legislation. Government doctrine 
asserted that requirements of raising surplus 
resources for the massive industrialisation, 
increasing agricultural productivity, preven¬ 
ting a fast cost-push inflation—all these 
objectives could be served by change and 
redistribution of control over land and 
resources in the rural sector in a more 
egalitarian direction. The Nehru regime, 
with its finer sensibilities about legal pro¬ 
priety, felt legally handicapped, because land 
came under the state list in the constitutional 
division of powers.^^ Indeed, the federal 
division of powers could be seen in terms 
of our model as a coalitional proposal 
directed at the regional bourgeoisie and 
dominant agricultural interests giving them 
relative autonomy in their own regions. 
Insistent requirements of capitalist develop¬ 
ment now threatened to infringe that agree¬ 
ment within the protocol. Besides, the 
decline of the zamindars and direct feudal 
landholders left the field free for accumula¬ 
tion of power in the hands of a stratum of 
richer farmers who wished to inherit 
political immunities implicit in the initial 
protocol. This introduced a conflict of 
interests within the structure of the ruling 
coalition in India, the effects of which were 
sigiHfl'cant in the long-run. blehru's policy 
initiatives in the late flflies and early sixties 
led to a double process of polarisation in 
politics. Government initiatives in three 
interrelated areas—creation of heavy 
industries in the public sector, increasing 
reliance on Soviet assistance in their con¬ 
struction, and the pressure from the plan¬ 
ning element in government for changes in 
the agrarian sector towards co-operativisa- 
tion—led to sharp criticisms of the Con¬ 
gress. Individual oqiitaltsts, sometimes even 
the entire class, have to \>t pardoned for 
occasionally failing to see what was to he 


beneficiar to the' sj^to^ at a whole Thehi.: 
Nehruvian policies, ctiebrated now as. 4- 
triumphant design for successfol construc¬ 
tion of retarded capitalism, came under 
strong fire from a panicking combine of 
representatives of proprietary classes.'Cod- 
gress* industrial policies were interpreted as 
the thin end of the socialist stick; land 
reform proposals, shamefully mild and 
solidly bourgeois, appeared to them as a pro¬ 
gramme of an agrarian revolution from 
above; the public sector intended merely to 
displace the centre of control towards the 
state was seen as an attack on private enter¬ 
prise For the first time a large right-wing 
coalition of conservatives inside and outside 
the ruling party seemed to be emerging. ' 
Political consequences of such mis¬ 
readings of Congress policy were con¬ 
siderable IWo trends of political realign¬ 
ments began soon after the adoption of the 
Second Plan package of policies. Grievances 
against industrial policy and related issues 
led to the formation of a Swatantra party; 
but more significant changes happened in 
the rural political scene Congress pressure 
for co- operativisation came just at the time 
when the beneficiaries of the agrarian 
changes were enjoying the first impulse of 
their power. I'his led to serious shifts within 
the ruling bloc. Although in terms of 
distribution of unequal benefits, the rural 
elite must be considered to have been part 
of the ruling coalition, they constituted un¬ 
doubtedly its most quiescent part. Imaginary 
threats of disadvantage," but more con¬ 
cretely, grievance against the fact that they 
were not getting a larger share of advantages, 
and that their rising economic power was in- 
suffidently translated into political authority 
because they thought the rules of the 
parliamentary game constantly wrong 
footed them, made them increasingly 
restive." The farmers’ groups, in other 
words, demanded a more equal share of the 
fruits of inequality. There was a large scale 
exodus of farmer support from the Con¬ 
gress, and formation of regionai farmers 
groupings. This should be seen in my judg¬ 
ment as a move by these two subordinate and 
quiescent groups to set up relations across 
the boundary of the coalition with other 
dispossessed groups." All over India but 
particularly in the more agriculturally suc¬ 
cessful stat^ peasant parties sprang up, and 
became part of the growing opposition blocs 
in the fourth general elections. Their typical 
leaders were Charhn Singh and Rao Biren- 
dra Singh—the latter more typical than the 
. former, because he later rejoined the Con¬ 
gress. Because his self-iespect was not plastic 
enough Charan Singh could not do that. 
Some of these disgruntled elements retain¬ 
ed their loyalty to the protocol by announc¬ 
ing that they- would retain thdr Congress 
labels with suitable adjectival motHflca- 
tion.^ The fate of the two critical 
re^nments were eventually vny different. 
Relative success of the policy of heavy 
industrialisation and the Swond Han was 
soon generally accepted even the 
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teeiicHitot Wuig^is' grraiM; and' "the" 
Swatanira party consequently sank into 
political irrelevance. But the session of the 
farmers’ lobbies over much of northern 
India. led first to a political debacle of the 
Congress then to internal changes in the 
Congress policies. Their withdrawal of sup¬ 
port for the Congress weakened it seriously 
in both class and party terms: and the Con¬ 
gress leadership saw it as a double-valued 
move: an exercise of the exii option, which 
concealed a proposal to return if the pro¬ 
tocol wa.s restructured in their favour. In 
coalitionai politics every threat is an offer. 
Changes in Congress policy in agriculture 
towards a ‘technical’ solution of the food 
problem, through heavy government invest¬ 
ment in ‘advanced* sectors which was known 
to be likely to result in an accentuation of 
rural inequality, showed that Congress had 
read this move correctly, and was prepared 
to make alterations in its policies to accom¬ 
modate ambitions of the regional farmers* 
groups. 

Foreign policy issues so heavily dominated 
the last years of the Nehru peiiod that some 
of the long-term consequences of his pro¬ 
gramme of passive resolution took longer 
than normal time to surface. Imbalances left 
behind by Nehru's government affected 
policies of the successor regimes. Its im¬ 
balances threatened to rupture the coali¬ 
tionai unity of the ruling bloc by creating 
a rift of iniea'st between the bourgeois, 
bureaucratic, urban segment and the 
regional bourgeois interests and agrarian 
propertied classes.'*'^ 

This picture of the Nehru period should 
not be taken as an unhi.siorically one-sided 
and pessimistic one. Although all third world 
societies with ambitions of capitalist growth 
have failed, I do not deny that the Indian 
society has failed much belter than 
others.** There arc undoubted advantages 
of the Indian case over other competing 
models like Pakistan, or now more fashion¬ 
ably South Korea. It is obviously better than 
the tinpot but nonetheless vicious dictator¬ 
ships in Latin America and also some un- 
produciively austere regimes in Africa given 
prematurely lyrical reception by radicals in 
the sixties. Such succes.se$ of the Nehru 
regime are accepted, but remain unstated 
here; because I primarily intend to draw 
something of a causal line from what we 
consider our ’best’ period to our worst. 

Instability, I963-I97S 

Contradictions of the policies of the 
Nehru period surfaced after the somewhat 
artificial national unity of the mid-sixties 
disappeared. Nationalist hysteria naturally 
creat^ a temporary alliance of sentiment 
which brought together political forces from 
the hard right to the mild left into an easy 
patriotic combination that isolated the 
communists, especially, the CP1(M). But the 
artificiality of this was shown by the fact that 
in three years after Ndiru’s death left forces 
could tegrotip siifnciently to form coalition 
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India passed through a deep political^isis 
m the few years after Nehru’s death, a crisis, 
that, in policy terms, was firaught with the 
most serious retrograde possibilities. An 
orchestration of pressures—from both inter¬ 
nal and external reaction—created a situa¬ 
tion in which the Nehruvian plan for a refor¬ 
mist capitalism with its policies of public 
seaor, state control over resources, planning, 
a relatively anti-imperialist foreign policy 
could all be renegotiated.^ Indira Gandhi’s 
government initially gave in to some of these 
pressures, its most celebrated collapse being 
the acceptance of devaluation of the rupee. 
In the fourth general elections, Congrras for¬ 
tunes declined alarmingly, and it was evident 
that to get out of the deepening politico- 
economic crisis, the. party needed some 
drastic measures. Initiatives taken by Indira 
Gandhi in the years after 1967 shov^ that 
in her view Congress was facing a crisis of 
legitimacy. Unlike the years after indepen¬ 
dence, it was not seen as a force of 
redistributive change, but a conservative 
party underwriting social inequality. 
Ix'gitimao' could be reviewed by restating the 
objectives of distributive justice with 
dramatic splendour. Some changes in 
economic policy were evident from the early 
years of the new regime, particularly, the 
reversal of the earlier policy on agriculture 
with an implicit acceptance of the inequitous 
social consequences of the new line, and 
gradual decline of emphasis on planning” 
and the policy' of large public investments.*^ 
Politics of the Indian slate and the Con¬ 
gress Party entered into a different historical 
stage by the fourth general elections. Earlier, 
elector^ survival of the Congress, the simple 
control over governments which was a 
precondition for making and shaping 
policies, was never the question although 
Nehru’s electoral majorities were never 
dramatic. Going by purriy electoral statistics, 
Nehru would appear retrospectively to have 
been permanently insecure, enjt^ing unspec- 
tacularly simple majorities in parliament. By 
contrast, Indira Gandhi and Rajiv Gandhi 
would appear unassailably secure, riding 
great waves of popular affection. This only 
shows, in the face of much political science 
of the last twenty years, that electoral 
’behaviour* is a rather poor indicator of 
what a people politically does to itself. 
Actually, there was a displacement of the 
question at the heart of these elections. 
Formerly, the major question was not 
whether the Congress would remain in 
power. It was assumed that it would, the 
debate was about its policies. After 1%7, 
every time, except the last elections, the ques¬ 
tion was whether it would remain in power 
or not. Thus politics revolved around real 
ideological issues— what should be the path 
of national development, what would be the 
distributive character of economic growth. 
After >967, attention of Congress politicians 
went entirety into electoral issues and the 
matter of staying in power. In my view, con¬ 
trary to what is often said, Indira Gandhi’s 
politics became decidedly less ideological.” 


By a popuUst move Indira Gandhi solved 
this Sectoral crisis of her party.** But long¬ 
term effects of her policies have created a. 
crisis of a different kind. Congress politics 
was marked by a paradox of continuity. No 
one would normally claim that Indira 
Gandhi wished to take the country on a very 
different line of development or diverge 
sharply from the policy design left behind 
by Nehru; yet no one would probably claim 
that she left this design unsdtered, or dmy 
that her initiatives or interpretations have 
had serious negative consequences for the 
Nehruvian model.** 

It is not necessary to retell the melancholy 
narrative of how quick but indecisive 
victories contributed to a long-term crisis of 
the state, and how the state structure was 
centralised to such an ntent that political 
difficulties of the leader or the government 
party became generalised into crisis of the 
entire state.** We shall simply mention the 
political shifts introduced by her ‘pragmatic* 
translation of Nehru’s political strategy.*'' 

In one sense, Indira Gandhi faced a situa¬ 
tion similar to the one Nehru had encoun¬ 
tered, with the difference that she obviously, 
in the mid-sixties, lacked Nehru’s irreplacea- 
bility within the party. Thus by the logic of 
the situation she had to intensify the passive 
revolution features of the Nehru period, 
often however to a point where these tended 
to subvert their own original purpose. Con¬ 
trol over government initially, because of the 
parliamentary format of political power, 
depended on her control over the party. 
Since after Nehru effective power within the 
Congress had shifted to the state bosses^ and 
the>' could and did mount an offehsive 
against her leadership position, she set about 
systematically undermining slate Congress 
caucuses. This had two types of effects: first 
party posts and patronage at the state levels 
shifted towards less effective leaders, who 
had no political base in their states. Though 
on some occasions the process of replace¬ 
ment of older Congress leaders by the new 
type was accompanied by ideological 
rhrtoric—for instance, the new leaders being 
dedicated removers of poverty—this was not 
taken seriously by the public or the pretence 
kept up for too long. No one suspected the 
new leaders of ideology. In the event, most 
of them proved themselves to be men of 
astonishing doctrinal suppleness. In the days 
of the socialist forum they thought only 
socialism could end Indian peoples’ suffer¬ 
ings; but during the emergency they were 
quick to appreciate the advantage of the 
Brazilian path; and some; the subtlest of all, 
declared in the days of the Shah Commis¬ 
sion how they had nothing to do with the 
Emergency regime except helplessly enjoyed 
its benefits. Secondly, after the fall of the 
earlier, older generation of state leaders, 
Indira Gandhi’s Congress did not allow elec¬ 
toral processes to be revived, and these 
organisations, nominated from the centre, 
remained completely ineffective. The resul¬ 
tant ineffectivity of state Congress machi¬ 
nery made it inevitable that power would be 
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tihified even more towinds a bureaucracy^* 
which would soon declare itself ‘comthhted’ 
to unspecified ideals**. This should not be 
seen as an aigument that prettifies older 
-state leadership of the Congress. Earlier 
leaders of the Congress, like Atulya Ghosh, 
S K Patil or Nijalingappa never enjoyed 
great moral stature and dealt in quite a 
malodorous form of patronage politics, and 
thus Congress did nut have much moral 
eminence to lose. But the new leaders were 
not products of even local factional con¬ 
flicts; they were simply imposed on state 
parties externally. They were not even sig¬ 
nificantly hated. But merely unspeakable 
non-entities. In such circumstances, it was 
hardly surprising that although securely in 
power as long as they enjoyed the confidence 
of the central leadership, these leaders lacked 
the ability to resolve state problems or 
serious regional conflicts, and tended to send 
up all local issues for a central settlement. 
But the advisers of the Gandhi regime read 
timr shirking of responsibility as a touching 
mark of loyalty. Although this showed their 
loyalty to the centre and kept them gainfully 
underemployed, it tended to overload the 
centre in terms of the sheer number of deci¬ 
sions. In effect, this also shifted the power 
of decision from those who knew .state 
politics to those who knew it less, and ac- 
. counts perhaps for the wildly fluctuating 
pragmatism of Congress rule in the states 
after 1971.**’ The new state leaders lacked 
the ability to hold political equilibria in the 
states by creation and manipulation of in¬ 
terest coalitions and factional politics --an 
unpleasant but efficacious art that Congress 
leaders had perfected in the earlier period 
of condominium with a more distant, non¬ 
interfering centre. 

Destruction of .state-level Congress 
organisations was not accidental: fui it hap¬ 
pened not only at the time Indira Gandhi 
was under pressure, but continued way 
beyond 1971 when she was in uncomested 
control of the party and the state, and Con¬ 
gress went on with unembarrassed cheer¬ 
fulness with nominated state committee.s, 
reducing state leaders to mere clients rather 
than supporters of the central authority.*' 
Thus, Indira Gandhi changed the Congress 
into a highly centralised and undemocratic 
party organisatiem, from the earlier federal, 
democratic and ideological formation that 
Nehru had led. It should be a minor issue 
of Indian politics that the country which 
vowed to defend democracy in India could 
not retain it inside its own folds. Also, the 
earlier unstated doctrine was that a strong 
centre could be based only on powerful 
states; in her regime, the power of the state 
governments and of the centre began to be 
interpreted in entirely zero-sum terms, ir¬ 
respective of whether states were controlled 
by the Congress or opposition parties.*^ 
Eventually, we witness a further paradox of 
power. The Indira regime's answer to the 
general sense of a gathering crisis was an 
obsessive centralisation that defeated jts own 
. purpose. She was arguably a more powerfkil 


pHthe ministff 'than Nehrii in terms of con¬ 
trol over the party and the state. But she 
presided over a system which had become 
though centralised, actually far weaker, and 
certainly more. 

Gradually, the redundancy of the state 
parties also extended to the centre, and ef¬ 
fective power shifted entirely to the govern 
mental echelons. Ceremonial leadership of 
the Congress party became a redundant 
function: cither Indira Gandhi herself was 
the leader, but she derived her legitimacy 
from being the premier; or when it was 
someone else, his position was purely 
decorative. This development implied the 
destruction of one of the checks within the 
Nehruvian structure: the party could often 
balance the governmental wing. Except for 
the times of elections, Indira Gandhi ran 
what could be ironically called a partylcss 
government, in which, symbolically, some 
of her minor office functionaries assumed 
more importance in term.s of access, timing, 
powers of facilitating and dejaying decisions 
than senior party leaders. 

But this decline of the party could not 
have happened had not Indira Gandhi 
changed the entire nature of politics. This 
new, populist politics turned political 
ideology—a serious disputation about the 
social design during the Nehru era—into a 
mere electoral discourse, use of vacuous 
slogans not meant to be translated into 
government policies. Shift of the Congress 
to populist politics quickly set up a new 
structure of political communication in 
which Indira Gandhi could appeal directly 
to the electorate over the heads of the party 
organisations. The relation between the 
party and its leader was turned around: in¬ 
stead of the organisation carrying her to 
power, she carried them. Naturally, Congress 
became a less serious political mechanism, 
because both of its significant functions were 
slowly taken away: elections were vVon by 
Indira Gandhi's ability to directly appeal to 
the masses; daily governance was .slowly 
given to the official government machinery 
and an increasingly politicised administra¬ 
tion. During its great electoral victories in 
the early seventies, amidst the celebrations, 
the Congress party as a political organisa¬ 
tion died an unremarked death. 

A natural correlate to this was the gradual 
shift of political (as opposed to administ¬ 
rative) tasks to the higher echelons of the 
bureaucracy which became increasingly 
more powerful at the cost of becoming more 
politici.sed.** As the logic of modern 
bureaucracies is centralist, this aided the 
tendency towards a mindless centralisation 
of increasingly irresponsible power. Counter- 
v'ailing institutions gave way, through a 
simultaneous decline of parliament and the 
court—though the first was less remarked 
because much of its humiliation and inef- 
fectivity was self-inflicted. Majorities 
became so large as to make (heir tending and 
discipline unnecessary, leading eventually to 
the comic situation of the present Congress 
party worrying about the attendance of its 
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Although Short-sighted bureuibrats nub' 
have initially rejoiced at this accession of 
power, often misreading this u an instru¬ 
ment of reformist policies, it was graduaUy' 
realised that bureaucrats could not always 
perform tasks of political leaders, and the 
decline of procedural civilities of capitalist 
democracy could be eventually used to the 
detriment of alt elements. Particularly fatal 
was the loan that the CPI lobbies made to 
tKe Congress of its own slogans, symbols, 
argument and language—to their own detri¬ 
ment as it turned out in 1976. 

A remarkable feature of the new politics 
was the quickening of the political cycle. 
Indira Gandhi had carried her party to 
power in 1971 on promises which were more 
radical and proportionately more unrealistic 
than earlier programmes. Factors which 
obstructed the realisation of milder promises 
still remained, and equally prevented any 
realisation of the stronger promise, if of 
course this was literally taken. Governments 
had to count the wages of such populism 
sooner than expected. Under Nehru electoral 
majorities of the Congress had never been 
comparably large: yet none of those ad¬ 
ministrations had difficulty in seeing 
through its appointed constitutional terms. 
Remarkably, after Indira Gandhi’s victory 
in 1971, no governnteni has actually lasted 
its term. By 1973 Indira Gandhi’s large 
parliamentary majority notwithstanding, she 
was in deep political difficulty. The Janata 
government, with a large majority, lasted 
barely three years. Indira Gandhi, in her se¬ 
cond term in power, was politically in trou¬ 
ble at the time of her death. This calls for 
some explanation. In fact, the textbook 
translation of electoral majorities into ad- 
mini.strative capability to rule was failing to 
take place. Indeed, it seems that the larger 
the majority of the government, the more 
difficult it finds the general business of 
orderly government. I have claimed else¬ 
where that this is due to a change in the 
nature of the elections—which was initiated 
by the government party, but later used by 
the electorate to register its protest against 
the current political dispensation. 

Elections have turned increasingly into 
populist referendums, in which a highly 
emotive, rhetorical issue is placed before the 
electorate immediately before the polls, 
screening off from view the mixed record of 
an incumbent regime. This gave these 
governments exaggerated electoral majorities 
without clear mandates; but, more signi¬ 
ficantly, it destroyed the effectiveness of the 
eleaoral mechanism as a registo-of popular 
dissatisfaction. Thus, governments wMcH a 
few months earlier achieved massive man¬ 
dates could face equally massive popular 
movonents, as happened in Gujarat in 1974. 
Popular criticism of governmental perfor¬ 
mance, deprived of its le^tiraate chaiinei in 
elections because of populism spilled out on 
to the streets. Indira Gandhi's ansafer to 
previous electond instability under opposi¬ 
tion rule in the suites was not mudb better 
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rediiie^'bttt ibuni^dhied. In^^ Of unstable 


oppOitttonooalteioas following one t^ion the 
other, now ^ally unstable Congrets coali¬ 
tions followed In quick succession; and since 
Congr^ did not have a clear programme 
)n4eri^s of policies they could follow widely 
diveigent trajectories in distributing benefits 
to social groups. 

Evolution of the Congress in the yotrs of 
Indira Gandhi ought mn to be seen in purely 
party or governmental terms. I have sug¬ 
gested that the Congress debacle in the late 
sixties was related to a threatened secession 
of the rich agrarian groups from the ruling 
coalition. But as every threat is an offer, it 
represented their willingness to return to the 
fold with the terms of the protocol renego¬ 
tiated in their favour. Under the pressure of 
the emergency, and partly through the 
systematic concessions given to the agrarian 
rich,'Congress gradually got them back into 
its fold. Congress organisational positions 
were made upon to these politicians unused 
sometimes to the subtleties of bourgeois 
democracy. Agricultural policy of the 
government showed reluctance to cither tax 
or impose other levies on the major benefi¬ 
ciaries of the process of green revolution. 

The emergency of course overshadowed 
all other politick questions for sometime. 
Although initially defended by seemingly 


economic arguments the emergency regime 
soon ran out of arguments of justification 
in redistributive terms. Politically however 
it showed an extreme point of centralisation. 
It showed literally how a personal crisis of 
the leader could be turned into a political 
crisis of the state. It showed how through 
a combiiution of centralisation and suspen¬ 
sion of normal constitutional procedures of 
responsible goverrunent, actual power could 
shift to extra-constitutional caucuses. In a 
country with such a rich and varied culture 
of past tyranny this is a particularly 
dangerous trend. It also showed fitudly how 
an excessively authoritarian r^ime blocked 
off its own channels of communication to 
the atent of believing that it could win elec¬ 
tions after the emergency. Historically, 
however, the experience of the emergency 
demonstrated that a solution to India’s 
political ills should not be sought in an 
authoritarian alternative. Democracy had 
lumbered on untidily for thirty years; 
authorhaiianism took less than two years to 
make the country ungovernable for itself. 


Crisis; 1975-1987 

Though the period after the death of 
Nehru was one of political insubility, tlw 
character of political turmoil and the sense 
of pe^taism associated with it were of a dif¬ 
ferent character from the present gloom. 
Then what decliiied was a ^emmeot parly, 
and not the institutional structure of the 
'tale, siowly such distinctions have become 
obiitemted. and the general tone of thinking 
in India bai beedme perceptibly darker, 
ntovhii fonu’pi^tikal disqum to a deeper 


historical pMsiniism. And this sense of^ap- 
prehenslon about the fragility of Indian 
democracy, and pessimism about the tasks 
which the young state had once hopefully 
set itself, is naturally deeply associated with 
the dark experience of the emergency years. 
There has been a great deal of debate about 
the significance of the emergency period; 
whether it was inevitably caused by a crisis 
of capitalism or simply a generalisation of 
a personal crisis in an excessively centralised 
Slate; whether it was an aberration or shossed 
a more insistent long-term tendency towards 
authoritarianism. Although the form in 
which the political crisis erupte.l during the 
emergency has gone into the past. I think 
it can be argued that that period marked the 
beginning of quite a different kind of dif¬ 
ficulty for the political order in India. This 
is a process in wliich a crisis-laden ruling 
group is drawing the party, the governmen¬ 
tal system, eventually the state itself into a 
crisis. Empirically the assertion that the 
period since 197S has been one of almost 
unimerrupted political disorder hardly needs 
demonstration. Occasionally the crisi.s has 
changed form, terrain, expression, nodal 
points, in structurali.st language, its site, and 
its bearers. But a sense of an historical 
crisis—a sense of increasing vulnerability 
and exhaustion of the state in face of seif- 
produced disorders—has scarcely ever disap¬ 
peared, in the last ten years. The way the 
emergency ended showed that authoritaria¬ 
nism blocks off its own channels of political 
communication and response and makes a 
violent retribution highly likely. Emergency 
did not improve either the state’s economic 
performance or administrative functioning, 
and appeared a gratuitous exchange of 
bourgeois authoritarianism for bourgeois 
democracy. But it made some earlier detrac¬ 
tors of ‘bourgeois' democracy see its limited 
advantages—something that had not ap¬ 
peared clearly to some radical groups in 
thirty years when rights were available 
became clear in 19 months when these were 
denied. An ironical ‘gain’ of the emergency 
years has been a greater appreciation of the 
value and vulnerability of bourgeois 
democracy, when no higher form segms to 
be in sight. 

The end of the emergency however did not 
see an alteration of this crisis politics. The 
Janata regime failed its mandate in all possi¬ 
ble w^rs. First, it wrongly translated a matter 
of principle into a question of personal 
vendetta, which invit^ the nation to read 
the prindples and issues involved in the ex¬ 
perience in a whoUy misleading way. Second¬ 
ly, it entirely misjudged a negative vote 
against the emergency into a positive vote 
for its more conservative policy inclinations, 
lb put it rhetorically, its leaders first thought 
this was a vote of no- confidence of the na¬ 
tion against the Nehru model of policies; 
while; in fact, it was a vote calling for a 
return from the emergency rule of Indira 
Gandhi to the policies of Nehru, a note for 
the past Congress against the present one. 
In ai^ case, h did not have a long enough 
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term to work-out its policies clearly otli.j^ 
major politico-economic questions; so UuifC ‘ 
its supporters and critics can carry on an in-'’ 
fructuous debate maintaining that if it bad '..' 
been in power for a long term this would 
have been respectively, for better or for worse , 
for India than under the Congress regime.. 
Its Internal factional squabbles, iu inability 
to set its own terms of policy, its acceptance 
of the terms that an out of power ^ndira 
Gandhi set to it, converged to bring about 
an ignominious departure from ineffective 
power into abusive exile. But its greatest . 
i<iiliirc was ill not being able to restore 
politics to policies and principles of 
bourgeois dcmociaiic government. In fact, 
its attacks on Indira Gandhi actually increas¬ 
ed the indistinctness of persons and institu¬ 
tions. fhe joyous enthusiasm with which the 
liberal intelligentsia joined these personal 
debates and debased question of principles 
into a ledger of personal qualities con¬ 
tributed to this denouement. As a result, 
what could be turned into an occasion for 
restating an agenda of political principles 
went waste. 

As the Janata failed to pose questions of 
principles, Indira Gandhi’s return to power 
in 1985 did not involve any serious critkaJ 
self-ieflection on the part of the Congress. 
Consequently, several tendencies opposed to 
bourgeois principles of democratic gow- 
nance, introduced during the emergency, 
came back with her restoration to power. 
Equation of the fate of a nation with that 
of the Nehru family, open support for 
hereditary succession of power, total 5usp«i- 
sion of electoral forms within the Congress 
remained entirely unchecked and uncriticised 
within the ruling party, due mainly to the 
ineptness of the Janta in posing a principled 
challege. These were simply the more 
dramatic instances of a reintroduciion of 
retrograde, nearly feudal, forms of irrespon¬ 
sible power in the bourgeois state apparatus 
itself. And since the state occupied such a 
large space in Indian society today, and was 
in a true sense; the educator of the educators, 
appointer of appointers and patron of 
patrons, these deformations travelled rapidly 
down the system into quick subversion of 
principles and formats of equality of oppor¬ 
tunity and merit at every level of institutional 
life. It helped do away with bourgeois prin¬ 
ciples of recruitment and advance and 
replaced it with a system bf patronage in tlie 
huge network of public institutions, starting 
from the planning mechanism to the socially 
irrelevant universitjes.*-' The dominant 
patronage groups in such a system changed 
rapidly, along with bewilderingly quick 
changes of policy orientation—an abjert in¬ 
decisiveness rationalised in the name of 
pragmatism. The ‘correct* ideology in the 
early seventies was a vague espousal of 
socialism uninsistent on its policy realisa¬ 
tion. Those who attained eminence firom this 
political group were replaced during the 
emergency by politicians who favoured the 
‘Brarilian path’ and forced sterilisation as 
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.solutions to the country’s economic pro* 
'blems, and confused improvement of society 
with beautification of its capital cities. 
Subsequently, even these leaders made way 
for a newer group of ‘modernist' politicians, 
believers in the powers of modern advertis¬ 
ing and a judicious combination of religious 
land electronic superstition. What was 
remarkable about Indira Gandhi's leadership 
uw thej^uai tolerance she ex (ended to such 
diverse'‘ideological’ grc.ups, and equal will¬ 
ingness to distance herself from them un- 
sentimentally when the occasion arose. 
Indira Gandhi’s rule, notwithstanding its 
rhetoric, resulted in a decline of political 
ideology, a delinking of power from ideolo¬ 
gical and social programmes. This has led 
to ageneral debasement of political ideology 
in the popular mind (except obviously in 
states ruled by left parties who treat ideology 
as serious business) to which the oppor¬ 
tunism and personalism of her opposition 
made a distinguished contribution. Even¬ 
tually, her last years came to be dominated 
by two regional movements, which, (hough 
superHcially antithetic, were actually related 
to each other by internal relations of a struc¬ 
tural son. These were related because they 
show m> poles of the intensirication of 
regional inequality due to unrestricted and 
unreflexivc capitalist development. .At the 
time of her tragic death, Indira Ciandhi fac¬ 
ed, for the third time in her ocntful political 
career, a threat of encirclement by difficulties 
and insurmountable problems. And even if 
she had fought the elections it is likely that 
she would have won with a far reduced and 
insecure majority. Her career illustrated the 
deeper crisis of Indian polity; that even 
dramatic electoral victories were indecisive, 
and could turn dramatically quickly into 
their opposite. 

Indira Gandhi^s period in power, 
underneath the misleading formal continuity 
of the Congress system, revised some of the 
fundamental premises of the Nehru model. 
These are not accidental or style diffemnccs, 
but of principles of structuring the political 
order. The Nehru elite tried to take an 
historical view of the possibilities of social 
change, and came to the conclusion, writ¬ 
ten into its .social theory, that construction 
of a modern relatively independent 
capitalism required a reformist, and statis' 
bourgeois programme Indira Gandhi’s suc¬ 
cessor regime gradually abandoned the ele¬ 
ment of historical thinking as a matter of 
dispensable luxury and went for what it ra¬ 
tionalised to itself as a more pragmatic pro¬ 
gramme. It reduced even the planning ap- 
paratu.s, entrusted by Nehru with the task 
of such serious long-term developmental 
reflection, to more short-term accounting, 
though depending on its statistical ability to 
turn the poverty of the people into the 
wealth of the nation. Its pragmatism led it 
to abandon some of the points of the Second 
Plan kind of strategy.*^ Gradually the 
government allowed a massive campaign to 
gain momentum for privatisation of in¬ 
dustry and other economic activities, reduc¬ 
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ing public investment, altering the natute of 
the investment where it still existed. Its suc¬ 
cessor regime also started plans for exten¬ 
ding this policy of liberalisation towards 
greater foreign collaboration in order to ob¬ 
tain more sophisticated technology. Politi¬ 
cians within the cabinet have begun to 
launch open attacks on the public sector on 
grounds of its inefficiency, though much of 
the inefficiency is due to the interference and 
wasteful exploitation of its facilities by the- 
government bureaucracy and politicians. It 
abandoned the earlier strategy of institu¬ 
tional changes for agricultural growth in 
favour of a green revolution strategy unac¬ 
companied by any redistributive controls. 

Political changes were equally vital. The 
Congress government under Indira Gandhi 
gradually allowed a profitable breakdown of 
bourgeois frameworks of formal propriety 
since they were occasionally inconvenient en¬ 
cumbrances in its path. In bourgeois 
political systems, there must be a reliable 
relation between the structure of classes and 
the format of parties."’ Abandonment of 
ideological politics by the ruling party and 
cheerful retaliatory imitation by opposition 
groups causes this relation to break down 
through defection, bending of constitutional 
norms, etc. This might destroy popular faith 
in democratic institutions. Besides, the 
breakdown of ground rules of political 
behaviour tends to make the political world 
unfamiliar and unrecognisable to political 
actors themselves, encouraging behaviour 
that is blind, wild and anomic 

Congress under Indira Gandhi in effect 
renegotiated some of the fundamental 
definitions of Indian political life, l^o of 
these crucial principles were those of ‘the 
national’ and ‘the secular’. Some amount of 
regional political articulation was unavoida¬ 
ble in the aftermath of independence 
Capitalist development increased the 
economic power of two regionally-conscious 
groups, the rich farmers and the regional 
bourgeois interests. In face of the first wave 
of regional movements in the fifties, the 
Nehru government had made a relatively 
clear distinction between cultural and 
economic ques’tions, and had conceded the 
first kind of demands. Demands for lingui¬ 
stic states, or the use of vernaculars in state 
administration, occasionally even negative 
sensibilities like opposition to the introduc¬ 
tion of Hindi, were accepted through a 
generally consultative process. Strikingly, 
acknowledgement of such demands did not 
weaken the process of centralisation of plan¬ 
ning decisions about the economy. Decisions 
regarding development investments were left, 
partly due to the political quiescence of these 
groups, to the central planning machinery. 
Under Indira Gandhi, the situation chang^ 
drastically. Increasing pressures were 
mounted now for regional allocation of 
heavy industries and other such symbols of 
regional prestige. It is misleading to believe 
the vul^r theory that opposition parties 
alone pressed for economic^ly unjustifiable 
regional demands. Indeed, many of these 


regionalisms were first artkulated within the 
ruling party itself, often Congress absorbing 
regionalist leaders.Indira Gandhi’s state 
increasingly gave way to such internal 
regionalisms. Often it would have been better 
to describe the Congress as the only party 
which was hospitable to regionalisms of ail 
areas with a thin crust of the central leader¬ 
ship and naturally the central bureaucracy 
providing a failing counterweight. Worse, 
occasionally, the regime played one regiona¬ 
lism against another, as it also did with 
religious communities, hoping to benefit 
electorally from their double insecurity. 
Surely, these were clever manoeuvres in the 
short run but which actually, in the long run, 
undermined the bases of nationalism. In 
fact, the region of the national capital came 
to develop a pampered regionalism of its 
own. 

Evidently similar things happen with 
regard to communalism too. Concessions 
given to religious communities as com¬ 
munities undermined the theory of a com¬ 
mon individual citizenship, and created 
grounds for a rapid increase of majority 
communalism. Telling Muslims or other 
minority communities that their fate was 
.secure only with the ruling party, implied 
keeping such insecurities alive. Most serious¬ 
ly, the government allowed a subversion of 
secular principles of the state by increasingly 
invoking the religious principle of sarva- 
dharmasamanvaya, entirely incompatible 
with democratic secularism. The Indian state 
today declares itself to be multireligious, a 
complete reversal of the Nehruvian princi¬ 
ple that there was an equality of all religions 
to be practised as private affairs of in¬ 
dividuals. Finally, the inability of the Con¬ 
gress government to clearly denounce the 
communal riots after Indira Gandhi’s death 
provided a signifreant encouragement to the 
forces of Hindu communalism. 

The state curiously believes even today 
that the best way of controlling religious 
fanaticism is to lend the government-con¬ 
trolled media to religious leaders, and give 
the greatest coverage on the TV to routine 
religious practices. During the Nehru period, 
the Dussera. Diwali, Id, Christmas edebra- 
ted, presumably, with customary enthu¬ 
siasm. passed off unnoticed by the radio, in 
contrast to the piesent celebration by the 
secular television. A state armed with such 
suicidal weapons does not need communal 
parties for its destabilisation. Remarkably, 
the subversion of the definition of secula¬ 
rism was not d(^j^communal forces and 
political partiivB^.8ccomplished by the 
state; 

Lack of historical sdf-analysis by the state 
or its supporting intelligentsia and its con¬ 
version to a doctrine of pragmatism meant 
in effect that even normal rational pro¬ 
cedures of reflection on effects of earlier 
policies has been abandoned in favoiir of ex¬ 
clusive search for electoral power. Its cor¬ 
relate; pointed out by economists, is a 
tendency to channd resources increasingly 
into ’dole’ progtammes rather than creation 
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'o{p^lpdw!ttv« feMQrees, W|iicb.h«ve tonger 
gestation periods and cannot be adapted to 
the eventful electoral calendar. 

Politicians of the Nehru era would have 
been surprised if told that forty years after 
indeS>endence the state they set up would be 
driven by conflicts over two retrograde 
forces—of regionalism and communalism. 
And the regionalism that threatens to engulf 
the polity today is quiu clearly a conse¬ 
quence of the inequities of the capitalist 
growth process. Govwnments have been con¬ 
sistently inattentive to regional economic in¬ 
equality inherited from the colonial period. 
Capitalist development has intensifled these 
imbalances even further. Nowhere is this 
revealed more than in the internal incom¬ 
patibility between regional demands. 
Regionalism in Punjab is essentially an anti¬ 
redistributive agitation which insists on re¬ 
taining and extending the economic advan¬ 
tage of the states particularly of the farmers, 
over other states, regions and classes. The 
As.sam agitation presses what are; in essence, 
redistributive demands on the central 
government; and the two kinds of demands 
are uncompo sable.The centre also 
sometimes plays up regional demands with 
an incredible shortsightedness. At present 
-it is mildly encouraging the causes in 
Gorkhaland and fighting the consequences 


in Punjab, a subtlety of approach trulv 
worthy of the present Indian elite.^ 

A crisis can be called structural, not con- 
juncturai, if it arises from inside the basic 
laws of movement of a system, rather than 
from externalities. Several aspects of the pre¬ 
sent crisis of the Indian state need to be 
remarked. It is not a simple crisis of the 
economy translated deterministically into a 
political disorder. Some of the cultural pro¬ 
cesses of crisis have hardly anything to do 
direaly at least with the logic of economic 
development. No deep economic logic made 
it destroy elementary definitions of 
secularism. The cheerful indifference with 
which it has allowed the education system 
to decline is certainly not induced by 
economic necessity. This has given the state 
a great choice of weapons with which to deal 
self-inflicted wounds on its own structure. 
Interestingly, these trends have appeared not 
because capitalism has not been able to 
develop adequately but precisely because of 
the manner of its growth. So with greater 
growth of capitalism, these incompatibilities 
are likely to intensify and not ease off. 

The i^ that capitalism is a social form 
implies that to expand or to simply carry on, 
its economic structures require some 
political-iiutitutional compliments. There 
are certain types of political-institutional 
forms which constitute, iii , the strong 
language often used, ptecondhfons for pure¬ 
ly economic reproduction of capitalist socie¬ 
ty. Indian capitalism is in a stale of a serious 
poUtkttl crisis. Conservative economists 
would aiguc; though I think unconvindng- 
ly> that the Indian economy had done 
>easonably well, if you ignore distributive 
performance of the system; no political 


attaint m however claim that tim Indian 
state has done reasonably well in quite the 
same, sense. It is reacting defensively, adop¬ 
ting undemocratic and precapitalist 
responses on vital issues. Most alarmingly, 
it is increasingly proving iifcapabie of pro¬ 
viding the most vital precondition for 
bourgeois development, provision of 
political stability. 

The state’s difficulties should be seen as 
a structural crisis. Political crisis may break 
out through mismanagemoit of political op¬ 
tions by rulers, or sub-optional decisions by 
the ruling bloc A crisis is structural if it 
arises out of self-related difficulties, because 
it emerges not out of the failure of the social 
form, but its successes. It is not a condition 
of ‘abnormalcy’ which could be expected to 
disappear with a change of leaders of par¬ 
ties. It is coming to be a condition of a 
stressful, violent normalcy of this late, 
backward, increasingly unreformist capitalist 
order. It is different from even a standard 
Gramscian case; bccau.se here even a passive 
revolution has not succeeded, but is lapsing 
into failure. Those who would see present 
difficulties as ‘failures’ of Indian capitalism 
would find it difficult to explain it. It is the 
‘successes’ of Indian capitalism that have 
caused them. So if it becomes more suc¬ 
cessful in the ways it has pursued over the 
last twenty years, these problems would not 
go away, but perhaps intensify. The tragic 
thing is that the crisis of ruling class politics 
plunges not only the ruling bloc, which has 
ruptured its protocol, into serious disorder 
but the whole country, the festival of which 
we are celebrating. Exhaustion of the politics 
of the ruling bloc does not automatically 
prefigure a radical alternative. It is a par¬ 
ticularly sad chapter of a story which had 
begun with the promise of something like 
an ‘Indian revolution’, an understandably 
unpractical and sentimental begitming which 
promised to ‘wipe every tear from every e>V. 
Even if we consider only the socially rele¬ 
vant tears, the promise is as distant today 
as at the romantic time when it was made. 

Notes 

[This paper was initially presented at the Indo- 
Soviet seminar on ‘The Indian Revolution’ in 
Leningrad from August 14-17, 1987]. 

1 It is commonly accepted that counterfac- 
tuals are norniaily and standardly used in 
historical reasoning, but obviously, their 
most apposite place would be in reasoning 
about political life. Politics is par excellence 
the realm in which some things come very 
close to happening but do not. 

2 For excellent examples of such uses by 
historians, see Elster, Logic and Society, 
New \brk. 1978. 

3 I have tried to argue this case more fully in 
my paper. On the fbrm of Polittcal Ex- 
pianation in Marxism, paper for ICSSR 
seminar on Marx, Keyiies and Schumpeter, 
January 1984. 

4 1 use J L Mackic^s term INllS to indicate 
‘insuffleient but necessary unnecessary but 
sufficient' coitditions. 


5 There is a theory which holds that struc¬ 
tures are constructs of such a kind that th^ 
deflect and obstruct historical reflections. 
On this untenable idea there is an impressive 
literature, the most well known and 
longwinded being E P Thompson's The 
Poverty of Theory and Other Essays, 
Merlin Press, London. 1978. 

6 Some modernisation theorists do note this 
paradox, but they would give it a bland 
historical solution, by asserting that in the 
earlier stages the state had to cope with 
much lower levels of political ‘demand’. Pre¬ 
sent difficulties of the state arise from the 
fact that these demands have multiplied 
through greater mobilisation but the staters 
resources for coping with them—its ‘sup¬ 
ports—have remained static. This indefen¬ 
sibly marginalises the question of econondc 
development, and is indifferent to the enor¬ 
mous growth of state resources and its 
deliberate creation of a network of advan¬ 
tage distribution. 

7 In periodisation of Indian politics, Rajni 
Kothari, for instance, saw the break with 
the Nehruvian system as coming in 1975. 
On my reading, this rupture is a much mote 
slow moving affair, and begins much earher. 

8 Mackie, ‘Causes and Conditions’ in E Sosa 
(ed). Causation and Conditionals, OUP, 
London, 1975. 

9 However, I do not find the theoretical posi¬ 
tions worked out by Hamza Alavi about the 
post-colonial state persuasive in the Indian 
case. 

10 That is, contrary to the traditional linear 
belief that precapilalism is in general (in this 
case, taken to mean in every instance) 
dysfunctional to capitalist growth and 
would be liquidated historically. 

11 Of the kind analysed by Lenin in his theory 
of the Russian revolution. Such differences 
are clearly marked out in Lenin’s discussions 
of the colonial question. 

12 Of the type exnnplifled by China in the 
Comintern debates from the fourth to the 
sixth congresses. 

13 Marx, Grundrisse, introduction. Penguin 
edition, 1973, pp 106-107. 

14 For instance, the different political trajec¬ 
tories analysed by Gramsci in the Prison 
Notebooks, especially discussions of the 
passive revolution. 

15 The sense in which Marx said that it is the 
democratic form which suits the capitalist 
mode most properly. 

16 Detailed analyses could be founj in the 
work of S K Chaube and S Dattagupta, on 
the constituent assembly and the judicial 
processes respectively. More recently, a more 
philosophically inclined discussion has been 
presented in Chhatrapati Singh. Law bet¬ 
ween Anarchy and Utopia, Oxford Univer- 
sity Press, Delhi, 1985. 

17 This is not merely a petty and querulous 
point. Constitutional documents must be 
read and understood by the people: The 
Indian constitution is a lawyer’s document, 
a document of the lawyers, for the lawyers, 
by the lawyers. 

18 Particularly objectionable is the insertion 
of the term ‘socialist’ by recent amendment. 

19 Poulamzas, S/ere. Power, Socudbm, NLB, 
London, 1978. 
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2 j) I fiiveMAi to m argumeiit of thit 
kind eluwheie; Grumact mul Differmt 
Kinds ef IHffertnce, seminar on Gramsci 
and South Ana, Centre for Studies in Social 
Sciences, Calcutta, July 1987. 

21 Smcc^independence; almost all progiammes 
by almost all communist grou|M assert that 
state potver in India is controlled by an 
alliance of classes, although they differ 
about which classes and their relative 
political weight. 

22 This was a flaw primarily because, though 
in economic life the public sector and state 
control on the economy was seen to be im¬ 
portant, it applied these had no political 
consequences or effects on class formation 
and chus behaviour. 

23 Although this is not the place for long or 
detailed theoretical discussions, 1 find 
pQuIantzas’s concept of a ruling bloc sug¬ 
gestive but inadequately clear. 

24 Though 1 advocate the inclusion of this 
group into the ruling bloc of classes, it is 
important to define the boundaries of this 
social group with precision. To include the 
entire administration in the ruling bloc 
would be absurd, but I would include the 
high bureaucratic elite and industrial 
management groups. 

25 Bipan Chandra, 'Jawaharlal Nehru and the 
Indian Capitalist Class, 1936’ in Na¬ 
tionalism and Colonialism in Modern 
India, Vikas, New Delhi, 1979, in which 
G D Biria’s behaviour is more startling than 
Nehru’.s. 

26 A Hirschman, Exil, V'oice and Ijoyatty. 
Harvard University Press, 1970. 

27 Cf Riker's well known discussion on the size 
principle in Theory of Political Coalition. 
Oxford and IBH, New Delhi, 1970, 
pp 71-76. 

28 &onomic Development and the Political 
System, paper for colloquium on Indian 
economic development. University of 
Economics, Vienna, October 1982. 

29 Recently, after the archives have been open¬ 
ed for these years, there has been con¬ 
siderable interest among historians about 
this formative period; however, not much 
historical research is yet availsAle 

30 Ordinarily, the period of large-scale 
distegard for constitutional rules is set at 
1975. But it ought to be noted that many 
of the initial moves against bourgeois 
democratic legal norms were begun and 
legitimised in the immediately preceding 
period of the ‘left turn’. The judiciary, for 
ifutance; was attacked as conservative and 
opposed to the irarliamentary tendency 
tovnuds progressive legislation. This was an 
argument taken from British political 
arguments of the thirties. Of course, it is 
possible to make a case that the courts 
generally incline to be conservative; but 
Indira Ctandhi used this to loosen bourgeois 
constraints over her government, not to 
strain towards socialism. Unfoitun^y, lef¬ 
tists willingly surrendered their arguments 
to her, in return for small fmroufs. These 

, were used systematically to justify 
precapitalist irtcsponsibility in govenumce. 
Much of the'preient wrecking of bourgeois 
democratid iflstitutional norms was done 
^tb the tmlp of a iBsingenuous use of 
ndica] rhetoric, ' 


Gramsci, Prison Notebooks, 

32 For a detailed account of this process, see, 
Fsancine Frankel. India’s Political 
Economy Princeton University Press. 
Princeton, 1978. 

33,Gramsci, op cit. 

34 Frankel, op cit. 

35 The politics of planning and the pubiic sec¬ 
tor, alas, remains a seriously under- 
researched area. 

36 The ways of the Congress Party are truly 
inscrutable. It expels leading members for 
being too vocal about economic scandals 
and kickbacks, but allows Vasant Sathe, an 
equally important member, to launch fron 
tal attacks on the public sector, presumably 
an important part of its own economic pro¬ 
grammes. Evidently, the Congress follows 
a special logic in deHning consistency and 
programmatic loyalty. 

37 This group ol course emphatically includes 
political scientists who had convinced 
themselves that the truisms they utter about 
Indian politics were different from popular 
wisdom by the important fact that theirs 
were produced by the application of the 
scientific method. I have omitted them from 
the list because the spirit of the age has not 
been in their favour, and they were given 
much less advisory importance than their 
colleagues in the dismal science. Although 
their labours in the spread of a degenerate 
form of positivism was second to none, they 
never made it to the high advisory councils. 

39 I have tried to deal with this in 'On the 
Crisis of Political Institutions in India', 
Contributions to Indian Sociology. No 2, 
1984. 

40 A simple definition of minimal and max¬ 
imal objectives in international politics 
would be as follows. When state A wishes 
another state B to do what it wants it to do, 
that could be called a maximal target; a 
minimal objective is one when A wants B 
to do something different from what its 
rival C wishes B to do. 

41 The famous controversy in communist 
circles about the article by Modeste Rubins- 
trin arguing that the Nehru government was 
proposing to follow a non-capitalist path. 
Ajoy Ghosh wrote a remarkably scathing 
reply to this article. 

42 It is interesting to note that the regime of 
Indira Gandhi increasingly freed itself of 
these legal encumbrances, leading to a 
general decline of the institutional system. 
Initiai arguments in favour of this soften¬ 
ing of bourgeois legal norms were done by 
using ‘socialist’ ideas; but remarkably; th^ 
room for manoeuvre created by this has 
never been utilised for radical reforms. 

43 There is always a hypothetical calculation 
of possible befits made by classes and 
groups quite apart from threats of 
disadvantage. 

44 Most of these demands are spelt out clear¬ 
ly in Charan Singh’s treatise on develop¬ 
ment, India's Economic Policy, Vikas, 
Delhi, 1978, 

45 If the whole society is made up of the letters 
of the alphabet, and abc ate in that order 
wielders of power, if c is disgruntled, it can 
establish alUanoet across thelraunds^es of 
the ruling coalition with d e f... TUs would 
brii« instabflity (o the coalition where a-!• 


,, SpkM Niimb« .Noveaiiber 1988 


a-t-b-fc was a condition for their being in 
power. But c’s leaving the a b c coalition 
would not be read properly if we do not see 
this leaving itself as an offer to return to 
an a c.bj;oaiition. 

46 The country was full of non-national Con¬ 
gresses of all kinds, Bangia Congress, Kerala 
Congress and so on, asserting the reassuring 
concreteness of the regional identity as op¬ 
posed to the greater abstractness of the 
national one. 

47 Surprisingly, the farmer lobbies were pro¬ 
per examples of the theory that tlieic are* 
unmarked, but very significant frontiers of 
regional consciousness. Thus a potential 
national combine of such groups—which 
would hate been formidable, if not simply 
overwhelming—has not really come into 
existence. Peasant lobbies seem incom- 
ptehensibly trapped within frontiers of 
regional consciousness; for some reason, 
they cannot recognise an entirely abstract 
we, linked entirely by modern economic in¬ 
terests, unsupported by any directly 
available form of. historical self¬ 
conceptualisation like Jat, or Kamma or 
such cultural identity. If they describe 
themselves as inhabitants of UP this would 
indicate a more abstract consciousness of 
territoriality. 

48 1-or an economic pursuit of this 
phenomenon, see Ashok Mitra, Ttrms of 
Trade and Class Relations, Frank Cass, 
London, 1977. 

49 Nothing illustrates this more clearly than 
the abandonment in the seventies of the 
argument popular with western bourgeois 
theorists that India and Pakistan were two 
opposed models of development for third 
world societies. Although the attachment 
of large western democracies for an op- 
pres.sive and economically unsuccessful 
tyranny like Pakistan was ^ways difficult 
to explain, now Pakistan has become too 
obvious an ideological liability, and is 
defended by purely security arguments. 

50 I have sketched this out more fuUy in ‘Indira 
Gandhi and Indian Politics’, EPfV, 
September 1986. 

51 Platming had become too much of slogan 
for Congress to be dropped altogether, and 
the concept carried pleasant reminders of 
Nehru. Although the thing could not be 
dropped entirely its substance could 
however be hollowed out and thrown over¬ 
board. Economists who are critical of 
government policy have concentrated too 
much on the technical economics of the 
ptans,‘rather than its targe ideological con¬ 
cept. To an untechnical eye, whatever its 
mathematical triumphs in recent years, it 
seems to have degenerated increasingly in¬ 
to an accounting and housekeeping opera¬ 
tion rather than a directive mechanism for 
the productive forces of the economy. Plan¬ 
ning was a blessing for the self-repr^ucKig 
bureaucracy. Every claim for creating the 
post of an unproductive, and possibly cor¬ 
rupt, bureaucrat could be sstid to be in the 
general interest of the country’s economic 
progress. Thus although we have much less 
<d planning, we have, happily; a much largei 
commission. 

52 Several Marxist economists have forcefully 
stressed this point. Cf. Pranab Btrdhan, 
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t-' Miticai Economy of Devttopment In India, 
OUP. Delhi. 1985. 

' S3 Ftor the conttwy view, cf R Ulyanovsky, 
Socialism and ike Newly Independent 
Nations, Progress Publishers, Moscow, 
1974, and his other occasional writings on 
Indian politics. 

M 1 have suggested that this has altered the 
signiflcance of elections and turned them 
into pidriscites, in 'Indira Gandhi and 
Indian Politics’. 

3S Some criticisms of the argument of this 
paper at the seminar where it was presented 
touched on this point. Several critics 
thought that the line was too heavily ‘struc¬ 
turalist’ in the sense that it did not recognise 
the possibility that politics of indubitably 
bad consequences could have originated in 
’innocent’, defensible and entirely under- 
starrdable intentions. Structuralism need not 
deny the necessary untidine.ss of political 
life, and the complex, asymmetric relation 
between intentions and consequences. It is 
simply required, in the face of such 
criticism, to state a sufficiently complex 
theory of intentionality, and accept a weak 
truth in these objections. Surely, Indira 
Gandhi did not wish to wreck the Indian 
state, but equally certainly, she nearly did. 
Part of the problem lies in our ambiguous 
use of the verb phrase ‘Indira Gandhi did 
x’ which is undetermined between ‘intend¬ 
ed to do x’ and ‘effected x*. Even 
unacademic observers of politics would ad¬ 
mit I suppose that between two lists, the 
first of which showed what Indira Gandhi 
wished to but failed to do, and another 
showing what she perhaps did not deli¬ 
berately intend but nonetheless caused, the 
second 'would be the analytically more 
serious one. A structural argument need not 
enthely erase intentions, only de-emphasise 
them. It has no quarrel with the reporting 
of intentions as long as that does not 
displace the causal line For instance, as long 
as intentional arguments do not go into ra¬ 
tionalising forms saying ‘Indira Gandhi in¬ 
tended to eradicate poverty, but unfor- 
tunatdy, and unimportantly, she could not', 
th«y are not seriously harmful, it is in this 
sense dut S Gopal's book tells half the story 
of the Nehru era and gives an account of 
Nehru’s intentions. To use our argument a 
trifle iightheartedly, it requires a comple¬ 
ment which would state more fully Nehru’s 
consequences. 

56 ‘On the Crisis of Political Institutions in 
India’. 

57 Ibid. 

58 As the internal linkages in the party turned 
increasingly one-way, governance required 
some twoway Row, and it shifted to the only 
alternative—a degenerating bureaucracy. 

59 A committed bureaucracy was an odd idea. 
And it was not consistent with the professed 
purposes for which this idea was advanced. 
If this meant that the bureaucracy would 
remain committed to the elected govern¬ 
ment, the idea was redundant, because it 
was meant to be so anyway. If this meant 
commitment to a party irrespective of its 
dectoral fate; this was blasphemous, 
because it went right against the principle 
of democracy. I f this meant a commitment 


to socialism, it was the most paradoxical of 
all, because socialism is a matter of polici«; 
and cither before or after the bureaucracy's 
commitment to the government, the govern¬ 
ment failed to commit itself to socialism. 
If it meant a coded appeal to leaders for 
preferment to a small coterie of politicians 
and bureaucrats for their commitment to 
socialism in some mistily distant past, this 
was understandable, and part of a solid 
tradition of .sycophancy stretching into 
medieval times. 

60 Congress pragmatism was fluctuating in the 
following sense; various social lobbies— 
ordinarily caste and regional groupings— 
perpetually contended for control within the 
Congress party. Access to high government 
positions made it possible to restructure 
governmental beneHts in their favour. 
Often, one interest lobby of this kind would 
be replaced by another, and immediately 
restructure bencHt legislations to the utter 
detriment of consistency in government 
policy. In recent years, this has happened 
most frequently through caste related reser¬ 
vation legislations, e g, in Gujarat in the 
very lecent past. 

61 Tendencies of this kind towards atrophy of 
the party mechanism have been studied for 
quite sometime, not .surprisingly, mote often 
by liberal academics than by Marxists. 

62 The central Congress leadership appears as 
suspicious of a H N Bahuguna as of a Jyoti 
Basil, an extraordinary attitude if one took 
party divisions seriously. 

63 ‘Politicisation’ here does not mean their 
devotion to social programmes on 
ideological lines, but to a personal leader¬ 
ship of the state. Ironically, they became so 
devoted that they lost all capacity for self- 
defence when the high coterie fell for the 
seductions of the ‘Brazilian path'. 

64 The Congress Party had to issue a parti¬ 
cularly stern admonition to its members to 
respect the whip. There was an alarming 
tendency among parliamentarians of the 
ruling party to take their massive majority 
for granted and pursue other interests, when 
parliament was in session. 

65 Indeed, the kind of decline the universities 
have undergone, their pitiful collective 
inability to ensure the imparting of skills 
which their degrees certify, could have been 
tolerated by the society only becau.se they 
are in a large measure irrelevant. Had it 
been otherwise, there twould have been 
strong counterpressures from interested 
groups, like the entrepreneurial class and the 
middle classes, to make them deliver the 
goods. 

66 There is a fairly large and incisive literature 
in Marxist economics about this turn in the 
nature of government economic policies 
and the consequent retrogressive trends in 
planning. 

67 This does not mean however that a single 
class would be represented by a single party. 
This simply means that for social pressures 
to work through the party system, there 
must be some reliability of party 
programmes. 

68 The two clear examples of Congress 
hospitality to regionalism in recent times are 
the haiuiling of the Andhra agitations of 
a decade ago; and the early encouragement 


to breakaway group! from the AkaKs in the 
hope of splitting the Akali vote in Puqiah. 

69 It is remarkable how the logic of regional 
demands of the fifties and the seventies dif¬ 
fer. The demand for a linguistic state, once 
conceded in one case strengthened the case 
of other similarly placed areas. In case of 
demand for economic resources, the game 
is principally zero sum. with the share of 
one state cutting against the share of all 
others. 

70 Since the writing of the paper the state has 
brought about a truce in the hill areas of ■ 
West Bengal, but how far and how long it 
holds is to be seen. The few years of Rajiv 
Gandhi's rule has been strewn with the 
debris of pacts and accords. He has made 
more pacts than Metternich; and the fact 
that internal conflicts in the Indian state are 
attended to in a style of diplomacy says 
something about the processes of national 
integration that the Congress has set in 
motion. 


Move to Abolish Death Penalty 

A UNITED NATIONS human rights body 
recently approved the text of a draft inter¬ 
national treaty which, if eventually adopted 
by the General Assembly, will be the first 
world-wide treaty aimed at abolishing the 
death (lenalty. 

The draft is in the form of an optional 
protocol to the International Covenant on 
Civil and Political Rights. States parties to 
the Covenant which choose to adhere to the 
protocol, once adopted, would commit 
themselves to abolishing the death penalty, 
at least in peacetime The draft is contain^ 
in a report to the 26-member Sub- 
Commission on Prevention of Discrimina¬ 
tion and Protection of Minorities, prepared 
by former member Marc Bossuyt (Mgium). 
The Sub-Commission whose members are 
elected as individual experts by the Commis¬ 
sion on Human Rights, has forwarded the 
text to the Commission for consideration. 
The progress of the text will be considered 
by the Commission, composed of 43 govern¬ 
ment representatives, at its next session early 
in 1989. 

The Sub-Commission was asked to study 
the idea of having an optional protocol to 
the Covenant after the General As.sembly 
passed the matter on to the Commission in 
1982. The Federal Republic of Germany had 
raised the matter in the Assembly in 1980. 

Other Sub-Commission actions included: 
(i) initiating a study on the right to freedom 
of expression and opinion; (ii) preparing a 
provisional draft General A.s$embly declara¬ 
tion against “disappearances" and (iii) adop¬ 
ting resolutions or decisions on Albania, 
Burundi, Chile, Guatemala, El Salvador, 
Haiti, the Israeli-occupied territories, 
Namibia, and South Africa. 

(Amnesty International News Letter, 
December 1988.) 
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Indian Bourgeoisie and Imperialism 

Suniti Kumar Ghosh 

Is it correct to assert that the Indian big bourgeoisie, like the big landlords, was a prop of colonial rule? The 
contrary view is held rather as an axiomatic truth by historians and political scientists. This question is cfrruqor 
importance, for it is closely related to the questions about the class character of the Congress the character of 
the movements waged by its leadership and the nature of the state or states that emerged in the Indian sub-continent 


in August, 1947. 

ACCORDING to Rajani Ralme Dutt, whose 
India Today is regarded as a classic, the 
Indian bourgeoisie occasionally entered into 
compromise with British imperialism out of 
fear of the people's revolutionary struggles, 
but it was genuinely anti-imperialist and 
spearheaded the struggle for national eman¬ 
cipation. He spoke of the dual character of 
the Indian bourgeoisie: on the one hand, its 
contradiction with imperialism was anta¬ 
gonistic: on the other, it had its contradic¬ 
tion with the people and was haunted by the 
spectre of social revolution. But he held that, 
with all its pronencss to compromise with 
imperialism, this class “is in profound con¬ 
flict with the British bourgeoisie” and “looks 
to the future of India as an independent 
nation”.' 

V I Pavlov has argued that, during the 
inter-war years, an antagonistic relation 
developed between imperialist capital and 
Indian big capital, which had previously 
served as the former’s comprador, as the 
sphere of commerce in which the Indian big 
bourgeoisie collaborated with the British 
capitalists gradually shrank and as it had to 
turn to large-scale industry where only it 
could invest its capital. The world crisis of 
1929-33, according to him, brought to an 
end the phase of collaboration between the 
two, mid the process of transformation of 
the comprador into the national bourgeoisie 
was completed: and, as a result, antagonism 
between them grew. “Therefore”, writes 
Pavlov, “when in 1930-32 the masses of the 
Indian people ...began to fight the 
bourgeoisie participated in it and headed the 
movement”. Then, in post-second world war 
years, “The inevitably approaching 
economic catastrophe was ind^ the prin¬ 
cipal objective cause that impelled the whole 
people of India, including the national 
bourgeoisie, to unite in a common decisive 
struggle against the colonial dictatorship”.^ 
(Later, we ^all have occasion to discuss the 
nature of the big bourgeois participation in 
and leadership of the 1930-32 struggles as 
well as the nature of the ‘Common decisive 
struggled’ led by the bouigeoisie'^against the 
colonial dictatorship” in the years after the 
second world war.) 

Bipan Chandra has put forward his ‘basic 
hypothesis’ that “the Indian cc^sitalist class 
h^ developed a long-term contradiction 
with imperialism while retaining a relation¬ 
ship of short-term dependence on it and 
accommodation with it". According to 
Chandra, this class including iu upper 
stratum has never had, especi^y not aher 


1914, any organic link, with British capital 
and “did not become an ally of the British 
rule in India”. He asserts that this class has 
successfully led anti-imperialist struggles to 
wrest power by stages by adopting what he 
ingeniously calls *“PCP’ (pressure- 
compromisc-pressure) strategy and set up an 
independent bourgeois state”.' 

BouKtikOisii- Divim t> 

It is out contention that the Indian capita¬ 
list class comprised and comprises two cate¬ 
gories: one that is big is comprador and the 
other that is small and medium is national 
(today a section of the middle bourgeoisie 
also has become comprador): that Bipan 
Chandra’s ‘basic hypothesis' as regards the 
upper stratum of the Indian capitalist class 
is wholly incorrect: that is, since its origin, 
this section has developed a long-term 
dependence on, and colluded with, imperia¬ 
lism and there have been contradictions with 
it that can be resolved within the imperialist 
system: that there have existed organic links 
between this section and British capital 
before and after 1914: and that this section 
was from its very birth an ally of British rule 
in India.* 

We shall not repeat here the facts and 
arguments stated in The Indian Big 
Bourgeoisie. We shall confine ourselves here 
merely to referring to a few important points 
in support of our contentions and then add 
some material to refute the thesis of the 
Russian writers developed after the mid¬ 
fifties that the Indian big .bourgeoisie’s 
collusion or collaboration with imperialist 
capital yielded to antagonism in the period 
between the inter-war years as well as Bipan 
Chandra’s thesis that the Indian capitalist 
class including its upper stratum was not an 
ally of the British rule in India. 

There is the usual distinction between the 
comprador and the national bourgeois that 
the former serves foreign capital as its agent 
and helps it to penetrate into the country 
economically, while the latter seeks indepen¬ 
dent development of the country’s economy 
and of its own interests (though sometimes 
dependent on imperialist capital for market 
or capital goods) and is, in the ultimate 
analysis, antagonistic to imperialist capital. 
Besides, there are other important dif¬ 
ferences between the two in In^a. They are 
poles apart in respect of their social origins, 
thdr ways of primary accumulation of 
capital and their knowledge of prodimtion 
processes or total lack of it The Indian com¬ 


pradors sometimes belonged to an old 
business house with a network of branches 
which carried on shartfi business (inifi- 
genous banking) and combined with it 
trading activities. As shroffs they “served at 
intermediaries for the joint stock banks”* 
set up by the British and helped in the con¬ 
duct of government finance in far-flung . 
areas: as traders they served British merchant 
firms by procuring for them goods like 
opium, cotton and jute from the hinterland 
and by selling imports from Britain on the 
domestic market. The Singhanias, Lalbhais 
and Sarabhais belong to this category. There 
were others who were brokers, banias or con¬ 
tractors to the raj who supplied provisions 
to the British Indian army at home or 
abroad. The founders of the Tata house, 
the Wadias, Lalji Naranjis, Thackerseys, 
Khimjees, Morarjees, Goenkas, Kanorias, 
Jatias, Jalans, Bajorias and so on amaissed 
fortunes by serving the imperialist bour¬ 
geoisie in such capacities. There was another 
group who were also brokers of British firms 
but who made their piles mainly as gamblers 
or speculators. 

The Gazetteer of Bombay City and Island 
spoke of a form of speculation, “known as 
Satto”, which had “existed for more than 
fifty years and is still a feature of commer¬ 
cial life in the city... The business consists 
in the making of contracts for the sale or 
purchase of any commodity or produce ot 
manufactured article or stocks and shaies 
at a specified rate deliverable at a specifted 
future time, the seller or buyer, as the case 
may be, trusting to his own csdculation or 
forecast of the market rate on such spedfied 
date The transaction is as a rule not follow^ 
ed by the actual delivery of goods, .. .and 
the transaction degenetates into simple 
gambling on the differences in rates.. 

In Bombay, besides Marwaris, Gujarati 
Hindu, Parsi and Muslim businessmen were 
engaged in the speculative business in 
opium, cotton, wheat, gold and silyer, 
government promissory notes, shares* of 
joint stock companies and so on.^ . 

The futures markets in opium, spices and 
later, hessian and raw jute were started in 
Calcutta by Marwaris and leading Marwiari 
speculators appeared before the turn of the 
century.* The stock market became the se¬ 
cond major speculative market.* 

Speaking of the Calcutta Stock Exchange 
P Lovett si^: “... the boom years during 
and just after the [first world] war brought 
in a large number of that community 
[Marwari].. .They have undoubtedly entire- 
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!ly cluBged the atmosfffiere of the Stock 
Exchange and in place of genuine stock- 
hroking business have introduced a very 

strong element of personal gambling. Many 
of these new members are speculators pure 
and simple...”'® 

The first world war, like the second, 
offered magnificent opportunities for 
speculation. As Timbcrg says, during the 
war, “Marwaris were able to reap the rewards 
df speculation on all these martos—in jute; 
jtite manufactures, jute mill shares, imported 
cement and leHned sugar, grain, cotton and 
specie:" It has been said that wealth 
‘Uterally' began to shower on Barabazar 
(Marwari-dominated market in Calcutta).'^ 
The Bengal Chamber of Commerce, the 
stronghold of British expatriate capital, felt 
greatly concerned at “the extensive gambling 
in wheat, seeds, cotton and jute that was 
going on in Barabazar to the detriment (T 
‘legitimate business”’.*' Among the princes 
of gamblers or speculators who afterwards 
became leading industrialists were the Birlas, 
Bangurs, Dalmias, Surajmall Nagarmuils, 
Kesoram Poddars, Hukumchands, 
Chamarias.'^ 

It is the huge speculative profits that 
enabled Birla, Anandilal Poddar of Bombay, 
Jamnaial Bajaj, Surajmall Nagarmull, 
Kesoram Poddar, and others to enter in¬ 
dustry.*' “The successful industrialists of 
the ‘first wave’, the immediate post-world 
war I period”, writes Timbcrg, "were almost 
exclusively from firms prominent as spccu 
lators rather than as banias to British rirms, 
dr as firms with extensive upcountry nets of 
the traditional sort”.'^ 

The founders of the Birla house, one of 
the two leading business hou.ses of India 
today, had a remarkable skill in gambling 
or speculation and made piles of money by 
means of it. G U Birla’s grandfather, 
Sheonarayan, a poor man, left his village 
home at Pilani, Rajasthan, went to Bombay 
and engaged in gambling on daily prices of 
opium. “He showed great sharpness in such 
speculation” and made a few lakhs of 
rupees. Baldeodas, his son, joined him at the 
age of about twelve and displayed similar 
skill. In 1896, ‘on the outbreak of plague in 
Bombay, Baldeodai! came to Calcutta. He 
and, later. Jugal Kishor, his eldest son, 
“showed such maturity in speculation that 
the Birla family came to be classed with the 
Chamarias”, the leading speculators of 
Calcutta. The Birlas were such inveterate 
gamblers that B M Birla, G D Birla’s 
youngest brother, was said to have won one 
and a half lakh of rupees through gambling 
on the evening of his own wedding reception. 
During the first world war, the Birla assets 
were estimated to have increased four-fold 
and they became multi-millionaires.'' 

It appears, that even by the end of 1930, 
the Bir^ who were then among the leading 
Indian business magnates, did not cease 
gambling, which was to them a valuable 
means of enrichment.'* 

So the Indian big bourgeoisie's souriras of 
primary accumulation of capital were tl^ 
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earnings as brokers and banias, as shn^, 
or as gamblers and speculators. All of them 
were gamblers and speculators but some 
were primarily so. Eminent gamblers and 
speculators like the Petits. Birlas and 
Bangurs were also brokers serving British 
patrons. G D Birla, who contributed most 
to the building of the Birla empire, bad 
begun his life as a broker to British firms. 
It was Englishmen, who, as Birla himself 
said, were his “patrons and clients’’."* 

The national bourgeois in India, on the 
other hand, belonged to altogether different 
classes or strata of society. They were neither 
brokers and banias to British firms, nor 
shroffs with a wide network of branches 
serving as intermediaries of British joint 
stock banks and merchants and managing 
government finance, nor gamblers and 
.speculators. Some of them were educated 
petty bourgeois elements—scientists, techni¬ 
cians, etc,—and some were skilled workers 
or misiries. Second, the source of their initial 
capital was their own earnings or the earn¬ 
ings of their relatives and friends. So the 
beginning was always very modest. They 
always started with small capital and, 
gradually, through hard struggle, establi.shcd 
themselves to some extent. The compradors, 
on the other hand,—a Tata, Petit, Wadia, 
Morarji Goculdas, Kasturbhai Lalbhai, 
Birla, Goenka or Ualmia—set up big units 
on the model of those operating in the 
metropolis or founded by expatriate capital 
here. 

Third, the national bourgeois knew the 
techniques of production; they not only had 
mastery over the production processes but 
often innovated products and machinery. On 
the other hand, not only was the comprador 
big bourgeoisie blissfully ignorant of the 
production techniques but it felt no interest 
in them. Their mills and factories were 
designed, erected with all machinery sup¬ 
plied, commissioned and run by foreign 
engineers, technicians and managers. The 
banias were financial wizards but had 
neither any aptitude for innovation nor any 
interest in the process of production nor were 
they distinguished for a bold and adven¬ 
turous spirit. As Amiya Kumar Bagchi 
observes, it is “management of finance and 
ability to take advantage of opportunities for 
cornering the market in key articles of trade 
and for earning speculative proBts” that 
contribute to their business success.^ 

National bourgeois Enterprises 

The national bourgeois who were genu^ 
entrepreneurs were those who foun^ 
Bengal Chemical and Phannaceutical Vforks, 
Alembic Chemicals, Bengal Immunity, 
Mohini Mohan Cotton Mills, Shri Anna¬ 
purna Cotton Mills, East India Pharma¬ 
ceutical Works, Calcutta Chemical Com¬ 
pany, Calcutta Fan W»rks, ScientlBc and 
Industrial Glass Co Ltd, Krishna Plicate and 
Glass Wbrks, Bharat Batt^ Manufactur¬ 
ing Company, Bengal Witerproof, Bhmat 
Jute Mills and India Machinery Company 


and maiv other eriferprisies of tltis Iijnd‘.M 
different parts of Ihdta. Mere we m^r men¬ 
tion a few facts to underline the basic dif¬ 
ferences between them and the comprador 
big bourgeois. 

Bengal Chemical and Pharmaceutical 
Works, the pioneer chemical and pharma¬ 
ceutical Tirm in the Indian sub-continent, 
was set up on a very modest scale in 1892 
by P C Roy, an eminent scientist, professor 
of chemistry in the University of Calcutta 
and true nationalist. The growth was slow 
but steady. It had its own research labo¬ 
ratory, developed many vital drugs and pro¬ 
duced them from basic stages without any 
foreign help and mainly with indigenous raw 
materials. It revived the use also of some 
potent indigenous drugs. It had an engineer¬ 
ing department to manufacture necessary 
machinery and equipment. Its policy was 
one of learning and innovating while doing. 
Its founder wanted it to be an “institution 
where the genius of the young men of the 
country could tlnd full play for creation and 
organisation”. Its objective was not merely 
to make profits but to harness science and 
technology for productive purposes and to 
attain self- reliance.'* 

Bengal Immunity was founded by eminent 
doctors who set up a small laboratory in a 
small room in 1919. Captain Narendranath 
Dutt, who had worked as an ordinary 
labourer in Helds and factories during his 
.student days and joined the Indian Medical 
Service during world war I, took charge of 
the company in 1923 when it faced an acute 
crisis. It set up several faaories and a big 
well-equipped research laboratory. Dispensing 
with imported intermediate goods, it pro¬ 
duced Hne chemicals from indigenous basic 
raw materials and manufactured machinery 
and components in its own workshop." 

Calcutta Chemicals had also an humble 
beginning in 1916 with an initial capital of 
Rs 9,000. Its three founders—Rajendra Nath 
Sen, Birendra Nath Maitra and Khagendra 
Chandra Dasgupta—were distinguished 
students of science and teachers at the 
Bengal Engineering College, Shibpur. 
Dasgupta took part in the Swadeshi move¬ 
ment and had one of his hands broken by 
the police He was sent by the ‘Society for 
the Advancement of Scientific and Indus¬ 
trial Education for Indians’, Calcutta, fint 
to Japan and then to the US for higher 
studies. He obtained BSc from Stanford 
Unvtrsity and worked as a chemist u> a large 
factory in the US .for some time On his 
return he became a professor of chemistry 
at the Shibpur B £ college He was arrested 
in 1914 for trying to help the patriots of the 
Krmagatamaiu." 

East India PharnuKeutica] Works was set 
up in 1936 with only five or six workers and 
a paid-up capital of Rs 12,182 only, the 
founder of the compai^, Ashok Sen, had 
been doing research in the Calmitta.Uiuver- 
dty Science College before he jdned Bengal 
Iramuni^. Like ldmf.two other chemists M 
Bmgal Imnwhity to set up Bast India' 
Pharmaoeutiimis. llirim Diitt Gu]^ who 
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beciwe its managing director, had been a 
member of the Jugantar Party, a petty 
bourgeois revolutionary organisation which 
beiieved^in the armed overthrow of the raj 
and was' imprisoned in 1931. M the end of 
his four-year term of imprisonment, he was 
interned as a detenu until 1938. A fellow- 
detenu for seven years had been Jyotirmay 
Sengupta, who too joined East India. Refus¬ 
ing to depend on foreign technology, it has 
built up its own research laboratories equip¬ 
ped with modem scientific instruments. And 
most of the mechanical instruments used in 
its factories had been designed and manufac¬ 
tured by its own engineering division. *'* 

Nani Copal Sarkar, one of the two 
promoters of Scientific and Industrial Glass 
Company, the first company in India to 
manufacture scientific glass, learnt the pro¬ 
cess of manufacturing industrial glass in this 
country, as well as in Germany and other 
places. Ranajit Roy, the other promoter who 
had obtained tripos in natural sciences from 
the Cambridge University, joined him and 
raised the initial capital of about Rs 60,000 
for the company which was set up in 1937. 
Among others who helped the enterprise was 
Amulya Biswas, who was endowed with a 
scientific talent and manufactured many 
complicated scientiBc equipment in his 
machine shop in Calcutta.^’ '' 

The founder of Krishna Silicate and Glass 
Works Ltd, Bibhuti Bhusan Sarkar, when 
quite young, was imprisoned for political 
reasons in Burma from 1933 to 1936. On his 
release he had a brilliant academic career 
and obtained his master’s degree in applied 
physics. Helped with a plot of land and an 
initial capital of Rs 6,000 by a sympathetic 
person, he set up a factory in 1943 with only 
twenty workers. The automatic machine that 
was installed at its Baruipur unit was im¬ 
ported from the US but smaller machines 
were manufactured in the company’s 
machine shop.^ 

Bengal Waterproof Works was the first 
firm in India to manufacture waterproof. It 
is still the leader in the field of rubber-based 
waterproof and protective footwear. Its 
founder, Suiendra Mohan Basu, obtained a 
scholarship and left for Japan to learn dye¬ 
ing and Calico printing. From there he went 
to the US, graduated in industrial chemistry 
from the Stanford University, obtained an 
MSc degree from the University of California 
and worked for some time in the Inter¬ 
national Harvester Company. In September 
1914, on his return to In^a, he was arrested 
for his contacts with the Ghadar Party. 
Again, after some time, he was arrested 
unte the Defence of India Act and interned 
in Hamirpur in the UP. He had contacts 
vrith Indian revolutionary exiles like 
Madanre Cama, Sardar AJit Singh and 
Shyamajl Krishnavarma. While under in* 
tejtwnent in Hatairpur during the first world 
wiuv, be. eqidpped a small laboratory and 
cgrrM on-fcsaaich (4 manufacture water- 
nipof; ^otb- aa^ dmsii through chemical 
Rftea^litDtBetiin^afterthee^ 


of. the wair, he up in 1920,>ith the help 
of his brothers, Bengal Waterproof Works 
in their rented house,^^ 

Alembic Chemicals, first set up in 
Bombay in 1903 and re-established in 
Baroda in 1907, which had also a modest 
beginning, is today the largest indigenous 
pharmaceutical firm in India. B D Amin, 
one of the three founders of Alembic was 
a Patidar. not a bania. His son.s. Ramanbhai 
and Nanubhai fatel, educated respectively 
in Germany ami the US at MIT, and Cornell, 
“take great pride in the fact that the Alembic 
complex was developed with essentially no 
foreign collaboration (by contrast with some 
of the newer chemical/pharmaceutical 
houses, such a.s the Sarabhai firms, also in 
Baroda)’’.In 1965 Alembic Chemicals us¬ 
ed foreign technology to manufacture or im¬ 
prove five products, but these account for 
a small percentage of the total value of 
production.*’ 

We shall not multiply such instances. Wc 
shall refer to another class of genuine entre¬ 
preneurs. According to a report of a survey 
undertaken by the Jadavpur University, 
Calcutta, under the auspices of the Reserve 
Bank of India, between July I960 and April 
1%1, there were 1168 small engineering units 
in central Howrah: 707 of them employed 
less than 10 persons each; 198, 10 to 19 
persons; 163, 20 to 49 persons; 80, SO to 200 
persons: and only 20, over 200 persons each. 
Most of the owners are themselves skilled 
inistriey, “they often buy machines scrapped 
by the large engineering concerns in Calcutta 
at an almost nominal price (c g, Rs 500 for 
a machine worth Rs 30,000 as stated by one 
such happy buyer) and build them anew in 
their factories. Many of the finer accessories 
of such machines are done away with in the 
process of this remaking and much of the 
accuracy also goes out of them... It is also 
quite usual for them to manufacture some 
machines In toto, copying what they call the 
'mother’ machine ... leaving out again 
many of the accessories’’.*® The report 
states that the skilled mistries, who pro¬ 
moted these units, "started independently, 
with their skill as the only important asset 
and some make-shift arrangement for 
factory space and a small old lathe, often 
reconditioned by themselves... They use 
their eyes for meters and fingers for intricate 
machines for testing accuracy and smooth¬ 
ness, and do things which our engineering 
investigators declared to be unusually good. 
This of couree, is not the case with the 
majority of workers any more, but the 
percentage of skilled workers is still very 
high”** It may be noted that the over¬ 
whelming nuflority of these units were set 
up before 1947. The report goes on to 
observe: “Like their European counterparts 
in the eighteenth century, the pioneer 
industrialists (of Howrah] started entirdy 
with their own resources... The only dif¬ 
ference with the English i^oneers lay iii.the 
really small amounts which they could 
icnpe togetjher to make a start, 'ik came 
gcroM maiBr Arms, some now quite big, 


where the only resource With which' they/] 
started thdr business was a lathe diKkrded". 
by some big business firm. Their capital, in ; 
a figurative sense, was their own skill and 
their confidence in themselves... like the ' 
English pioneers, most of tlwm achieved tlds. 
expansion through modest living, ploughing 
back their profits, and making most of the. 
limited resources, which could thus be- 
scraped together.** 

Referring to the history of the form of 
ownership, the report points out that “there - 
was an evolution almost following the lines- 
of development in England, with a lag of. 
a century, from private proprietorship to:,; 
partnership and then to private limited com-. 
pany. But this is the point, we noted, where, 
their history appears to have stopped 
somewhat abruptly. There are only two’ 
public limited companies out of the 200.]' 
units surveyed and those two werp so only 
in name, with hardly any shares sold to the 
public!’'* 

As regards quality, the products of the . 
Howrah units, according to some big in¬ 
dustrial concerns which are among their 
principal buyers, bear a good tolerance limit. 
Some of the small workshops are said to‘ 
produce first class materials but lack tools, 
for extra accurate work.*^ 

Chief among the problems these units face 
are delay in receiving payment from the 
government for the work done, denial by the 
government of any quota or adequate quota 
for raw materials and lack of finance for 
buying machines.** 

The report strikes a pessimi.vtic note: 

Most small owners are workers with am¬ 
bition, though linuicd, and are men of deter¬ 
mination, quick to learn and with much 
forbearance. This is how they make up the' 
lack of rinance, and. in a way, the fact that 
they have not secured much aid has done 
them good: they have learnt it the hard way. 
Barring a few cases of rich beginners ... the 
way many of them have made a start makes 
very interesting and stimulating reading... 

It is dif Hcult indeed to explain, but one has 
a feeling often of coming across occasionally 
a small man who has unmistakable, and wc 
hope indomitable, urge for growing big as 
many indeed have and no doubt some others 
will ... There is no doubt that a few WiU. 
.survive almost any harard, and will grow 
without any assistance, but on tbe whole the 
odds against them make a rather depressiiq; 
reading, and their lot is much worse com¬ 
pared even to the medium units for whom 
the long run prospects are not very bright 
either. ** 

This was what Marx called "the really 
revolutionising path’’** to capiudism— ttif 
path that P C Rays, Amins, Ashok Sens, 
Surendra Mohan Basus and the. skilled 
owner mistries of Howrah followed. But the 
revolution^ elements were cabined, iaibbed 
and confined under colonial rule under 

the post-colonial order when imperialist 
capital and its big compradors donated 
anddominate. Many of them ftdl by the 
roadside; some survive somehow and a few 
' hke Alembic Chemicals, East India Phanna- 
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ceuticals and Bengal Waterproof attain a 
middle tx>urgeois status. 

The pathi of ind^ndent development 
that the national bourgeoisie followed may 
be c^ntnsted with the path of development 
pursued by the compradors. The Delhi Cloth 
Mills, one of India’s largest industrial com¬ 
plexes today, was founded in 1888 by pro¬ 
moters, “mostly Agarwal banias who had 
never seen a cotton milT’.^" So an 
Englishman was entrusted with the task of 
setting it up. The Bombay and Ahmedabad 
millowners had followed the same practice. 
Wealthy comprador merchants, money¬ 
lenders and gamblers, often rolled into otic, 
lured by the vision of more than usual pro¬ 
fits, promoted cotton mills but these were 
designed, supplied erected, commissioned, 
run and managed by Britishers for them. 
Even the building plans and instructions 
often came from British firm.s.” 

Guided Inuustriai isai ion 

The ‘organic links’ that were forged before 
and after 1914 between imperialist capital 
and Indian big business houses have been 
described in chapters 7 and 8 of The Indian 
Rig Bourgeoisie. We may take up here 
Pavlov's theory about the antagonism that 
grew between imperialist capital and Indian 
big capital during the inter-war' years. 

During first world war itself the raj was 
convinced that some guided industrialisation 
in India was essential for political, economic 
and military reasons.'"’ Perhaps it would 
not be wrong to describe Britain after first 
world war as a hobbled giant. As Hobsbawm 
writes. "At the very moment when Britain 
emerged on the victorious side in the first 
major war since Napoleon, when her phief 
continental rival Germany was on her knec!,, 
when the British Empire, sometimes lightly 
and unconvincingly disguised as ‘mandates’, 
‘protectorates' and satellite middle eastern 
states, covered a greater extent of the world 
map than ever before, the traditional 
economy of Britain not only ceased to grow, 
but contracted ... ‘Economic declintf 
something that economists argued about 
before 1914, now became a palpable fact”*' 

Till 1914, cotton textiles, coal, ship 
building, steel and iron were Britain’s staple 
industries. Even before 1914 its superiority 
in them,, except in ship building, was dis¬ 
appearing as rivals lilw the US, Germany, 
France and Belgium challenged its supre¬ 
macy. In the production of steel, “the crucial 
commodity of industrialisation”, Britain was 
surpassed by the US and Germany by the 
early 1890s. In 1895-98 the imports of 
Bel^an steel into India outstripp^ those 
from Britain.*^ British imttbtries like cotton 
textiles lost their competitive power and 
relied for markets mainly on its colonies. 
Before the war its invmtments overseas rose 
while its domestic investments continued to 
fall. Unable tb compete with its rivals as a 
‘workshop of the world’, it was until first 
world war “the gieatmt conunerdal power” 
and ’’the neatest ^urce of intemational 


loan capital”—the advantages it enjoyed 
because of its political control over a large 
empire. Britain, as Hobsbawm observed, 
“was becoming a parasitic rather than a 
competitive economy”.'*’ 

During the inter-war years “there were", 
to quote Alfred E Kahn, “unprcccdenied 
harsh secular declines, radical breaks with 
the great continuous upward trends of the 
preceding century”.'** When strong winds of 
change were blowing through the US and 
western Europe, they grew si uggish as they 
reached Britain and the economy of the first 
indu»trial power in the world began to 
decline because of its conservatism. Its 
technology was archaic; unlike its rivals like 
the US, it failed to adopt mass production 
methods; and cartels and monopolies, etc, 
were slow to develop here. For instance, 
loincashirc’s decline was due to its inherent 
weakncss~the smallness of its units, in¬ 
sufficient capital and out-of-date plants and 
methods compared to the rising industries 
of Japan and the US.'*’ Referring to the 
erosicn of Lancashire's competitive power, 
Buchanan, writing in the early thirties, 
observed; "... Japan, in the past 25 years, has 
built up an industry whose goods are now 
being sold in the shops of Manchester”.**’ 
But “the inter-war years”, as Hobsbawm 
says, “were not entirely wasted”. And by 
1939 “Britain was no longer a Victorian 
economy. The importance of scientiHc 
technology, of mass-production methods, of 
industry producing for the mass market, but 
above all of economic concentration, 
‘monopoly capitalism’ and state intervention 
was very much greater .. .in 1914 Britain 
wa.s perhaps the least concentrated of the 
great industrial economies and in 1939 one 
of the most!’*’ These were the years which 
saw the development of new growth in¬ 
dustries and the rise of giant monop«'.ly 
firms like Imperial Chemical Industries, 
Unilever and Guest. Keen and Nettlefold. 
While the old industries declined, the new 
growth industries like electricals, 
automobiles, aircraft, rayon and silk pro¬ 
spered from about 1924.** 

During the war itself the hobbled British 
giant felt the need for some guided indus¬ 
trialisation in India to prevent imperialist 
rivals from trespassing upon the Indian 
market. In a despatch to the secretary of 
state for India on November 28.1915, Lord 
Harding^s government wrote: 

It is becoming increasiiigly clear that a 
definite and setf-coiudous policy of improv¬ 
ing the industrial capabilities of India will 
have to be pursued after the war, unless she 
is to become more and more a dumping 
ground for the manufactures of foreign 
nations.** 

It was the same reason why earfio', in 1900, 
the secretary of suite insisted that Jamsetji 
Ikta should build the 'Qua Steel Plant, and 
the Indian government mwe all help to the 
Iktas to see it through.™ 

In 1918 the Montagu-Chelmsford Report 
on India’s Constitutional Refmms also 
stated: 


There are po/l/ira/considerations peculiar' 
to India itself. But both on economic and. • 
military grounds imperial interests also ■ 
demand that the natural resources of India ’ 
should henceforth be belter realised. We can¬ 
not measure the access of strength which an 
industrialised India will bring to the power' 
of the Empire; but we are .sure tnat it wilt 
be welcome after the war.’* 

Besides economic reasons, global strategic 
considerations played an important role The 
first world war highlighted the necessity of 
an industrial base in the east for the con¬ 
duct of a modern war. As Clive Dewey 
writes, “peacetime industrial policy was con¬ 
ceived as preparation for the next war”.** 

It may be noted that as a supply base dur- ' 
ing the second world war, India played a 
much more important role than dominions . 
like Australia and New Zealand and other 
colonies. 

Political considerations were hardly less 
important. British imperialism emerged out 
of the war much weaker than before. It tost 
the leading position in the capitalist- 
imperialist world to US imperitdism and was 
squeezed out of its inform^ Latin American 
empire. Besides, the victory of the pro¬ 
letarian revolution in Russia and the 
emergence of the world’s first socialist state 
in 1917 presented a threat to the imperialist 
system itself. 

Within India there was widespread unrest 
among the masses. Though anger and hatred 
towards the raj because of intensified op¬ 
pression and exploitation during the war¬ 
time smouldered within the hearts of the 
people, they could find only isolated and 
sporadic outbursts. The raj was afraid of a 
post-war upheaval and prepared to meet the 
situation by rallying Indian collaboraton. 
The Montagu declaration of August 1917^ 
Montagu's visit to India in 191'7-18 when 
suppliants including Gandhi, Tilak, Motilai 
and Jinnah waited on him. the Montagu- 
Chelmsford Report of July 1918 and the 
Government of India Act of 1919 were in¬ 
tended to associate the leaders of the upper 
classes with the colonia! administration. The 
purpose, no doubt, was to strengthen the 
British raj, not to weaken it. As the secretary 
of state “pointed out to the house of the 
commons in February 1922, such advance 
was conditional on Indian ‘good conduo’ 
and, in the imperial context, this included 
loyalty to the empire and preparedness to put 
the interests of the imperial power above 
those of India alone!’” Tb strengthen their 
social base within the colony when the firA 
world war had created an explosive dtua- 
tion and when the proletarian revolution in 
Russia had set an example before all Digres¬ 
sed peoples, the British imperialists extendad 
some concessions to that section of the 
Indian bourgeoisie which was quite willing 
“to put the interests of the imperial power 
above those of India" and “/o play a part 
in the imperialist sysiemV The concessions 
were granted in order, as Judith Brown says, 
“to contain growing public discontent and 
to attnet collaborators who would form a 
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ijsuble foundation for their rule...”” In 
Wher words, the concessions were intended 
construct a framework in which Indian 
^politics could develop in a manner that 
would strengthen, rather than weaken, the 

The British imperialists expected that if 
.Indian resources were developed by British 
Mpital with Indian capital playing a sub- 
ior^nate role, this would prevent imperialist 
.'jpDachers from trespassing on Britain’s 
'‘Indian preserves and benefit British capital. 
tlU then, “^ihe traditional British aim of 
'.developing India as a market for British 
manufactured goods in return fo' India's 
food and raw materials was achieved by the 
combination of an active state poli<^ in the 
fields of transport, communication and 
irrigation development with a passive state 
policy in the name of laissez fare with 
respect to industrial development".''' I'his 
policy was proposed (o be somewhat 
moditled in the new conditions that had 
arisen. Guided development, judicious 
Economic safeguards’ for British capita] and 
adoption of ‘imperial preference* in matters 
of tariff were expected to help, not harm, 
the interests of British capital. 

Surveying the prospects for British capital 
in India soon after the war, I'homas 
Ainscough, the then senior UK trade com* 
missioner, observed: 

A new era is dawning for India—the era 
of industrial expansion, during which the 
great* Dependency will gradually take her 
place as an important manufacturing country 
and « valuable industrial asset to the 
Empire.’^ 

Pandit Madan Mohan Malaviya, an 
eminent Congress and Hindu Mahasabha 
leader, good friend of the princes, the Birlas 
and other big boiugeois, and member of the 
Indian Industrial Commission 1916-18, 
hailed the new ‘dawn’ and declared; 

The hope of Indians for the industrial 
devdopmeni of their country has been fur¬ 
ther strengthened by the knowledge, that, like 
their noble predeceuors in office; the present 
viceroy and the secretary of state are also 
convinced of the necessity of a liberal poiicy 
being adopted in respect of Indian industrial 
development.’' 

The Indian Fiscal Commission 1921-22, 
of which l^r Ibrahim Rahimtoola was presi¬ 
dent and G D Birla and Narottam Morarjee 
were among the members, emphasised the 
need for foreign capital and stat^ that it was 
to the foreign capitalist "that we must look 
largely at first for the introduction of new 
industries and for instruction in the 
economics of mass production”.” 

While upholding the above view in their 
‘Minute of Dissent’, Birla, Morarjee, 
Rahimtoola and two other members said 
that they ‘‘would raise no objection to 
foreign capital in India obtaining the benefit 
of the protective policy provided suitable 
conditions are laid down to safeguard the 
casentiai interests of India... It is because 
we desire t^t industrialisation shou^ pro¬ 
ceed very ^pidly that we are prepared fo 


accept the advent of foreign capital to 
accelerate the pace"* They added: ‘‘It is a 
mere common-place to say that a rich India 
is a tOwer of strength to the Empire, fthiie' 
an economically weak India is a source of 
weakness".'*’ 

At the second annual se.s.sion of the 
Federation of Indian Chambers of Coin- 
meae and Industry (FICCl), held in Calcutta 
in December 1928 and inaugurated by 
viceroy Lord Irwin, Sir Purshoiamdas 
Thakurdas, the outstanding leader of the 
Indian big bourgeoisie, who was presiding, 
"pleaded for co-operation between Indian 
and British commercial interests, and with 
his characteristic foresight, stated that 
‘Englishmen in India understand that Indian 
leaders have no predatory intentions and 
that in a self-governing India, British in¬ 
terests will be as secure as at the picsent 
day’ 

The third annual session of the federation 
held in February 1930 under the president¬ 
ship of G D Birla was also inaugurated by 
Ijord Irwin. Birla, too, fervently pleaded for 
co-operation between British and Indian 
capital. He said; “A prosperous India alone 
can redeem her debt (sict). They [the British 
capitalist] owe it as much to themselves as 
to this country, to strive in co-operation with 
Indians for a new order of things”.^’ 
Significantly, Birha sought to build his ‘nw 
order’ not by fighting and ousting im¬ 
perialist capital but by colluding with it. 

Another significant indication of the way 
in which the wind was blowing was provided 
by the report of the Motilal Nehru Commit¬ 
tee, which had been appointed by the ‘All 
Parties Conference* to draft a ‘Swaraj* con¬ 
stitution for India in 1928. The report said: 

As regards European commerce we can¬ 
not see why men who have put great sums 
of money into India should at all be nervous. 
It is inconceivable that there can be any 
discriminating legislation against any com¬ 
munity doing business lawfully in India. 
The report went on to add: 

If, however, there are any special interests 
of European commerce which require special 
treatment in future, it is only fair that in 
regard to the protection of those interests, 
Europeans should formulate their proposals 
and we have no doid>t that they will receive 
proper consideration fremt those who are 
anxious for a peaceful solution of the 
political problem.” 

Contrary to what Pariov and other Soviet 
writers have asMrted, the Indian big 
bourgeoisie was not seekiqg confrontation 
with imperialist capital in the twenties and 
thirties but collaboration with it. The 
positive lecommendations of the Indian In¬ 
dustrial Commission 1916-18, the Fiscal 
Autonomy Convention, the appointment of 
the Indian Fiscal Commission 1921-22, the 
appointment of the Utriff Boards, the grant 
of protection and subsidies to certain in¬ 
dustries such as cotton, iron and sted, pqser, 
matches, heavy chemicals and sugar rot^ 
great expectations in the minds of the big 
. bourgeois. While the excise duty on Indian 


cotton textiles, a subject ofmuch grievance 
of the Indian and British epttim mitlownen 
in India, was removed in 192S, increasipg 
doses of import duty were imposed on 
l-ancashire and Japanese cloth, especially 
Japanese cotton textiles, fo protect Indian 
textiles. The imposition of protective duties 
on paiK-! and sugar, especially sugar, in the 
early thirties thrilled the hearts of the big 
bourgeoisie, who rushed to set up sugar 
mills. As George Schuster, the.j finance 
member of the viceroy’s executive council, 
said. I he sugar industry earned a profit of 
400 per cent in 19.33.*’ 

It may be noted that towards the end of 
1929, Indians were admitted to the Baltic 
F.xchange and other commercial bodies in 
Ixindon through the influence of viceroy 
Irwin—a step which Thakurdas hailed as 
being ‘‘in the right direction of bringing the 
two countries together in matters-commer- 
cial and political.** These concessions 
benefited several Indian business magnates, 
chief among whom were the Birlas and 
Scindias.®' 

Both European expatriate capital and 
Indian big capital were seeking co-operation 
with each other-not conflict. While oppos¬ 
ing discrimination of a racial and communal 
character, a letter dated July 27.1929, circu¬ 
lated by the secretary of the British- 
dominated Associated Chambers of Com¬ 
merce of India and Ceylon, assured Indian 
business magnates that the organisation of 
British expatriate capital was not ‘‘un¬ 
sympathetic to Indian economic aspira¬ 
tions” and stated: 

This a.ssociation does not believe that 
Indian and British interests arc irreconcilable; 
on the contrary, it holds that the trade and 
prosperity of the two countries are and must 
be interdependent.** 

A reply to this circular, drafted by 
G D Birla on behalf of the FlCCI, while 
claiming India's right to discriminate against 
foreign interests, appealed ‘‘to every right- 
thinking Englishman to judge the situation 
c^mly and decide for himseif whether a pro¬ 
sperous, self-governing, contented and 
friendly India is a more valuable asset to the 
Empire... Wt agree that Indian and British 
interests are not irreconcilable and there is 
enou]^ room for both the communities to 
work in close co-operation... 

The reply approvingly cited the first of the 
two passages that we have quoted from the 
report of the Motilal N^ru CommittM, 
assuring British capital that there would-be 
no discrimination .against it in . a Swaraj 
India.** 

In a letter, dated June 7 1929, to N M 
Mazttihdar of Ihtaltd, London, writtm fbr 
the beneHt of Sir Oorab Ihta, Thakurdas 
also mentioned "the great scope for co¬ 
operation between Indian and European 
merchants and industrialisu”.'’* 

Between 1920and 1938 Indian industrial 
production more tbap doubled.^* Both 
fordgn and Indian c^tat contributed fo.ihis 
growth. Private foreign sterling capifot and 
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private foiti^ rqpee capital that in¬ 
vested in' India between 1921 and 1938 
amounted to £ 33.934 million and Rs 220,5 
million mpwtively, of which British in¬ 
vestors provided £ 21.285 million and 
Rs 159.7 million, a total of Rs 343.4 million 
worth of new investment.’'' 

V1 Pavlov has observed: "The discrepancy 
between the accumulation of money capital 
and its productive utilisation grew during the 
war and as a result of the war. It was, in our 
opinion, the principal economic reason for 
the sharpening contradiction between the 
Indian bourgeoisie and imperialism in the 
post-war [i c, post-first world war) years. 
Soviet scholars writing on India seem to have 
one purpose—to produce stuff that would 
defend Soviet foreign policy. Otherwise, a 
statement of this type which has hardly any 
relation to facts, could not be made. Duiing 
and for some years after the war the Indian 
cotton textile industry and the iron and steel 
industry, the only two industries in which 
large amounts of Indian capital were in¬ 
vested, made fabulous profits. Big brokers 
and speculator.s too, made undreamt of pro- 
liis during the war. Speaking of trade in raw 
jute, for instance, Omkar Goswami writes 
that traders manipulated things in such a 
way that the price of raw jute was per¬ 
manently depressed and they “did very well 
for ihem.seivcs by simultaneodsiy maxi- 
mi-ing the trade and/a/Arn profits”.^'* And 
alter the war, the war profits and official 
policies ted to the expansion of the cotton 
and iron and steel industries, the involve¬ 
ment of Indian big capital in jute, paper, 
cement, sugar and a few other industries, and 
the emergence of new groups of the Indian 
big bourgeoisie—the Birias, Singhanias, Sri 
Kams, Uoenkas, Dalmia Jains, Surajinall- 
Nagarmulls, Ruias, Poddars, Thapars, 
Walchands, Chettiyars, Naidus, etc. A big 
chunk of Indian big capital was invested also 
in comp-inics controlled by European 
managing agencies. As we have seen, 
Ci D Birla, Narottam Morarjee and others 
as members of the Indian Fiscal Commis¬ 
sion 1921-22. were not opposing but inviting 
fresh foreign capital. Collusion between the 
two to fleetv the people was the primary 
aspect; whatever contradiction was there 
over tariff, the sterling-rupee ration imperial 
preference, .etc, was secondary. 

The fact is, the Indian business magnates 
were eager to exploit the profitable oppor¬ 
tunities that had opened out before them 
after first world war and were opening out, 
especially in the early thirties. The positive 
aspects of the government’s commercial and 
fiscal policies—positive from their point ol 
\iew—.as Claude MarcovUs’notett, “tended 
to overshadow the negative .aspects of the 
currency restriction and financial strin¬ 
gency".*-' The Indian big bourgeoisie 
wanted to wax fatter within the orbit of im- 
.ncrialism, not outside it. They found ample 
scope for cooperation with imperialist 
capital, despite sditie conflicts on the issue 
■ike the sterliflg-knjiieejtatio. Above all, they 
wanted peace tolnfo H? profits that wen 


quite alluring. For instance, Sir Shri Ram’s 
Delhi. Cloth Mills paid a total annual divi¬ 
dend'of 135 per cent in 1930-31.’’* They 
were not so stupid as to risk their business 
empires in a confrontation- with Che raj. 

During the second Round Table Con¬ 
ference in Ix>ndon in 1931, the represen¬ 
tatives of the FlCCl—Purshotamdas 
Thakurdas, G D Birla and Jamal 
Mohamed—like Gandhi, the sole represen¬ 
tative of the Congress at the conference, were 
willing to agree to ‘safeguards’ to protect the 
interests of British capital in India.’’’’ 

It was about this time—the depression 
years—that G D Birla told Edward Bendtali, 
the senior partner of Bird Meilgers, a 
Calculta-bascd leading British managing 
agency,^* who represented British expatriate 
capital at the second Round Tabic 
Conference, 

that for the last ten years of his life he had 
been taking up an attitude of opposition, 
which was more often than not of a bitter 
nature (sic!) because it was the only way he 
could pm pres.sure to bear on the objects be 
had in mind, but that, henceforward, he 
desired to work in eullaboration and to drop 
ail his hostility.’*' 

“According to Benthall”, writes Marcovits, 
“he [Birla] even aprieared ready to guarantee 
non-di.scrimination in the future against 
British business interests in India. 

It was during the early thirties that those 
British business magnates “who had for a 
long time recognised the virtues of co¬ 
operation between British and Indian in¬ 
terests now felt, in Benthall’s words, that the 
'time is ripe ... because there is at the pre- 
.sent moment a bond of unity between the 
two in their joint opposition to Japan’.’’" 
In a note Chatterji adds; “The Association 
of British Chambers of Commerce offered 
its offices for bringing millowners from 
Bombay and Manchester together’’.'^ 

The Federation of British Industries em¬ 
phasised “the increased importance of 
Empire for the British economy and pre¬ 
scribed imperial economic co-operation as 
the only possible way out for the crisis- 
ridden and increasingly non-competitive 
British economy”.*’ A report of the federa¬ 
tion stated: . .Great Britain has the 
possibility of creating (with her empire) an 
economic group of unlimited possibilities”, 
without which its competitive position 
would be “extremely disadvantageous”.*' 
The response from thrir Indian counterparts 
was far from discouraging. 

The opposition by a section of the Indian 
bourgeoisie to the Ottawa .Agreement of 
1932 and the Indo-British agreements of 
1935 and 1939, which extended preference 
to a number of empire goods, especially 
British manufactures in return for preference 
to India’s raw material exports, is sometimes; 
highlighted as a shining example of the 
Indian big boui^eoisie's antagonism toward 
imperialist capital. This imposition of Im¬ 
perial preference was designed to tie the 
. British colonies and dominions closer to 
Britain and to (M’petuatc the same old 





colonial economy relationship. “But”, as .'>5 
B Chatterji writes, “denunciation did not 
mean the end of the principle of economic v- 
co-operation. Among the Indian commercial ' 
clas.ses, as the viceroy gloomily observed, ; 
there was a conviction that if India denoun- 
ced the agreement, the UK would, for 
political as well as economic reasons, hurry i,- 
foiward with offers of an agreement much 
more favourable to Indial’*' The opposition 
was intended not to change the colonial j 
economic relationship but to obtain some 
concessions. 

On March 14, 1932, before the Ottawa 
• Conference, G D Birla wrote to the .secretary 
of state; 

With reference to the Ottawa Conferences-' 
if it is your desire that Indian trade and com- { 
iietce should be repre.senied at the con- '■> 
terence, ... Sir Purshotamdas would be .; 
uelighteJ to accept the inviiaiion when it is 
esienUed to him. 1 am writing this with his 
tull consent. The committee of the federa¬ 
tion will not be averse to this proposition. 
We realise the importance of this conference 
and you may rely on our support in the right 
direction.** 

The government of India chose to ^point 
Sir Shanmukham Chetty, instead of Sir 
Purshotamdas, as its delegate to the Ottawa 
Conference. On November 25, 1932, 
Thakurdas wired to Birla from London that 
Hoare (the secretary of state) “complained 
to me about your taking a leading part in 
the agitation against the Ottawa bill, and 
said that the government of India had in¬ 
formed him to that effect.”*’ Birla’s 
telegram in reply to Thakurdas, sent on the 
sai le day, when decoded, read that Hoare's 
“information [is] utterly untrue... [1] have 
done nothing to embarrass or organise any 
opposition ... Assure him [he] will not only 
find me never embarrassing but really 
helpful if only there was more trust which 
is hopelessly tacking jin] India.”** 

The tariff protection and subsidies to 
industries in India, offered during the 
twenties and thirties, were intended to shut 
out not British goods so much as other 
foreign goods. At the 1930 Imperial 
Economic Con ference Geoffrey Corbett, the 
commerce member of the government of 
India, pointed out: 

I have already explained that it is foreigo 
goods that are replaidni Britirii goods in the 
Indian market. It follows that it Is frequently 
against foreign goods that Indian industries 
require protection. In some lines there is 
really no competition at all between British 
goods and In^an goods. In other lines the 
measure of protection required is far less... 

In our schemes for protecting the steel in¬ 
dustry and the cotton textile industry ... w« 
have recognised this difference and we have 
Hired differential duties for British and . 
foreign goods.** 

Many political scientists and historians are 
apt to exaggerate the contradiction between 
imperialist and Indian big capital. Thtgr 
seem to ignore what D R Gad^t noted: 
Many modem industries in the country have 
become established behind tariff walls. Hie 
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iron and steel and the sugar industries owe 
their development entirely to protection 
granted for long periods. Old. established 
indastries like cotton manufactures have had 
to seek, and have obtained, protection 
against Japanese competition.*'*' 

Writing in 1947, Cadgil referred to the 
Indian business magnates as “the reactionary 
eiements represented primarily by the finan¬ 
cial interests which have grown during the 
last twenty-five years to heights of wealth 
and political influence undreamt of before 
in the history of Indian society”.** 

The Indian big bourgeoisie avidly 
welcomed the concessions the raj offered 
during the inter-war years and it is not 
antagonism but fidelity to the raj and close 
co-operation with imperialist capital that 
rais^ it “to heights of wealth and political 
influence undreamt of before”. It is out of 
the merger of and close co-operation bet¬ 
ween British and Indian big capital that a 
monopoly firm like the Associated Cement 
Companies and a cartel like the Indian 
Sugar Syndicate arose in the thirties. 

Interestingly, Sir James Grigg. flnance 
member of the viceroy’s executive council, 
noted with regret early in 1939 that the policy 
of expatriate British capitalists “is now 
frankly that of making friends with the 
mammon of unrighteousness, c g, Birla and 
Benthall hunt together for quick profits”.*^ 
G D Birla’s letter of January 19, 1935 to 
Sir Samuel Hoate, then secretary of state for 
India, is illuminating. 

“I am not at all frightened”, he wrote, “of 
the safeguards ... whatever be the safe¬ 
guards, they would not hinder the progress 
if there was genuine sympathy and goodwill 
behind them!’ He concluded the letter with 
the characteristic observation that the two 
countries—England and India-^'by destiny 
arc bound together”.’^ 

When the second Round 1bble Conference 
failed, and the Civil Disobedience Movement 
entered its second phase and widespread 
repression was let loose, G O Birla assured 
the secretary of state: 

The best service 1 can render to my own 
country as well as to the cause of co¬ 
operation [between India and Britain] is to 
persuade the federation [FICCI] to offlcial- 
ly offer its co-operation ... I shall discuss 
there [in Calcutta] with Mr Benthall and 
some others the question of closer co¬ 
operation between the two communities in¬ 
terested in trade and commerce.** 

In his letter of March 14, 1932, to Sir 
Samuel Hoare, Birla placed his ‘humble 
services’ at the disposal of the secretary of 
state and assured him: “.. .you will find us 
always ready to work for the economic 
interest, leaving aside sentiment and 
politics”.** 

Birla was all the time harping on the 
necessity of “a friendly and permanent 
■settlement”. He wrote to Sir Walter Layton 
on May 20j 1932. 

In fact if I would be dealing entirriy with 
businessmen I should not find any difficulty 
in convincing them that the intend of !n<Ua 
as veil (B of Great Britain lay In a friendly 


and permanent settlement. ..lam writing 
this as an Indian who has got a large stake 
in the country and who wants to see perma¬ 
nent peace between the two countries 
established.** 

G D Birla has been acclaimed by Bipan 
Chandra and many others as the most 
radical of the Indian bourgeois. Chandra has 
called him “the brilliant political leader and 
mentor of the Indian capitalist class, whose 
political acumen often bordered on that of 
a genius”.*^ What was the political aspira¬ 
tion of this “mentor of the Indian capitalist 
class”? On May 28', 1932 he wrote to J M 
Keynes that India—the Birlas’ India—“wants 
nothing more than a privilege to have, in the 
words of Sapru, a decent place in the 
household of King George the Fifth”,** 
which may be paraphrased as self-govern¬ 
ment under the aegis of imperialism. This 
was, indeed, the political aspiration of the 
entire Indian big bourgeoisie. 

Birla held that “Sensible Indian men and 
women realise their need of British friend¬ 
ship; they want British friendship.”** He 
wanted an alliance between the raj and the 
Gandhi wing of the Congress to crush the 
left wing.'** On June 30. 1935, he told Sir 
Henry Craik, home member, government of 
India, that if there was no settlement that 
might “bring the government and the people 
closer to each other” during Gandhi’s life¬ 
time. “a revolution of the bloody type may 
become an inevitable factor. And this would 
be the greatest calamity not only to India 
but also to England. Tories may say this 
would be India’s funeral. I say it would be 
a funeral for both.”*®' The destinies of 
Ibry England and the ‘nationalist’ Birla’s 
India were wedded together: they rose and 
fell together. He had “realised India’s pro¬ 
gress was bound with proper understanding 
between the two races.”'*^ Naturally, he 
hated even dvit disobedience and felt horror 
at the mere talk of it.'*” He was opposed to 
all kinds of direct action and tried his best 
to see that “the energies of India” were 
directed “once for all towards constitutional 
channels.”'®* 

lb O D Birla, British imperialism did not 
stand in the way of India’s progress; the real 
obstacle was Hindu-Muslim disunity. Hut 
is why, long before the Muslim League 
demanded the partition of India, he had 
pleaded for it—a fact historians are not 
aware of or ignore. In his letter dated 
January 11, 1938 to Gandhi’s devoted 
secretary, Mahadev Desai, he wrote: 

The international situation is changing so 
rapidly and is getting so complicated that if 
there was at any time a chance of an agree¬ 
ment [with the raj], in my opinion, it is now. 
But the chief difficulty still seems to be the 
Hindu-Muslim question, which is getting 
worse and worse ... I wonder why it should 
not be possible to have two Federations, one 
of Muslims and another of Hindus.. . 1 fear 
if anything is going to check our progress, 
it is the Hindu-Muslim question-^not the 
Englishman but our own internal quarrels.'®* 
Birla, “the brilliant leader and mentor of 
the Indian capitalist class”, was not only a 


commercial broker but a broker in tlw qshere 
of politics. As he himself put it, *‘l sought 
to prevent the growing distrust which the 
British in India entertained of Oandhiji^ 
high motives and the passionate distrust 
which Indians felt in regard not merely to 
the English in India but towards British 
statesmen and the British Parliament.”'®® 
And in his letter of July 3,1937 to C Raja- 
gopalachari, Birla confessed; 

Whilst at times 1 feel disappointed, I also 
'fed that I am amply compensated in tuning to 
defend Englishmen before Bapu [i«; Gandhi], 
and Bapu before Englishmen. It is a very 
interesting task. I would have no heart to do 
it, but the more I discuss Bapu with 
Englishmen and vice versa, the more 1 believe 
that it is a tragedy that these two big forces 
in the world cannot combine; I think it will 
be a service to the world when they do.'®* 

In reply to a letter from Sir Stafford 
Cripps after the Labour I^rty had come to 
power in Britian at the end of the second 
world war, expressing gratitude to Birla for 
what he had done and was “doing to assist 
in smoothing the way”,'®* Birla who ex¬ 
pected nothing more than Home Rule at 
least as late as May, 1945'®* wrote: 

l-et us, however, on both sides do our best 
to smoothen the position and I have no 
doubt in my own mind that, God willing, it 
wilt be possible to establish permanent 
friendly relations between the two countries 
which will he to the good of the whole 
world.'"’ 

Naturally, Birla was quite indignant when, 
towards the end of 1940, viceroy Linlithgow 
did not sufficiently trust him. Indeed, this 
was ‘the most unkindest cut of all’ for, as 
he said to the viceroy’s private secretary, “no 
man among Indians has worked harder to 
help him [the viceroy] or stood more loyal¬ 
ly by him than myself’ Communicating all 
this to Gandhi’s secretary on December 29, 
1940, Birla added: “You know how I have 
defended the viceroy before Bapu and bow 
I have acted as if I was the vkerc^s represen¬ 
tative. And this is the way he has 
reciprocated ... But let not Bapu misju«4p 
the viceroy. Who knows if he may not him¬ 
self be the victim of the circumstances?”'" 

G D Birla’s biographer. Ram Niwas Jaju, 
writes that both the rgj and the Congress 
'tensideied [G D Birla] a bridge between the 
two’’,"* 

Sir Purshotamdas Thakurdas, another 
brilliant leader of the Indian capitalist class, 
who together with pirla founded the Federa¬ 
tion of Indian Chambers of Commerce and 
Industry, realised that “the salvation to 
Indian lies in coming to some understanding 
with British commAce.”"* In tm interview 
in London in July 1933, Thakurdas denied 
that there was “any incompatibiUty of 
interest between England and India.” He 
said that there was “no reason why Lan¬ 
cashire should not h^ prefertmee in India 
and with Indians, apm ftom UQrthtni 
political... Maiv textile importing fImiS in 
India have most cordial r^ations pf long 
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standing with Lancashire mitlowners.”"^ 
Again, at a meeting of the Indian Cotton 
Enquiry Committee, Manchester, in June 
1933{ he said that there was every chance of 
co-operdtion between the Lancashire pro¬ 
ducer md the Indian producer and “that 
theip ^ouid be the closest co-operation.” 
He expressed his willingness to do all he 
could to strengthen the relationship between 
India and Lancashire."^ 

R J Moore has rightly observed: Thakurdas 
reptesented it (the disposition of the com¬ 
mercial coUaborators with the raj] faithfully. 
Though never a creature of any political 
party, he occupied a stmtegic position as an 
intermediary between the Congress and the 
government.**'’ 

Though Thakurdas did not support many 
of the policies of the Congrc.ss leadership, 
he enjoyed the trust of Gandhi and his chief 
lieutenants. According to Frank Moraes, his 
association with Gandhi “extended over 
several decades...”"’ Thakurdas was a 
prominent member of the Imperial Citizen¬ 
ship Association, of which Gandhi was a 
founder. During the Civil Disobedience 
Movement when the top leaders of the Con¬ 
gress were behind bars. Congress workers of 
Bombay vehemently denounced Thakurdas, 
G D Birla and men of their ilk for what ap¬ 
peared to them to he anti-national activities 
of imperialism's lackeys. The Emergency 
Council of the Bombay Provincial Cangrc.s$ 
Committee branded G D Birla, Thakurdas 
and Thakurdas’s friends as traitors."* Con¬ 
gress workers also held demonstrations in 
front of Thakurdas's palatial residence in 
Bombay. When the news reached Vallabhbhai 
Patel in prison, Patel was quite upset. He 
remarked that Thakurdas was “more our 
man than anyone elsc’s” and sent instruc¬ 
tions to withdraw the Congress pickets."* 
Thakurdas’s relations with the raj were 
also most cordial. Offering a toast to lord 
Irwin on behalf of the Orient Club, Bombay, 
in January, 1930, Thakurdas said: 

.. .the governance of India may benefit no 
less than ourselves from frequent and inti¬ 
mate contact between this historic city and 
the King’s vice-regent in India... The an¬ 
nouncement made by His Excellency on the 
October 31,'^ appealed to every thinking 
section of the Indian press and public by 
its sincerity and singleness of purpose ... 
in making the announcemrat His Excel¬ 
lency took the right step at the right time 
towards assuring India of the bona ftdes 
of Great Britain at this juncture ... the 
combination of Lord Irwin as viceroy and 
Mr Wedgwood Benn as secretary of state 
appears at the moment to be most fb^ 
tunatc... It is inde«l a tragedy that with 
such high hopes appearing on the horizon, 
thie National Congress at Lahore should 
at.this moment have taken the dbcision it 
has [to start the Civil Disobedience 
Movement] . 1 have no doubt that with 

the ihciea^g support which the Round 
hdile Conibreii|M Schamlt getting flrom 
the other aipeuoRS or Indlad political 
thought [ether Ae Congress], we 
need ndthepessiihis^.. I am convinced 


that the Congress made a great mistake 
in taking the decision that they did at 
Lahore. 

When the Civil Disobedience Movement 
had started and it had ‘caught on’, as 
Thakurdas found, he worked hard for a 
compromise and withdrawal of the move¬ 
ment for all time. He wrote to the viceroy: 
”... 1 still consider and pray that wiser 
counsels may prevail and England may still 
be able to retain a contented India. 

A fw days later he wrote again to Irwin: 
My efforts and the efforts of my Chamber 
are, and wilt always be, in the direction of 
inducing Mr Gandhi to abandon his inove- 
meiu. but you can ... realise that Mr Gandhi 
cannot now abandon the movement without 
some agreement regarding the future con¬ 
stitution ... we wish to press our view on 
Mr Gandhi with all emphasis and do not 
apprehend failure. It is fur your Excellency 
to strengthen our hands and to enable us to 
press our plan on Mr Gandhi. '*•’ 

On resigning from the Central Legislative 
Assembly at the behest of the Indian 
Merchants’ Chamber, Thakurdas acknow¬ 
ledged “the most considerate treatment from 
the various viceroys” and from Sir George 
Schuster, then finance member of the 
government of India. “It is therefore with 
a wrench of personal sorrow that I sever 
myself from Lord Irwin and you in the 
legislative A.ssembly”, wrote Thakurdas to 
Schuster. 

In another letter Thakurdas suggested to 
Schuster that it was possible to arrive at a 
compromise with Gandhi and bring about 
an end to the Civil Disobedience Movement. 
He stated: 

If something can be arranged in this matter 
through an intermediary 1 think it may be 
feasible to bring pressure to bear upon 
Mr Gandhi to call off the Civil Disobedience 
Movement... Mr Gandhi’s agitation is bad, 
but it may prove to be better than some other 
more vicious agitation to follow should 
government hold out unduly.'^’ 

Writing to Graham Pole, Thakurdas said 
that he was “free to admit that Mahatma 
Gandhi was not justiHed in starting the 
agitation which he did”, but as “the agita¬ 
tion” had “caught on”, statesmanship 
required “that means should be found to 
reassure the people and to conciliate men like 
Mahatma Gandld, men who really do not 
want severance of t^ British connection”.'^ 
During the second phase of the Civil 
Disobedience Movement, Thakurdas wrote 
to Sir Samuel Hoare, then secretary of state 
for India: 

... from what 1 have heard from reliable 
sources, it appears that before his last in- 
carcoation, his [Gandhi’s] mind was bent on 
peace... The present plight, he maintains, 
was forced on him by the viceroy in refusing 
an interview to him when he returned from 
England ... After aU. it looks os if in 
substance the difference between the govern¬ 
ment and OandhUi is not fundamental... 
The youth of India are getting impatient. 
Gandhiji has begun to lose his lurid over 
them, and it is felt in many quarters that it 


will not be long before he loses his hold 
eniirely over them. The defeat of Gandhism 
muM mean, it is felt in many responsible’ 
circles, the revival of terrorism.'^ The best 
raeii in India dread it. To many therefore-' 
it seems as if the government are un¬ 
consciously working hand in hand with, 
the terrorists in defeating Gandhism.'^ 
Earlier, when he met the secretary of state 
in London, he “told him very plainly as to 
how any reforms without Gandhiji’s bless¬ 
ings would be worse than useless”. 

It is worth noting that, like Birla,'* 
Thakurdas made a distinction between 
Gandhi (and his chief lieutenants) and the 
Congress as an organisation. 

It is obvious that Thakurdas could play 
the role of a friend both of Gandhi and the 
raj—the role of an intermediary between 
them only because, as Thakurdas put it, “in 
substance the difference between the govern¬ 
ment and Gandhiji is not fundamental”. As 
we shall see, the real enemy dreaded by both 
was the genuine anti-imperialist struggle. 

Tacticai Dii-ferences 

During the inter-war years, the Indian big 
bourgeoisie, apart from the Muslim 
bourgeois, was divided into three groups so 
far as their political tactics were concerned. 
First, there was the group of Bombay's 
millowncrs headed by the Tatas. 1b this 
group belonged, among others. Sir Cowasji 
Jehangir, Sir Pheroze Sethna. Sir Horn! 
Mody and F E Dinshaw. These business 
magnates always wanted to keep on the right 
side of the government and shunned even 
any seeming opposition to it. They felt they 
would gain little and lose much by treading 
such a path. This does not mean that they 
were fully satisTied with what they had. As 
Homi Mody’s biographer. D R Mankekar, 
writes, Mody expressed his gratitude to the 
secretary of state for India for the Govern¬ 
ment of India Act of 1919 and was at the 
same time “dissatisfied with the quantum 
of fiscal autonomy” offered by this act.'-" 
They wanted tarilT protection, the removal 
of the countervailing excise duly on cotton 
cloth, a change in'the sterling-rupee ratio 
and so on. But they relied on friendly 
negotiations and gentle persuasion to 
adiieve their ends. The)' were very much 
opposed to non-cooperation and civil 
disobedience and organised opposition to 
these movements. 

The.se .business magnates were very 
close to foreign ctqriial and the mj. Members 
of this group were directors of companies 
managed by European managing agencies; 
some of them served as members of the 
viceroy’s or the Bombay governor’s ececutivc 
council. Fbr,six years Mody was chairman 
of the Bombay Millowncrs’ Association, in 
which European interests also were represen¬ 
ted. Jointly with Sir Edward . Benthali and 
Sir Frederick James, promineiu represen¬ 
tatives of British capital in India, Mody 
founded the Emirioyers’ Fed^tion of fn- 
cha and remained iu presidenTfor more than 


25 >tars since its foundation in 1933. Appre¬ 
hending that the Congress might take to the 
path of opposition to the ntj. these business¬ 
men joined hands with British capitalists in 
1929 to organise a political party. During the 
Civil Disobedience Movement, Mody and 
the others were opposed to any discrimina¬ 
tion against European millowners. Invited 
by the government, Mody, Cowasji Jehangir 
nnd Phn'oze Sethna attended in their indi¬ 
vidual capacities the first Round Table con¬ 
ference in Ixtndon in 1930, which was 
boycotted by the Congress. The FICCI also 
had asked its member-bodies not to nomi¬ 
nate any representative unless Gandhi 
attended the conference. 

tn 1933 Mody signed the Mody-Lees Pact, 
which gave some tariff concessions to 
Lancashire textiles—an agreement which was 
condemned by the Indian Merchants' 
Chamber, Bombay (then led by Manu 
Subedar, a small industrialist, and his group) 
and Ahmedabad millowners like Kasturbhai 
Lalbhai. 

With the outbreak of the second world 
war, Mody threw his whole weight on the 
side of the government. He whs appointed 
vice-president of the viceroy’s executive 
council in 1941 and together with M S Aney 
and Nalini Ranjan Sarkar, two other 
members of the council, lent his full support 
to the decisions to adopt the harshest 
measures to suppress the 'Quit India’ move¬ 
ment. Mody became an acting governor of 
Bombay for a short while in 1946. 

Signiflcantly, Mody, who, according to his 
biographer, was the raj’s ‘blue-^ed boy’, and 
other business magnates like him had quite 
friendly links with top Congress leaders like 
Gandhi, Motilal Nehru and Vallabhbhai 
Patel. When Motilal went to Bombay, he 
would stay with R D Ihta. F E Dinshaw was 
the main fund-raiser for the Swaraj Party 
led by him.*’^ After the transfer of power, 
the Congress leaders honoured Mody as best 
as they could. They had him elected to the 
Constituent Assembly in 1948 and then 
made him governor of Uttar Pradesh. 

The second group included, among 
others. Sir Purshotamdas Thakurdas and 
Laia Sir Shri Ram. Thakurdas was no less 
close to foreign capital and the raj than the 
Modys. He also preferred the constitutional 
path and was on the side of the raj when the 
Congress launched the non-cooperation and 
dvtt disobedience movements. He had 
strongly opposed the Congress decision to 
start the Civil Disobedience Movement.'^’ 
He proposed to Sir Tbj Bahadur Sapru that 
“all interestsy^other than the Congress 
interests [shtsiiM] get together and stand 
together” td defeat the Civil Disobedience 
Movement proposed by the Congress.'^ 
When it started, he seemed to share the view 
expressed by Laiji Naranji; “Mahatma 
Gandhi's movement has diverted the people 
from adoptuig violent methods to Ms non¬ 
violent mmhods!*. Naranji wanted to tell tlw 
British, that they should give 

them ariifcstittitiSatt which would offer the 


mercantile community “real coiurol of the 
purse of the country*'. He wrote: “We can 
also tell politicians including Mahatma 
Gandhi that it is undesirable to create a feel¬ 
ing of disregard for any authority of the 
government:’”' 

So when the movement acquired strength, 
Thakurdas pleaded with the rgj to conciliate 
Gandhi with whom, he realised, the raj had 
no fundamental difference. 

On the other hand, he was opposed to the 
formation of a political party which Sir 
Cowasji Jehangir, Sir Ibrahim Rahimtoola 
and other Bombay millowners set up jointly 
with European expatriate capitalists with the 
support of Sir Dorab Ikta and F E Dinshaw. 
Though he held that “there is great scope 
for co-operation between Indian and Euro¬ 
pean merchants and industrialists” and 
though he got on “excellently with the Euro¬ 
pean in commerce and industry”, he was of 
the view that “Indian commerce and 
industry are only an integral phase of Indian 
nationalism, and that deprived of its Inspira¬ 
tion in Indian nationalism. Indian commerce 
and industry stand reduced to mere 
exploitation.. 

This letter is quite signiFicant. On the one 
hand, the comprador par excellence longed 
for ‘co-operation’ with imperialist capital to 
further his interests; on the other, he sought 
the support of those who would be able to 
mobilise the masses to save him from tepioi- 
tation’ by imperialist capital and to provide 
him with some bargaining strength. So the 
formation of a political party jointly with 
British capitalists appeared to him to be an 
unwise step as it would deprive him of the 
much-needed support of the indigenous 
forces. It would mean only ‘co-operation’ 
and no pressure. 

The third group, which included Birla, the 
Ahmedabad millowners like Ambalal 
Sarabhai, and Jamnalal Bajai, was closest 
to Gandhi. Some of them like G D Birla were 
the shrewdest of all. This group, toa feared 
mass action like the plague, but it apprecia¬ 
ted the usefulness of some controlled, 
limited mass action that would kill two birds 
with one stone. Such controlled mass action 
at rare times, though it had its risks, would 
serve a dual purpose; it would forestall or 
divert genuine anti- imperialist, anti-feudal 
struggle and at the same time exert pressure 
on the raj to yield some concessions. 

Before the Congress met at Lahore at the 
end of December 1929 and adopted the 
‘independence’ resolution, Birla was in 
favour of accepting viceroy Irwin’s offer of 
a Round Ikble Conference to consider 
India’s constitutional advance, Expressing 
his view that the offer should be aa'eptfd, 
he wrote: 

This is the first time in the history of India 
that the Indian politicians will have the 
privilege (s/c) of a joint conference with the 
members of the cabinet, and this being so 
I won’t allow the opportumty to be missed. 
Viceroy seems to be sincere, and therefore I 
think his hands ought to be strengthened.”^ 
As we have noted, Birla hated civil dis¬ 


obedience; like Laiji Naraqji, whom we hm 
already quoted, he heartily disliked arching 
that would “create a feeling of disregt^ for 
any authority of the government”. But, at 
the same time, he appreciated its necessity 
at times. During the first phase of the Civil 
Disobedience Movement, Birla wrote to 
Thakurdas: 

Regarding the present agitation and the 
results of the f first] Round Ikble Conference. 

1 agree that we should try our best to get the 
country out of the present turmoil... There 
could be no doubt that what we are being 
offered at present is entirely due to Gandhiji 
.. .if we are to achieve what we desire the 
present movement should not be allowed to 
slacken. We should, therefore, have two 
objects in view: One is that we should jump 
in at the most opportune time to try for a 
conciliation and the other is that we should 
not do anything which might weaken the 
hands of- those through whose efforts we 
have arrival at this stage.'-” 

The final' aim was ‘conciliation’: the 
limited, controlled mass action of the 
Gandhian variety was aimed at obtaining 
some concessions. As Gandhi often put it, 
co-operation with British imperialism was 
the end and non-coopcration was a step 
towards it.'-” Birla. no doubt, had a hand 
in the suspension of the Civil Disobedience 
Movement in March 1931.''” Later, he 
devoted all his energies and influence to 
directing the Congress movement along the 
peaceful, constitutional channel and to put¬ 
ting “a stop to any kind of direct action”. 
He was strongly in favour of dominion 
status and wanted to retain the British con¬ 
nection. He felt that the government “should 
be mended and not ended”and that 
there should be“settlement through persua¬ 
sion”.'*^ More of Birla’s role later. 

Despite their different reactions to the 
limited mass actions initiated by the 
Congress leadership, there was fundamental 
unity among these three groups. First, they 
had the same political goal—sdf-govemment 
within the British empire; they were all 
anxious to retain the British connection. 

Second, all these groups abhorred mass 
action. The difference lay in the fact that 
when the Birla group recognised that mass 
action within limits under the direct leader¬ 
ship of Gandhi and his chief lieutenanu was 
at times necessary to serve their class 
interests, and feit the need for using Gandhi 
and the Gandhians and thrir ^constructive 
activities’ for forestalling what Thakurdas 
described as “more vicious agitation”,' the 
others were not as far-sighted and were 
opposed to it. Generally speaking, all the 
groups preferred the peaceful constitutional 
path and wanted to be led to their goal by 
the British raj in whom they had con¬ 
siderable faith and confidence; 

Thirdly, extrehicly friendly relations 
existed Mnween the big bourgeois of the 
diffemit groups and the OandMnn i^der- 
ship. Even those who actively oj^josed 
OandM-initimed Hmited mkss actioa,hriped 
Mm and Ms lieutenants in other wtijn and 
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at other times. And thnr help, espedafly the 
very substantial funds they placed at the 
disposal of the Mahatma and his close 
associates^ and their advice were eagerly 
sought after by the latter. 

Muslim co.mfradors 

Besides these three groups of Marwari and 
Gujarati busings magnates including Parsis, 
there was another group consisting of big 
Muslim compradors like MAH Ispahan!, 
Sir Rafluddin Adamji, Sir Abdulla Haroon 
and Habib. The adoption of the Nehru 
Committee Report the so-calied All 
Parties Convention held in Calcutta at the 
end of 1928 marked for them the parting of 
the ways. They were much weaker than the 
Hindu and Parsi big bourgeois and were 
hostile to the aspirations of t he latter to set 
up a strong centre within a united India. 
They were afraid they would be swept away 
in an India where the centralist state 
machinery would be in the hands of the 
representatives of the Hindu business 
magnates. In a sub-continent like India, 
colonial and semi-feudal, the outlook of the 
big bourgeoisie, which, generally speaking, 
came from certain castes and communities, 
was religious, communal, obscurantist and 
medieval. To prove this point a few instances 
may suffice. After the partition cH' the sub¬ 
continent on religious lines, Pakistan became 
an Islamic state. On June S, 1947, when the 
Mountbatten plan had been formally 
adopted, in a letter to Congress boss 
Vallabhbhai Patel, B M Birla, C D Birla’s 
brother, wrote: Is it not time that we should 
consider Hindustan as a Hindu state with 
Hinduism as the state religion?”In the 
mid-twenties when Hindu-Muslim riots 
vitiated life in northern India, G D Birla was 
in favour of proselytising Muslims by 
force. 

During 21 years between 1927 and 1947, 
there were only two Muslim presidents of the 
FICCI and thay were not among leading 
Muslim businessmen. The Muslim com¬ 
pradors wanted to have Muslim-majority 
provinces as autonomous units within and 
Indian federation where the federal centre 
would be weak and residuary powers would 
be vested in the provincial units. When their 
hope faded away, they started organising 
themselves. From about the beginning of the 
thirties Muslim Chamber of Commerce 
began t^ be set up. The following lines ftom< 
Thakuedas’s letter to G D Birla are 
interesting: 

Regarding the Muslim Chamber, I under- 

sumd it may be a ume affair. Yoa are quite 

right when you say that they are too late in 

the fidd.>« 

Ulthnately, in March 1940, the Muslim 
business nugnates raised the demand for a 
state of . their own—Pakistan, where they 
cot^ control the state machinery to fbifU 
their unbitiohs. Any Congress movement 
since 1930 was .looked upon by this group 
with iui|dipk>n a^d hostility. 


Towards Multilateral Dependence 

A significant thing was taking place 
during the inter-war years, especially the 
thirties. Though, as we have seen, there was 
influx of British capital, particularly in the 
1920s, the growth and expansion of British 
expatriate capital in India showed a declining 
trend. The foreign managing agencies re¬ 
tained their control over their extensive com¬ 
mercial and industrial empires, but as the 
flow of fresh foreign capital was not 
adequate, they accepted more and more 
Indian big capital to run them. Indian big 
bourgeois—Thakurdases, Sethnas, Birtas, 
Goenkas, Bangurs, Jatias, etc,—took their 
seats as directors of many public limited 
cotton textile, matches, jute, paper or coai 
companies but they had no control over 
them, as they were managed as before by 
European managing agencies, companies 
which were closely held. There was a fusion 
of European and Indian big capital, and 
large chunks of Indian big capital, subordi¬ 
nated to foreign capital, played the role of 
a junior partner. 

By the end of the period, British ex¬ 
patriate capital, represented by Andrew Yule, 
Bird-Heiigers, Jardine Skinner, Killick Nixon 
and others, had served its main age-old pur¬ 
pose: that of mediating between metro¬ 
politan capital and the Indian market and 
sources of raw material. At the same time 
metropolitan capital had attained the stage 
of monopoly capitalism and, as a result of 
increasing concentration, there emerged 
giant monopolies such as Imperial Chemical 
Industries, Unilever, Guest iteen and Nettle¬ 
fold. Philips and GEC. The character of 
foreign investment in India began to change 
from before the second world war. As 
Hobsbawm puts it, “gradually, the sun of 
the old- fashioned rentier was setting” and 
the sun of the giant international corpora¬ 
tion was rising.The typical foreign in¬ 
vestment before the coming of the trans¬ 
nationals was smaller, made 1^ individuals 
and directed by expatriates through manag¬ 
ing agency Arms. During this period giant 
corporations started setting up their own 
subsidiaries. ICI, Unilever, Philips, Union 
Carbide, Metal Box, Guest Keen V/illiams, 
Dunlop, British Oxygen, Swedish Match, 
GEC, AEi and several other international 
corporations established their manufaanr- 
ing units in India to dominate its industry.- 
The protection gnmted to industries like 
matches was enjoyed to a great extent by 
foreign monopolies. In matches, protection 
not only helped the Swedish giant but 
assisted it to oust many indigenous 
concerns. 

S^nd, the inter-war period marked the 
beginning of the transition from India's 
'unilateral dependence’ on Britain to its 
'multilateral dependence on several advan¬ 
ced capitalist countries led by the US. The 
process had started; from a monopoly 
possession of Britain, India was changing 
into a happy hunting ground of the mono¬ 
polists of (Afferent imperialist countries. The 


beginning during the ihter-war years was a 
modest one, as all beginnings are. It was 
modest, particularly because Britain’s direct 
rule over India, the end of which US im¬ 
perialism, dreaming of building a world¬ 
wide informal empire, devoutly wished, 
especially during the .second world war. had 
not yet terminated. 

Britain was no longer the leading caintaiist 
country of the world, which role the US had 
come to play. Before the second world war 
General Motors, Ford, Standard-Vacuum, 
Caltex, Firestone, Union Carbide, Reming¬ 
ton Rand and other US corporations set up 
their branches in India. Mellon, an American 
company, acquired aluminium plants and 
Ludlow Jute Company set up a unit to 
manufacture jute mill machinery. The big¬ 
gest managing agency firm in India—Andrew 
Yule and Co Ltd—which controlled a targe 
number of jute mills, coal mines, engineer¬ 
ing companies and so on was a subsidiary 
of Morgan, Grenfell and Co. which again 
was a British subsidiary of the American 
hou.se of the Morgans. 

Close links were also being forged by some ■ 
leading Indian business houses with the US 
monopolies. The three big hydro-electric 
companies promoted by the Ihtas in western 
India came under the joint control of the 
Morgans and the Tbtas from 1929. The 
management was handed over to the Iku 
Hydro-Electric Agencies Ltd, a company 
formed jointly by the American and Foreign 
Power Co Ltd, a Morgan subsidiary, as the 
dominant partner, and the Iktas; and 
T G Mackenzie became the managing direc¬ 
tor of the company. Walchand Hirachand' 
relied entirely on the Chrysler Corporation- 
of the US to set up an automobile factory 
in India. Another US company, the Inter- 
Continent Corporation of New York, 
planned, designed, constructed with men 
and machinery brought by it and ran an air¬ 
craft factory on behalf of the Hindustan 
Aircraft Company promoted by Walchand 
Hirachand, the Mysore state and the govern¬ 
ment of India. The Birias too were exploring 
chances of collaboration with the US 
automobile giants to set up an automobiie 
plant in India. These marked the modest 
beginnings of what was going to be after 
1947 the dominant feature of the relation¬ 
ship between imperialist and Indian big 
capital. 

It may be noted that the establishment of. 
blanches by giant foreign corporations was 
viewed with suspicion by a section of Indian 
business magnates. Early in April 1938, the 
Congress Working Committee passed a 
resolution viewing ‘‘with grave concern the 
rapid increase in the number of companies 
owned and managed by foreign nationals”, 
it had “no objection to the use of foreign 
capital or to the employment of foreign 
talent”, but wanted them to be “under the 
control, direction and management of 
Indians”. At its annual meeting in April 
1939, the FICCI also expressed its concern 
at the situation arising from foreign interests 
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establishing industries behind a protective 
tariff «all. 

Interestingly, at a meeting of the National 
Planning Committee, held on June 8,1939, 
under Nehru’s presidentship, and attended, 
among others, by \\hlchand. Ihakurdas and 
Ambalal Sarabhai, a resolution expressing 
‘grave concern' at “the increasing inllux into 
India of forcigti-controiled industrial 
. establishments” came up for discussion and 
was then swept under the carpet.'''’ 

In fact, what the Indian big bourgeoisie 
objected to was not the influx of foreign 
capital but the establishment of fully-owned 
branches or subsidiaries of the trans¬ 
nationals. They were quite aware that they, 
so blissfully ignorant of and disinterested in 
techniques of production, would have to 
: depend on them for capital goods and 
technology for setting up new industries— 
chemicals, automobiles and so on. When the 
Ihtas, Birlas, Walchands were inviting 
. transnationals, they could hardly be very 
squeamish about the question of control, 
' whatever might be their formal resolutions, 
' adopted often us bargaining counters. They 
were not so stupid as to be unaware that 
technology and technology embodied in 
capital goods is the key to power. That is why 
the Birla mouthpiece, Eastern Economist. 
opposed the suggestion of the National 
Planning Committee that “investment of 
foreign capital should nut ordinarily be 
permitted to involve ownership and manage¬ 
ment in respect of industries of national im¬ 
portance". It also opposed its proposals that 
the vast amount of foreign capital required 
for economic development should be accep¬ 
ted in the shape of loans by or through the 
state and that the “foreign interests exercis¬ 
ing a predominant control over certain vital 
industries should be compulsorily bought 
up”. Such views appeared to the Birla organ 
as ‘extreme’: it pointed out that “it may not 
be possible to have foreign capital com¬ 
pletely divested of the powers of control”. 
What the Indian big bourgeois, fully 
conscious of their inherent weakness, 
wanted was not really control but a slice of 
the cake—the luscious enterprises of 
transnationals. 

Another reason why the Indian big bour¬ 
geoisie felt enamoured of “the British con¬ 
nection” was that they had a large stake in 
the British colonies in south-east Asia and 
east Africa. Indian big capital not only 
played the role of an underling to foreign 
capital at home but went abroad to exploit 
other British colonies under the umbrella of 
British power. As S B D de Silva puts it, 
“Like the remora which travels long dis¬ 
tances by attaching itself through its dorsal 
slicker to the body of a shark, Indian capital 
went along with Britain's overseas expan¬ 
sion”.'*^ The role of the Indian big 
bourgeoisie was that of a sub-exploiter in 
other British colonies as in India. 

In Burma, Indian businessmen cpntroll- 
ed about two-fifths of the value of imports 
..cuid about three-fifths of the value of ex- 
sports.'” In a memorandum to the FICX!! In 
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1941, the Indian Imperial CiiizenShip 
Association, of which Gandhi was a founder 
and with which Thakurdas and many other 
Indian business magnates were actively con¬ 
nected, estimated total Indian capital invest¬ 
ment in Burma at Rs 250 crore. "’’'In that 
country, the Nattukottai Chettiyar groups 
alone, based in Tamil Nadu, invested about 
Rs 75 crore in usury and trade and owned 
one-fourth of the cultivable land of south 
Burma in the early thirties when Burmese 
peasants, hit by economic depre.ssion. failed 
to redeem their mortgages.*'* The Birlas, 
too, owned a starch factory there. It seemed, 
as N R Chakravarti observed, “an Indo- 
British occupation rather than a British 
occupation”. 

In Malaya, the Chettiyar groups, besides 
other Indian groups, set up their trading and 
money-lending firms as the British opened 
up different regions for colonial exploitation. 
Besides, their investments in rubber planta¬ 
tions and coal mines were considerable.'*^ 
As money-lenders the Chettiyar groups 
played an intermediary role between British 
banks and the local people, both in Burma 
and in Malaya. 

In Sri lanka, the import trade in rice, 
flour, sugar and textiles was dominated from 
about 1908 by Memon merchants from 
India''* and a cotton mill was managed by 
the Currimbhoys.'*'* 

“Prior to the 1920s”, writes Marcovit.s, 
“Indian capitalist interests in Bombay 
wanted to transform Kenya into an Indian 
sub-colony”'*" hut, though they retained 
considerable interests, their aspiration was 
not fulfilled. In East Africa a nirekh family 
and a Patel group had big cotton trading 
concerns and set up cotton mills. The 
Parekhs were helped ^ the Mafatlals while 
the Sarabhai’s of Ahmedabad were the prin¬ 
cipal financiers of the firm managed by the 
Patels.'^' Of the major groups, at least 
Mafatlai, Sarabhai and Thakurdas had con¬ 
siderable interests in Uganda. Thakurdas 
had important interests also in Ihnganyika 
(now Tanzania).*” 

The following passage from the memoran¬ 
dum presented by the Indian Association 
(Thnganyika 'Krritory), Dar es Salaam to the 
Joint Parliamentary Committee on East 
Africa, a copy of which was sent to the 
general secretary, Indian National Congress 
on May 2,1931, sheds light on the character 
and role of the Indian bourgeoisie in other 
British colonies: 

Their [The Indians’) importance in the 
economic fabric of this territory drew an ad¬ 
mission even from Dr Schnee, when he of¬ 
ficially said that ‘the Indians are indispens¬ 
able as middlemen between large European 
firms and the producing and consuming 
natives’... Indians generally fought (in the 
East African theatre of war] shoulder to 
shoulder with the British aiav in the interest 
of the British Empire and for all that Great 
Britain entered into the war... One single 
firm of Indians namely Messrs Karimjee 
Jiwanjee and Co owns estates extendbig to 
over 80,000 acres and employs about 20,000 


native labourers... In commerce; Indians con¬ 
tinue to hold conspicuous control over the 
market, as such as that most of the export 
to and import from India, Britain and other 
foreign countries passes through their 
hands... More than a thousand Indians are 
engaged in official posts, thereby making 
their contribution to the carrying on of the 
King’s government tn this Territory.'** 

The above gives some idea how Indian 
capitai. protected by British guns, spread its 
tentacles to other British colonies and served 
the raj to serve itself. This was one of the 
strong reasons why Indian business magnates 
insisted on retaining the imperial connection. 
From Jamsetji Tata to Purshotamdas 
Thakurdas and G D Birla—alt Indian big 
businessmen swore by their loyalty to the 
British connection. Not surprisingly did 
Thakurdas say to a friend; “I am for the 
British connection because no other set of 
people endowed with power have the same 
substratum of fair play. To deal with them 
is therefore no losing game!’'” 

As we shall see, Gandhi and his chief 
lieutenants, including Jawaharlai Nehru, 
wanted to, and did, retain the British con¬ 
nection. Nehru often talked of independence 
which he explained as severance of connec¬ 
tion with the British raj. but whenever the 
test came, he toed the Mahatma’s line. To 
Gandhi, dominion status was preferable, for 
it meant “independence plus the British con¬ 
nection’—something superior to mere in¬ 
dependence.'*' The Indian business 
magnates and the Gandhis, their political 
representatives, were opposed to indepen¬ 
dence which would mean coming out of the 
imperialist orbit, for this meant tolhem an 
uncertain future in India and loss of the 
privilege to play the sub-exploiter’s role in 
other British colonics. It is not surprising 
that they were anxious to remain within the 
British Commonwealth; but, in the forties, 
they also longed to hitch their wagon to the 
US’s more resplendent star, as Nehru had 
told Colonel Louis Johnson, President 
Roosevelt’s personal representative in India, 
in April, 1942.'** 

While the comprador big bourgeoisie 
sought no more than seif- government under 
the aegis of imperialism, the other section 
of the bourgeoisie—the national bourgeoisie 
in India—was too flabby to lead the anti¬ 
colonial, anti-feudal revolution. The task fell 
on the working class, but it was ideologically 
and politically too weak to accomplish it. 
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l\>litical Economy of the Nehru Era 

DN 

The Nehru era, in the author’s view, began with Teiangana and ended with Naxaibari. This paper attempts 
a politkal-economic analysis of this period. It focuses on the Mahalanobis model in theory and practice, the 
perpetuation of xmi-feudalism in Indian agriculture despite the abolition of zamindari, the armaments drive which 
led to a setback to the industrialisation process, the dependence (out of necessity rather than choice) on western 
and Soviet imperialism, the major political and economic crises, and India’s expansionist tendencies in south Asia. 


IT was soon after Nehru’s death that Indian 
industry faced, for the first time in the plan 
period, a general realisation problem, i e, an 
inability to sell produced commodities in 
order to realise the value embodied in these 
commodities. This realisation problem is 
usually attributed to the substantial rearma¬ 
ment undertaken in the wake of the defeat 
suffered by the Indian military in the 1962 
China war. There are even some who would 
hold (despite all evidence to the contrary) 
that the 1962 war was engineered by China 
in order to force India to divert resources 
from productive investment to military use, 
so as to be able to cause a setback to India’s 
development efforts (simultaneously, a 
model of ‘democracy’ for the United States 
and of the ‘non-capitalist’ path for the 
Soviet Union). The beginning of India’s ar¬ 
mament drive did certainly lead^to a setback 
to industrialisation. Rut, the question is 
why? 

History is full of examples of militarisa¬ 
tion being a spur to capitalist industrialisa¬ 
tion. Germany’s militarisation in the first 
decade of this century helped the growth of 
its industry, and the same story was repeated 
in the Nazi period. Similarly, the United 
States was able to fully get out of its 1930s 
slump only when, in preparation for the 
Second World Wir, military expenditures 
were stepped up. Such an incrase of military 
procurement by India too could have pro¬ 
vided a quintessentially capitalist expansion 
of the market, i e, one that did not have to 
depend in any manner on increasing the con¬ 
suming power of the producers. The reason 
why this did not happen in the Indian case 
is quite simply that the major part of 
military expenditures went into purchases of 
arms and equipment from abroad, chiefly 
the United States and the Soviet Union. 
Indian industry was in no position to supp¬ 
ly the mqjor arms required by its own state. 
^ instead of stimulating internal demand 
for the products of industry, these military 
expenditures were a direct deduction from 
the internal expenditures of the Indian 
government. Consequently, the reason for 
the setback to Indian industry brought about 
by the armaments drive after 1962, has to 
be found in the nature of Indian industria¬ 
lisation itself. 

The nature of industrialisation and the, 
process of. raising the necessary catntal' 
amounts w^ the emtre of discussions on 
the Second Five Vigr Plan. The basic policy 
that emened (one that in fiset dates back to 
the 1948 lndBSt|1al,Policy Resolution) was 


that the government sector, euphemistically 
called the ‘public’ sector, should take the 
responsibility for developing the maun in¬ 
frastructural facilities and basic industries, 
like mining, metals and machine-building. 
Economic independence, or self-reliance, 
was identifled with setting up a heavy in¬ 
dustrial sector, something that colonialism 
had all along thwarted. This approach to in¬ 
dustrialisation (or, economic development, 
the two being taken as synonymous with 
each other) .soon achieved the status of a 'na¬ 
tional consensus’. The CPI, having abandon¬ 
ed the approach of smashing the existing 
state machinery, was quite content to work 
within the framework of this ‘national con¬ 
sensus’, vdth occasional squabbles b^ween 
its right and left wings on the extent to which 
they should be identified with Nehru’s 
policies. 

The theoretical model behind the Nehru 
plans, the Mahalanobis model, conceived of 
growth as depending not Just on the rate of 
investment, but also on the distribution of 
that investment. The greater the proportion 
of investment going to the metal-producing 
and machine-building sectors, the higher 
would be the long-run rate of growth. The 
only constraints the model recognised were 
those of savings (to be turned into invest¬ 
ment) and the availability of foreign ex¬ 
change (to procure machinery and equip¬ 
ment from abroad, so as to turn money 
capital into a commodity form). The model 
recognised that in the long period before the 
investments in basic industries could be used 
to increase the output of objects of con¬ 
sumption, there would be a shortage of con¬ 
sumer goods. This shortage, it was assumed 
could be made up by production in the cot¬ 
tage industries sector. The disproportion in 
the capitalist sector (in favour of machinery 
and other producers’ goods) was to bepiade 
up by the pre- capitalist, handicraft seett^r. 

The Mahalanobis mode! was a variant of 
the model constucted by Feldman for the 
Soviet Union’s First Five Year Plan. The 
socialist lineage of this model certainly 
helped the Ndiru strategy gain respectability 
among leftists and justify their support for 
it. But,the implanting of this modd on 
Indian soil ignored very important differ¬ 
ences in the initial conditions. The Soviet 
Union aftre a democratic revolution had ex¬ 
propriated the landlords and distributed the 
land among the tillers, subsequently to 
amalgamate them into state-owned collective 
farms. The Soviet state was not the instru- 
mem of the bourgeoisie, nor was it subser¬ 


vient to imperialism. These initial economic 
and political conditions, conveniently ig¬ 
nored by economists, were very different 
from those that obtained in India. 

While the Soviet plans followed a vie- . 
torious worker-peasant revolution, the 
Indian plans followed the snuffing out (with 
not a little bit of help from sections of the 
CPI leadership itself) of the Ibiengana 
revolutionary struggle. The Indian big ’ 
bourgeoisie had grown into an industrialist 
bourgeoisie by maintaining a close relation . 
with some imperialist firm or the other. The 
transfer of power in 1794 had been circum¬ 
scribed by the continued presence of various- 
imperialist agents in the direct avenues of 
the Indian state itself. In the financing of . 
the plans various imperialist agencies, like 
the American-dominated World Batdt, had 
an important role. In agriculture, before the 
beginning of Nehru’s industrialisation drive; 
some reform was undertaken—mainly the 
elimination of the Zamindars as inter¬ 
mediary tax collectors But this did not mean 
the implemenucion of the ‘land to the tiller’ 
principle. Further, the caste system remained 
very much in place. So, in relation to both 
feudalism and imperialism the initial con¬ 
ditions in Soviet Russia and Nehru’s India 
vere very different. 

There was, hmwver, one important respect 
in which both the Stalin and Nehru plans 
were similar. As has been mentioned, 
Mahalanobis expected that the pre-capitalist, 
handicraft sector would provide the con¬ 
sumer goods to make up the shortfall in the 
industrial sector's production of consumer 
goods. Soviet plans, on their part, have led 
to a notorious imbalance between the sectors 
producing means of production and means 
of consumption, an imbalance which the 
Soviet Union has tried to make up through 
foreign trade and also by directly reducing 
consumption. In both cases, the question 
arises of whether or not some form of ., 
tribute from the non-capitalist sector was 
involved. 

Exchange between the capitalist and pre^, 
capitalist sectors is an exchange of com¬ 
modities, may be of means of prodcution 
from the former for means of consumption 
from the latter. Commodity exchange is 
presumed to be an exchange of equivalents. 
But this exchange of equivalents is predi¬ 
cated on a generalisation of commodity |mo- 
duction, where labour power itself is a com¬ 
modity. There is no reason why an ex- 
chan^ between capitalist and pre-capitalist 
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■ of equivalents. In the case of capitalist pro- 
P duction, price must at least yield a normal 
' profit on capital. But the peasant or crafts- 

worker, having no alternative means of 
' employing labour, would be forced to con¬ 
tinue production even if price covered 
'' variable costs and provided some remunera¬ 
tion for labour, but.did not provide any kind 

■ of surplus above these costs. In fact, farm 
: management studies of the fifties and six- 

ties show that, after subtracting costs, often 
. the peasants did not even get what would 
; have been a reasonable wage for their labour. 
The prices of agricultural commodities did 
'tend to be below the vtdue of these commo- 
; dUks. On the other hand, prices of industrial 
y commodities produced by a combination of 
1 foreign monopolies in collaboration with 
: Indian business groups, tended to exceed 
. Value; so as to provide a monopoly profit, 
an excess over normal profit. Thus, an ex- 
^change of equivalents was not the rule in the 
exchange between monopoly capitalist and 
'. pre-capitalist production system:!. Psart of the 
labour of the peasants and other pre-capita- 
i list producers was thus appropriated without 
' any return of equivalent value to the 
pr^ucers. 

In the Nehru period, non-equivalent ex- 
. change was maintained by American sup¬ 
plies of cheap foodgrains under PL-480, 

. which were instrumental in keeping down 
prices of these commodities in India. PL-480 
played a paradoxical double role of main- 
. taining high American farm prices, while 
pushing Indian farm prices down. 

Non-equivalent exchange between mono- 
' poly capitalist and pre-capitalist production 
provided capital with value for which no 
.. equivatent was paid. This is Rosa Luxem¬ 
burg’s thesis with a vengeance. Luxemburg 
. had held that capitalist accumulation re- 
'' quired non-capitali.st markets from where it 
could realise the value of commodities for 
' which the capitalist sector itself could not 
,. provide a market. Without agreeing that this 

■ is a necessary condition for capitalist ac- 
y cumulation, in India non-equivalent ex- 
y diange between the monopoly capitalist and 
- pre-capitalist sectors certainly provided a 

portion of the value accumulated in the 
mexiopoly industrmi sector—as also a portion 
. of ^e vdue appropriated by imperialism. 

The iqrpropriation of a put of the surplus 
y from tile non-capitalist sector had a further 
[ double effect. In the agrarian context, by 
^.draining part of the surplus, it inhibited 
^ accumulation and, consequently, also the 
■transformation of production relations there 
y Again, the existence of this additional non- 
' .capitalist market meant that the monopoly 
[ypapltalist sector did not have to attempt to 
I' deepen the capitalist market, through inter- 
reform. Consequently, capitalist relations 
'■ibough dominating the whole structure^ did 
> ^ tend to overthrow the older, pre-capitalist 
^'^tdations and become exclusive; ratho; the 
ytwo existed in a kind of symbiotic relation, 
;r/with the dominant capitalist relations 


Teedihgofhhe oldinv di^c^ttalist'ii^ 
but not eiiihinating them. -■ 

The process that Marx had identified as 
the primitive accumulation of capital was 
not only that of formation of money hoards, 
but. more crucially, that of agrarian trans¬ 
formation—the separation of the peasants 
from the land. This separation could, as 
Lenin had characterised it, proceed in either 
of two ways—the landlords could evict the 
peasant-tenants and transform themselves 
from feudal into capitalist landlords, the 
reactionary landlord way of capitalist 
transformation of feudal agriculture; or, 
subsequent to a distribution of the 
landlords’ lands to the peasants, a rich pea¬ 
sant class could emerge to takeover the land 
of the poorer peasants, and thus turn them 
into agricultural labourers, the revolutionary 
peasant way of capitalist transformation. 

As pointed out earlier, in the Nehru era 
the transformation of agrarian relations did 
not proceed very far. The elimination of tax- 
collecting intermediaries, weakened the 
feudal structure without, however, destroy¬ 
ing it. A section of cultivating peasants did 
get title to the land, and consequently were 
able to accumulate more. But. on the whole, 
in the place of the very large landlordism of 
the British period, there came into being a 
smaller, village-level landlordism, a land¬ 
lordism that was itself connected with 
moneylending. 

For the imperialist-Indian big bourgeois 
combine it was sufficient to be assured of 
cheap supplies of raw materials and other 
agricultural inputs, including food. The 
manner in which these commodities were 
produced, whether in a capitalist manner 
with wage labour, or in some modified 
feudal manner tv sharecroppers, debt- 
dominated peasants or bonded farm ser¬ 
vants, was of no concern, so long as the sup¬ 
plies of cheap food and agricititural raw 
materials were maintained. In fact, the con¬ 
tinued production of agricultural commo¬ 
dities in pre-capitalist ways helped ensure the 
cheapness of these commodities. While the 
industrial sector did not demand, in the 
Nehru era, a necessary transfenmation of 
agrarian relations, simultaneously there were 
not those struggles of the rural poor, 
whether for land or even for wages, which 
even if not themselves resulting in a suc¬ 
cessful transformation from below, could by 
worsening the terms on which landlord 
economy continued, have forced some 
change from above. In 1951, along with the 
struggle to smash the existing sute; the CPi 
also abatuloned the struggle to ensure 'land 
to thetiUer’ and othm' demands qf the rural 
poor. The CPI was content to concentrate 
on relatively upper pouant ttemands like the 
chmipening of canal rates. With the terms 
of feudal exploitation not changing substan¬ 
tially. the contraiflictions within fta feudal 
system did not develop to the extent that 
might have foroed some changes from above; 
changes in landlord economy. 

In the Nehru era, tlmn, agricultural 
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; ''gri^'h'ail. ii£idMy 
with more l aid being broiij^ in under culti¬ 
vation. Changes in productivity, whether per 
acre or per caplM, were very limited. Thetr^ 
was no difference between produriioxt 
methods in large and small farms. Given the 
more intensive use of labour and land in the 
small farms, this resulted in the much- 
debated higher productivity of small as com^ 
pared to large farms. But overall, with nonr 
agricultural employment not growing fast 
enough to absorb the legacy of agrarian 
‘over-population’, per capita productivity in 
agriculture did not increase. Per capita; 
rather than per acre productivity, is impor¬ 
tant in that it determines the extent of the 
market for industrial commodities provided 
by the agricultural sector. The existence of 
an agricultural surplus population (disguised 
unemploymem) depressed per capita agiariaii 
consumption of industrial commodities. At 
the same time, the continuation of private 
(partly feudal, partly capitalist) property 
relations meant that this labour force could 
not be mobilised in co-operative endeavours 
to create rural as.sets. 

Having analysed the agrarian context of 
Nehru’s plans, it is now necessary to look 
at developments in industry itself. It is with 
successes in this field that Nehru is identified 
as the builder of modern India. 

There was, of course, a substantial growth 
of heavy industry in the Nehru plans. 
Numerous units were set up in mining, 
metallurgy and machine-building. These 
were as a rule in the government sector, with 
the machinery and equipment mainly im¬ 
ported, the imports being financed by credits 
from the supplying countries' governments 
or international financial institutions, like 
the World Bank. Not being outright pur¬ 
chases of machinery and equipment, but 
being bought with ‘aid’, the prices for 
machinery were, as a rule, substantially 
higher than those that prevailed on the 
market. 

Through these and other collaborations 
in the private sector, the Indian economy *c- 
quited the capacity to produce some of the 
equipment requir^ for investment. From 
these collaborations what the Indian firms 
acquired was the capacity to, as it has been 
expressed, ‘productionise drawings’, ^ut, 
even after that, production depended on the 
continued supply of intermediates bod 
spares from the collaborating firm. Ftirther, 
there was no quratton of acquiring know¬ 
ledge of the ‘how’ and ‘why’ of technology. 
Consequently, though the economy did an- 
quire some capacity to produce investmept 
goods, this cannot in any way be equat^ 
with the capacity to produce tedmology, i q 
this was npt self-reliance. Capacity to susr 
tain industrial growth was not acquired by 
the mere acquisition of production capacity, 
in means of production. Particiilarty in the 
capitalist m^e; which susraina itself oit;a 
constam revotutionisiag tri the means of ptot 
duction, {noductlon capacity acqu^ «m* 
bound to roon become qtiwietie '.and 
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ence bd^vcfia k^ing plants rtinnlngand ac¬ 
quiring (absorbing) technolc^ is demonstra¬ 
ted in the case of Rourkela—set up with Ger¬ 
man *aid’, it was only the third steel plant in 
the werld to use the LD, direct reduction pro¬ 
cess of stMi production, but this technology 
was not generalised in the Indian steel in¬ 
dustry, Of course, collaboration agreements 
prohibited any such transfer of technology, 
even within the country. Collaboration 
agreements also had other restrictions, as on 
areas to which exports could be made; which 
made these agreements more akin to 'slavery 
bonds’. 

Foreign collaborations were ubiquitous 
not only in the government sector but also 
in the private sector of big capital. With the 
exception of cotton and jute textiles, virtual¬ 
ly all the other manufacturing concerns of 
the big bourgeoisie were carried on with 
.some foreign collaboration or the other. The 
ability of these firms to produce for the all- 
India market depended on their collabora¬ 
tions and, in combination with the licens¬ 
ing system, established thdr monopoly posi¬ 
tions in the Indian market. The Indian 
monopolies thus were not home-grown 
monopolies, arising through the process of 
concentration and centralisation of capital. 
They owed their monopoly positions to their 
connections with foreign TNCs -and the 
Indian government-bureaucratic machinery. 
Acquiring their technology through colla¬ 
borations, thd' did the least possible to even 
absorb the technology, conHiiing such ab- 
.wrption to adaption to locally available raw 
materials. The result of this dependent 
technological position was that the Indian 
monopolies completely lacked the technolo¬ 
gical dynamism that has characterised 
monopolies in the imperialist countries. 

These joint enterprises between the TNCs 
and Indian firms (whether of the private or 
government sectors) were the product of the 
growth of the Indian market combined with 
inter-imperialist competition and the ad¬ 
vance of imperialist corporations to new 
stages in the international division of labour. 
Import duties on a wide range of commo¬ 
dities gave an advantage to those corpora¬ 
tions that jumped over the import barriers. 
Corporations already selling to India and 
those attempting to enter the market were 
forced to take such measures in order to 
maintain or capture a share of the market. 
In this investment the tendency was naturally 
to try and reduce the capital invested by the 
TNC itself. Collaborations, with the actual 
foreign exchange costs being financed by the 
parent governments or international agen- 
t^fs, gmre control of the joint venture 
without entailing any substantiid financial 
commitment. The export of caidtai, in the 
brm of coUaborations-cum-toans, was an 
nstrument for the expmt of goodg, not only 
If the initial machinery and equipment, but 
ilso Of the con^uoui^y necessary inter- 
nediams and span parts. 

Impi^alim hairjgone trough a number 


. of phasi^ of an international division of 
labour. The first division of labour was 
charaeteristic of the pre-imperialist (i e, 
monopoly capital) phase of colonial policy, 
when, for instance, India supplied agricul¬ 
tural raw materials, like raw cotton and in¬ 
digo and served as a market for textile and 
other manufacturers. The over-ripeness of 
capital in the metropolitan countries, forced 
the export of capital and thus led to the 
initiation of some manufacturing activity in 
India. But this during the colonial period, 
was mainly in the light, consumer industries. 
In the Nehru era, however, the TNCs extend¬ 
ed their internal division of labour onto an 
international scale. The joint enterprises in 
India carried on a part of the production of 
the TNCs. For instance, Kirloskar produced 
the smaller horsepower diesel engines, while 
its principal. Cummins, produced the larger 
horsepower engines. In chemical and petro¬ 
chemical plants, the central pressure vessels 
were supplied by the TNCs, while the 
$impler-to-fabricate parts were supplied by 
Indian firms, in machinery, the technology¬ 
intensive areas were maintained as the 
monopoly of the TNCs, while the more stan¬ 
dardised technology items were manufac¬ 
tured, of course with foreign collaboration, 
in India. A new international division of 
labour emerged between the technology¬ 
intensive and standardised technology 
machineries and processes. Most of all, the 
division of labour between the production 
of technology and the operation of plants 
was strengthened. 

India’s process of industrialisation in the 
Nehru era was a stark illustration of the fact 
that a step-by-step, climbing-up process of 
industrialisation was not sufficient to break 
dependence on the imperialist countires. Of 
course, the results of this process of in¬ 
dustrialisation were not quite visible in the 
Nehru era itself; the demonstration of these 
limitations had to wait till the next phase of 
industrialisation, when Indian industry was 
forced to once again seek various collabora¬ 
tions in order to be able to continue its pro¬ 
cess of accumulation. 

What can be said about the nature of the 
Indian big bourgedsie as it developed under 
Nehru? The CPI held that it was a national 
bourgeoisie, developing India on a non¬ 
capitalist path that was a step to socialism. 
The CPM held that it was a mom^y bourv 
geoisie, collaborating with imperialism but 
not its agent. The CPI(ML), formed after 
Nehru's death, held that the Indian big 
bourgeoisie was comprador, agents of im¬ 
perialism. The question of the Indian big 
bouigeoisie developing the country towards 
socialism, does not even require any discus¬ 
sion. Ilie CPM thesis was that as the Indian 
big bourgeoisie was an industrial bour¬ 
geoisie, it could not be comprador. 

The comprador, as an agent of imperia¬ 
lism, cannot be restricted to any particular 
field of activi^. Depending on the particular 
kind of relation that imperialism has at any 
time with the country concerned, the local 


agent in that economic relation it a com- '; 
prador. In the pre-monopoly capitalist phase 
of colonialism, when the form of exploita-- 
tion of India was basically that of trade-^ 
sale of manufactures and purchase of raw 
materials, the agent in this trade procesli was - 
a merchant or merchant-banker. When we . 
come to the strictly imperialist phase of ex¬ 
ploitation, when export of capital replaces 
the export of goods as the characteristic 
form of economic relation, the iocid in¬ 
termediary, agent, in the process of capiud 
export has to be an industrialist who pro¬ 
vides the supplementary capital, performs 
managerial funaions, liaises with the state, 
and so on. There can be no a priori ruling 
out of industrialists as compradors. 

The CPM held that the big bourgeoisie. 
chose to collaborate with impcrialism.'The 
question is whether it was choice or necessi¬ 
ty. In order to be able to turn a hoaiU of 
money into industrial capital it is necessary 
to be able to acquire producers’ goods, 
means of production on which labour can 
be put to work. This accumulation was not 
possible for the big bourgeoisie without 
entering into a subordinate relation (which 
is what studies have shown coliaboratidn to 
be) with imperialist captial. This held good 
equally for the government sector as it did 
for the big business houses. It is because the 
big borgeoisie in order to carry out its ac¬ 
cumulation, had to help imperialist capital 
in its exploitation of the Indian economy, 
that this big bourgeoisie can be called 
comprador. The existence or growth (both 
ate the same, as the bourgeoisie cannot exist 
without growth, without accumulation) of 
the big bourgeoisie was directly connected 
with the increased investment of imperialist 
capital in the Indian economy. Monopoly 
positions, in particular, were entirely depen¬ 
dent on collaboration with some TNC or the 
other. With high profits available in specu¬ 
lative trading activity, big industrial capital 
could compete only by going in for quick 
profits, i e, itself becoming more like trading 
capital, with the accent on a r^iid turnover. 
Continuing a dependent relation with im¬ 
perialism, and importing whole assembly 
lines offered a way to quick profits; while 
the internal development of processes of pro¬ 
duction, right from design to commercial 
production would have meant locking up 
capital for a considerable period of time. 

’ Both big capital and the state were too con¬ 
cerned with quick profits to take to an 
autonomous development of production 
processes. Rejecting the dependent relation 
with imperialism, would have meant em¬ 
barking on an altogether different ^th of 
accumulation, would have meant carrying 
out accumulation (the development of the 
productive forces) in a revolutionary, sdf- 
rdiant manner. 

The deepening of imperialist penetration 
was accompanied by a fleece struggle among 
the major imperialist powers. Britain, forced io 
abandon cotoniai rule; attempted to maintain 
its historical position through collaborations 
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mth the Indian bourgeoisie. Sjpce most 
big industrial ventures were undertaken by 
Indian houses which had been sales agents 
in collaboration with the supplying prin¬ 
cipals, and British firms did have a major 
share of the Indian market, consequently, 
desjto the loss of the advantages of colonial 
rule, British Arms, though they most often 
were not the technological leaders, never¬ 
theless continued td have the pride of place 
in collaborations in the industrial scene. US 
imperialism, which had wrested many con¬ 
cessions from Britain during the second 
world war (including granting India 
‘freedom’), relied on its control of Interna- 
. tional financial institutions, like the World 
Bank. For instance, the contract for the 
dieselisation of the Indian railway, system, 
built by British capital, was given to the 
Americans. Most of all America relied on 
the food weapon, which not only provided 
foodgrains, but also important budgetary 
support for the government of India, to 
advance its positions in India. 

An important newcomer in the imperialist 
world was the Soviet Union. The develop¬ 
ment of a form of state monopoly capitalism 
led the Soviet Union to seek to extend its 
world-wide influence in its struggle with the 
United Sutes. Struggle, of course, did not 
rule out collusion at times. Having no 
established economic links, the Soviet Union 
had to break the stranglehold of the esta¬ 
blished international cartels. Investment was 
an important requirement for continued ex¬ 
ports. For instance, the Soviet Union tried 
to break the hold of the American-British 
oil majors. Initially, it offered crude at a 
price lower than that of the American- 
British companies. The oil majors, to pro¬ 
tect their monopoly, refused to refine Soviet 
crude. Then the Swiet Union offered to set 
up refinerim in India. These were set up at 
prices much higher than those for compara¬ 
ble western refineries. Having established an 
outlet for its crude, the Soviet Union, after 
a while; proceeded to push up the prices it 
charged for crude oil, until they reaped in¬ 
ternational levels, sometimes evm selling 
crude at the high, spot rates. 

On the whole; the Soviet Union had to 
enter the Indian market at an earlier stage 
in the production process. It concentrated 
its ‘aid’ in the power, metallurgy and 
machine-building sectors. But here too the 
same story of not passing on technology or 
know-how, as was the case with the western ’ 
TNC, was repeated. Further, those processes, 
for instance in the fertiliser industry, that 
were not known to the west were not trans- 
fered at all. 

The Soviet Union’s important role in the. 
building of heavy industry gave it an in¬ 
fluence out of proportion to the amount of 
cai^ invested. Its influence also increased 
through its massive arming of the Indian 
armed forces in the wake of the (teCeat in the 
China war. 

Begfainijng with Anglo-American rivalry at 
the start, thd Nehru era ended with 
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American-Soviet rivalry: though, at that 
time the rivalry was hidden under the co¬ 
operation between the two Great Powers, 
particulrly in the matter of pushing the 
Indian state to confront China. Hie Indian 
state had already moved to enforce unequal 
relations on Ne^, Sikkim and Bhutan and 
to turn them into further hinterlands for ex¬ 
porting manufactures against cheap agricul¬ 
tural commodities and labour. Not satisfied 
with similar ‘internal colonies’ the Indian big 
bourgeoisie sought a further broadening of 
the market through dominating these 
sovereign countries. 

While Nehru died in 1964, the Nehru era 
came to an end a little later in 1967, with 
the major economic and political crisis on 
in full swing. The economic crisis is usually 
dated from and ascribed to the China war. 
But this war itself was not'so far removed 
from some key features of Nehru’s economic 
policy. The same subservience to imperialism 
that gave Nriiru hid’ from both blocs. Com¬ 
bined with the expansionist aims of broade¬ 
ning the market, were the factors that pushed 
him to war with C^ina. And it was the 
weakness of the industrial structure Nehru 
built, that turned increased military expen¬ 
ditures into a drain from the economy. The 
rmulting decrease in internal investment and 
its concomitant fall in consumer demand, 
resulted in market problems for a number 
of consumer industries. A worsening 
balance of payments’ deficit, caused subs¬ 
tantially by the increase in Imports of in¬ 
termediates and industrial raw materials, was 
the occasion for foamg a devaluation of the 
rupee. But the crunch came later. Predatory 
exploitation of the countryside, turned two 
years of drought into severe famine The very 
over-exploitation that served as the source 
of piM of the surplus invested in industry, 
caus^ a drastic collapse of the rural markri. 
Simultaneous inflation also caused a fall in 
the urban consumer market. And the crisis 
starting flom the areas that were part of the 
broadening,‘soon affected the deepening 
process in the very centres otindustry itself. 
Recession and layoffs followed. The machi¬ 
nery-producing units, which were the first 
to be affected by the collapse of the market, 
sought a way out of the pnAlem by looking 
for markets abroad, initiative a phase of ex¬ 
port of capital from India. The economic 
crisis and the rapidly-building political crisis 
were not the fabled ‘general crisis’, from 
which there is no way out. But, combined 
with the growmg mass struggles (food move¬ 
ment in Bengal, the birth of the gherao) and 
the rise of middle sections, the crisis resulted 
in the first large-scale electoral defeat of 
Nehru’s Congress Party. Whiltrthe midrUe 
sections were satisfied with this change, 
unstable though it was, the lower sections, 
poor peasants and agricultural labourers, the 
low castes and ttibals, went ahead in a series 
of peasant uprisings, beginning with Naxal- 
bari. Though joia^ bV the youth and sec¬ 
tions of the working class, this revolutionary 
upsurge was, however, soon led into defgat. 
and disaster. The Indian state; recovered its 


poise, and with; not a little prodding from 
imperialism, b^an the reorgartisation of 
capital and of the countryside But diat takes 
us beyond the Nehru era which, in a serise, 
began with Telengana and ended with 
Naxalbari. 


Bank Lending to LDCa 

INTERNATIONAL bank claims on 
developing countries (excluding offshore 
centrEs) fell by $ II billion in the First half 
of 1988, compared with a rise of S 7 billion 
in the first half of 1987. International bank 
liabilities to devrioping countries rose by 
S 18 billion in the flrst half of 1988, com¬ 
pared with S 29 billion in the same period 
in 1987. International bwk liability to 
developing countries rose by $ 18 billion in 
the first half of 1988, compared with $ 29 
billion in the same period in 1987. 

Bank claims on the group of IS heavily 
indebted developing countries fell by $ 9 
billion, despite concerted (or internationally 
co-ordinated) lending of S 2 billion. Debt 
conversions and sales, debt write-offs, and 
exercises of offleial guarantees by creditor 
banks are estimated to have reduced bank 
claims on these countries by about $ 7 
bUHon; these forms of reducing bank claims 
reflect balance sheet adjustments, rather 
than flows of net repayments. At the same 
time, the identifled accumulation of interest 
arrears—which, when capitalised, increases 
bank claims but does not represent flows of 
net lending—amounted to $ I billion. As a 
result, the underlying flow of net loan 
repayments from the heavily indebted coun¬ 
tries is estimated to have been S 3 billion in 
the First half of 1988, compared with a net 
flow to these countries of S 2 billion in the 
same period in 1987. 

Developing countries in Asia, which ac¬ 
counted for most of the increase of S 18 
billion in bank claims on developing coun¬ 
tries in 1987, reduced their liabilities to 
foreign banks by S 4 billion in the flrst half 
of 1988. This turnaround was hugely the 
result of repayments of earlier borrowing by 
residents of Ihiwan province of China. 

International bank claims on developing 
countries in the western hemisphere fell Iv 
$ 7 billion in the flrst half of the year, owing 
mostly to balance sheet adjustments. Bank 
claims on Brazil fell by $ 1.7 billion, owing 
to debt conversions in the first half of the 
year. Official and private debt conversions 
accounted for a substantial part of the 
decline of $ 5 bHlion in bank daims on 
Mexica The reduction in claims on Oiile 
was oitirely due to debt conversions. For 
Argentina, an accumulation of interest ar¬ 
rears was the main reason underlying tjie 
Increase in bank claims. 

Bank claims on develofring countries in 
Africa and in Europe continued to foil in the 
first half of 1988. la contras^ bank daims 
on countries in the Mid^ Em rosfc reflec¬ 
ting Increased lending to Saudi Arabiai and 
the United Arab Bmintes. 

IMF Survay, December 12, 1988;. 
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Nehru and Minorities 

S Gopal 

Pressure of circumstances ted Nehru not to throw his full weight on the side of secularism. In 1948 he committed 
the support of the government to the banning of communal political parties but did not implement the resolution. 
He agreed with Gandhi that the compulsory stoppage of cow-slaughter, taken as an isolated decision, would appear 
as a concession to Hindu bigotry and was therefore to be avoided; yet he did not oppose the listing of the banning 
of cow-slaughter as one of the directive principles of stale policy in the constitution and was content to see that 
nothing came of it in practice. An even greater deficiency in his policy of merging religious communities in a 
general citizenship was the restriction of the insistence on monogamy to Hindu men and the grant of the rights 
of divorce and inheritance only to Hindu women. In his keenness to win the confidence of the Muslim community 
he failed to ensure the equality before the law of alt Indians and enact a common civil code. Religion can be 


separated from politics more easily 

WHEN Nehru came to active politics in the 
early twenties, he bad not yet moved to the 
personal position of religious agnosticism 
which was to mark him in later years. His 
conventional Hindu theism helped to block 
his mind from questioning Gandhi’s effort to 
strengthen the national identity by drawing 
up a programme which took for granted the 
divergence between the Hindu and Muslim 
communities but was acceptable to both. 
Nehru was not comfortable with the Khilafat 
movement but justified it at a political rather 
than a religious level by arguing that it was 
an effort to thwart the division of'Tbrkey and 
a part of the struggle for the freedom of 
India. This enabled him to square the 
Khilafat movement with the assertion that 
the Congress should not identify itself with 
controversial religious issues. But his posi¬ 
tion was not always logical. It is odd, for 
example; to find him saying that it was the 
duty of Hindus to help the Muslims at this 
time for if the British succeeded in destroy¬ 
ing Islam they would then try to destroy the 
Hindu religion.' Again, as mayor of 
Allahabad in 1923 he guided the Board to 
reject unanimously the suggestion to pro¬ 
hibit the slaughter of cattle; but his attitude 
was based not so much on any principle as , 
on a feding that this was not a matter cal¬ 
ling for administrative intervention; for he 
had earlicT suggested to the Hindus that they 
should request Muslims to stop cow-killing 
rather thim flght them about it. 

The spread of rioting across the face of 
India in the mid- twenties involving sections 
of the Hindu and Muslim communities com- 
pdled Nehru to take a more clearcut posi¬ 
tion'on the question of rdigion in politics. 
It now became obvious to him that India, 
caught in the whirlpool of mutual an¬ 
tagonism, would be dragged down into the 
at^ unless this so-called religion was scot¬ 
ch^ and the intdligentsla at least was 
secularised. Nehru used this word in 1926. 
not In the accepted sense of the separation 
of churdi and date-this had no immediate 
relevance in India if only because the state 
in alien hands-but to meaii the tolera¬ 
tion of all ftiiths and beliefs and permissi¬ 
ble religious pmietibes, leading to a sqwm- 
tioa of rdi^pii from poditicf. For such 
toiecpaeetb be qoceiiMithmal generosity but 


if it is also separated from law. 

coldly reasoned Nehru looked to both 
industrialisation and mass education of the 
type that would dissolve dogma and the 
dogmatic mentality. Nehru had begun to 
discern the mesh of political • reaction, 
economic stagnation and religious supersti¬ 
tion; and he himself shed the vestiges of con¬ 
ventional religious belief. He told Indians 
on his return from Europe in December 
1927, “the less, we talk of and worry about 
the next world, the more good we are like¬ 
ly to do to our fellow countrymen and 
country”. 

lb Nehru religion was now the fountain¬ 
head of authoritarianism and the method 
used at all times to secure the submission 
of the oppressed. But getting rid of religion 
altogether was a long-term objective; the 
immediate problem was dealing with the 
growing communal animosity. Nehru was 
clear- sighted about the reasons for this. The 
social disharmony between Hindus and 
Muslims had spread to other spheres with 
the regional imbalance in development under 
the East India Company, leading to the 
classes who gained most from British rule 
being predominantly Hindu. By the time the 
interior areas of India caught up with the 
rest, national awareness expressed itself 
increasingly in a Hindu idiom. The process 
of divergence between the religious com¬ 
munities was further aggravated by official 
policy symbolised by the establishment of 
separate electorates; and as the franchise was 
broadened periodically on this basis, the 
communal elements grew correspondingly 
stronger. From this analysis Nehru drew.the 
conclusion that the communal problem was 
a wasteful diversion from the main cam¬ 
paign against the British. The communal 
parUm, both Hindu and Muslim, derived 
their support from the feudal and upper 
classes, defensive of vested interests, seek¬ 
ing office and employtnent from the British 
and pandering to myth and passion in thdr 
attempts to secure a base among the peo¬ 
ple; So to Nehru these commu^ parties 
were giants with feet of clay, who would fide 
into nothingness in the light of reason once 
the British were pushed out. He; therefore, 
in accordance with his favourite strategy of 
indirect approach, ignored the communal 
proUan ud concentrated his energies on 


the national movement against foreign ruie 
and on the need to give that movement an 
economic slant. The vast majority of the 
Indian people, whatever their religion, bore 
the common burdens of hunger and poverty; 
and when these burdens were lightened the 
curse of religion in politics would be lifted. 
Religious minorities should be of no political 
significance; the minority that mattered and 
which had to be resisted was that of the rkdi . 
exploiters. 

Nehru, therefore, regarded as a waste of 
time all attempts at a pdJtical settlement of 
the conunural problem. Aruari pinned his 
faith on mutual adjustments through formal’ 
and informal conversations with communal 
parties, but to Nehru this was a futile 
endeavour. These parties did not wish to see 
unity conferences succeed; nor did the 
British, who could always outbid the Con-. 
gress. to Congress Muslims were always on 
the retreat, continuously offering coirces- 
siorts to which there coidd be no end; and 
Nehru, despite his personal affinity with 
Ansari and many other Muslims in the Con¬ 
gress, could not conceal his contempt for 
their attitude 

Even Nehru, however, especially in the 
years when be vvas the president of the Con¬ 
gress, could not completely turn away from 
trying to eliminate the communal menace; 
Till the time came when class conflicts set 
aside rdigious clashes, he wished the 
Hindus, as the ma^rity community, to show 
the generosity which would remove fear and 
suspicion. The minorities should be given 
the fullest assurance; not of jobs and of seats' 
in assemblies, but that their culture and 
traditioiu would be safe. Provision to foster 
languages and education would help to 
nourish the rich, varied, larger, common 
culture of India. The existence of such a 
culture was also one of the points be sou^t 
to estidilish in his historical writings. Nehru 
had not the training of a professional 
historian but he had the instincts of a good 
one. He rejected, even in the early thirtl^ 
the standard periodisation of Indiim history 
into Hindu, Muslim and British; and he 
stressed to his readers that Islam (Bd not 
believe in rdigious persecution and a man 
like Mahmud of Ghazni, who was generally 
regarded as an iconodast, was in fact no 
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yiiifr. wQiild' 

|iaw l 0 (CH^ for wtildiever wiigion he Inut 
belonged. The best of Indian culture tras to 
Nehru a synthesis; this had badly frayed in 
recent times and should be rebuilt on the 
more 'secure foundations of freedom hnd 
social equality and in consonance with a 
better world order. 

To ensure that civil disobedience in 1930 
was not weakened by communal forces, 
Nehru reasserted the commitment of the. 
Congress to religious, cultural, linguistic and 
educationtd freedom, and promised that on 
communal issues the Congress would not 
favour any side but hold the centre impar¬ 
tially. ^ In the resolution on fundamental 
rights at the Karachi Congress in 1931, look¬ 
ing forward to a free India, he incorporated 
clauses providing that every citizen should 
enjoy freedom of conscience and the right 
freely to profess and practise any religion, 
subject to public order and morality, that all 
citizens were equal before the. law, irrespec¬ 
tive of religion, creed, caste or sex, that no 
disability attached to citizens for these 
reasons in regard to public employment and 
in the exercise of any trade or calling, and 
that the state should observe neutrality in 
regard to all religions. This was the first 
breakdown, in concrete terms, of the con¬ 
cept of secularism in the Indian context and 
formed the basis of the articles in,,the con¬ 
stitution many years later. Once the Con- 
gicss, the leading political party in the coun¬ 
try, had committed itself to these provisions, 
Nehru expected the ground to be removed 
from under communalism, for there was no 
logical justification left for communal 
dcmand.s. On the political plane, the only 
solution was the nationalist one, with no 
room for special representation. 

Life, however, as Nehru himself often said, 
is different from and larger than logic. He 
might a$!,ert that communalism was a ghost 
but the ghost refused to vanish and con¬ 
tinued to drink blood. So, tacitly shedding 
the view that the Hindu-Muslim ptoblon did 
not exist because it had nothing to do with 
the masses, Nehru decided, during the few 
months at the end of 1933 when he was out 
of prison, to face the issue He was still of 
the opinion that the communal parties were 
basically props of political reaction, and he 
continued to urge the Hindus, as the 
majority community, to take the initkUve 
in generosity. But he shifted from the posi¬ 
tion that communal feding was dways the 
artiflcial creation of political groups, lb the 
extent that it existed among the Hindus and 
was able to disguise itself as nationalism. It 
the Indian version of fascism and deser¬ 
ving of the severest condemnation. 

Muslim communal groups seemed to him 
at least middle class and repmsgntatiye in 
som6 degree of the Muslim viewpdnt, while 
its leaders behaved with greater dignity thdi 
those of the Hindu Midiaaabha,' who spoke 
only for caidtglists, landlords, and a few 
prinees and th#r fiangers-oa. Nehru also 
now conceded idiat. it undersfruidal^ 

that the h^in%as atkeconomkafiy and 
cducathuttfiv adglit 


'l^iijl^r^nsive about the future.' “Honest 
cbiAihunaHsm is hear; false communalism is 
political reaction”. ’ 

To distinguish between shades of com¬ 
munalism and to contend that it could 
sometimes be honest and, therefore, 
presumably legitimate, was to embark on a 
dangerous course It at once jeopardised the 
position of the many Muslims in the Con¬ 
gress who had not hesitated to participate 
in the civil disobedience movement; and 
Nehru made this worse by stating that no 
other organisation could successfully 
challenge the claim of the communalists to 
speak for the Muslims and that their ag¬ 
gressively communal character gave them an 
advantage over the Muslims in the Congress. 

Having yielded so much ground in argu¬ 
ment to Muslim communalists, Nehru 
sought to defeat them in practice by conten¬ 
ding that the way to deal with communal 
parties was not to barter with them but to 
appeal over their heads to the masses. Their 
cultural unity was enduring, the demand for 
political and economic freedom was the 
reality and the communal myth would cease 
to exist when put to the test of mass opinion. 
A constituent assembly elected by adult fran¬ 
chise, even on the basis of separate elec¬ 
torates, would dispose of the communal pro¬ 
blem readily enough. All this seemed very 
remote as the Congress developed no clear 
objectives or ideology, the government with 
the Communal Award divided the people 
into numerous religious compartments and 
Nehru, sitting in prison, heard of persistent 
communal voilence. “What a disgusting 
savage people we are. Politics, progress, 
socialism, communism, science-where are 
they before this black religious savagery”.^ 
But the election campaign of 1936, with a 
wider franchise than before, gave Nehru his 
chance. He played down the communal 
issue, held up independence and better 
economic coi^itions as the Hrst priorities 
and centred his Are on the alien rulers, the 
capitalists and the landlords. In the United 
Provinces, a clash with the Muslim League 
was avracM. Speaking on the’same platform 
as Jinnah, Nehru referred to communalism 
as no more than a nuisance which made 
people petty-minded and hid from view the 
majdr problems. In his presidential address 
at the Faizpur Congress in December 1936 
he did not refer to communidism at all. 

The results of the elections confirmdd 
Ndiru in his view, gained during his tours, 
that the Congress had never been stronger. 
But it had contested few Muslim seats and 
of these lost most. Even so, Nehru felt that 
the Congress should have Added more 
Muslim candidates. The Muslim-masses had 
been too long dc^ed with.eommunal poison 
and were suspicious of the Ctmgress; but 
there was a ferment among the youngor 
Muslims and the masses and the Cfongreu 
should reach out to than. The Muslim rank- 
and-fBe had a greater potentiality, perhaps 
became erf. more freedem in social rations, 
than the Hindu counteipart and, if con- 
vi«;ed of a niew thought, would accept it. 
Soi, imaUlkring Jianah’s hopes of a lesur- 


jNovsaiher'JMtv 


rection of the atmosphere of the Lucknow ' 
pact and the reaching of a political agree¬ 
ment at the leadership level, Nehru in 1937 
initiated a Muslim mass contact campaign. . 
This was a chance for implementing his 
theory that the masses had no communal 
problem and could be led to forget this 
side-issue by offering them political action . 
and placing before them an economic 
programme; but the opportunity was 
squandered.’ In fact, it was Jinnah who, 
accepting what he regarded as a challenge, - 
strengthened the position of the League 
among the Muslim masses by appealing to 
God and the Koran and alleging that Islam 
was being threatened. Ihking advantage of 
acceptance of ofAce by the Congress, he slid 
easily from attacking the Congres.s. represen- ' 
ting majority opinion, to denouncing it at 
representing Hindu opinion and complained 
of general harassment of Muslims without 
specifying his charges. 

Nehru had gradually and reluctantly to 
change his opinion that there was no real 
strength behind the League. Jinnah’s 
demand that his party be recognised as the 
authoritative and representative oiganisation 
of the Muslims was unacceptable; but it was 
no longer enough merely to go half-way to 
meet the minorities and allay their fears in 
matters of culture, language and religious 
observances. Nehru was willing to consider, 
in any scheme of provincial redistribution, 
the grant to important groups and minorities 
of territories within which they would have 
full opportunities for self-development; but. 
the Ixtaguc, not being serious about non¬ 
political matters, paid no attention. By the 
beginning of 1939 Nehru was forc^ to 
acknowledge that the communal problem 
had acquired a new and serious aspect. Hw 
fear of the Muslims that they might be 
swainped by the Hindu majority had. 
widened considerably: there was, parti¬ 
cularly in the United Provinces, more general 
ill-will among the Muslim masses towards 
the Congress than at any time before; and 
fascist elements were becoming stronger in 
both the communal parties. Evoi now, 
Nehru was hopeful that the economic issue 
would wither the communal problem if the 
provincial governments gave priority to such 
measures.as the wiping out of old debts and 
the arrears of rent; but the Congress 
ministries were too conservative to move in 
these matters. By the time war broke out and 
these ministries resigned, Nehru had to 
accept defeat: “There is no doubt that we 
have been unable to check the growth of 
communalism and anti- Congress feeling 
among the Muslim masses”^ Even civil war 
now seemed to him possible. 

His buoyant optimism, however, soon 
returned to the surface He placed hopes in 
the League’s comnutment to independence; 
and even its ett^nment of a mass basis 
might be hdpftal in bringiiig pressure to bear 
on itt feudal leadership. If the Congress and 
the League could work together in dealing 
with the government in the war crisis, the 
commuiud grievances would lUI into 
penpectiva So the Ctmgress was willing to 
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accept the League, if not as the sole Muslim 
organisation, at least as an imporunt and 
influential party. But joint action with the 
Congress had no interest for Jinnah and he 
would not go beyond seeking statutory pro¬ 
vision for coalition ministries. With the 
celebration of the ‘day of deliverance* and 
the passing of the Pakistan resolution there 
was no scope for negotiations with the 
League, and Nehru became more concerned 
with giving assurances to the Christians and 
Sikhs that the Congress was committed to 
secularism and legitimate minority interests 
could be protected by a constituent assembly, 
HI which such questions would be settled not 
by a majority vote but by common consent 
and differences referred if necessary to ar¬ 
bitration not by the British but preferably 
by the League of Nations. But during the 
war years such matters were not in Nehru's 
hands. The League, with active British sup¬ 
port, expanded its popular backing and 
moved to the climax of partition. 

Nehru’s policy towards the minorities 
before 1947, therefore, had not been a suc¬ 
cess. He had been convinced that the com¬ 
munal problem was not a matter for solu¬ 
tion by the communalists. These were 
political reactionaries converting religious 
matters into a political problem to promote 
their own narrow intere.sts: and the best 
answer to them was religious toleration, 
safeguarding of culture and languages and 
emphasis on political independence and 
economic betterment, both of which cut 
across religious differences. But the British 
government gave Nehru no chance to 
translate this flawless thesis into practice. A 
dissolution of the communal problem was 
not possible in a colonial setting. 

Nehru had written as far back as 1936, 
“the day on which India achieves her 
freedom, communal differences and 
jealousies will get solved of themselves”. Far 
from being this the case, in August 1SN7 such 
differences assumed national and even 
international proportions. The refusal to 
synchronise acceptance of Pakistan with 
recognition of the two-nation theory and the 
presence of large religious minorities in India 
made secularism the only possible basis of 
a uniform and durable national identity. 
Rational thinking and a civilised outlook 
meant the insistence on religion as a private 
matter for the individual with no bearing on 
civic rights and duties; and in a multi¬ 
religious society the state had to stay aloof 
from all faiths and permit diverse forms of 
worship provided they did not conflict with 
other religions. But to provide in the con- 
stitdtion for secular behaviour was only the 
beginning of the struggle. The circumstances 
of 1947 had intensified the communal mood 
and even the most senior of Nehru’s col¬ 
leagues were not always careful in maintain¬ 
ing that the state should Aot promote any 
particular religion, it was suggested that 
secularism was a western concept unsuited 
to India, where the large majority practised 
Hinduism as a social rdigion. lb counter 
this Nehru had, long before independence; 


deRncd secularism not according to any dU^ 
tionary .or historical tradition but in a way 
adapt^ to conditions in this country. The 
future Indian state would not be hostile to 
religion but would not represent any one 
religion and would provide freedom of con¬ 
science to all. 

As before 1947, Nehru as prime minister 
was more concerned with Hindu than, with 
Muslim communalism. The Hindu faith, 
preaching hospitality to all forms of belief, 
was ideal on paper; but the practice was rigid 
and narrow. The Muslim outlook might 
often be worse, but it could not make much 
difference to the future of India. So the 
destruction of Hindu communalism was 
indispensable for India’s survival. But just 
as Hindu revivalism was the greatest danger, 
.so also it was the prime responsibility of the 
Hindus to provide the religious minorities 
with a sense of security. The test of success 
was not what the Hindus thought t>ut how 
the Muslims and other minorities felt. It was 
only if the Hindus were secular that the non- 
Hindus could become secular. They should 
not gain the impres.sion that they were being 
treated as second-cla-ss citizens. So Nehru 
assured the Christians of full freedom for 
evangelical work so long as it did not imp¬ 
inge on politics and, giving the Muslims 
special attention, encouraged their recruit¬ 
ment to the armed and civil services, par¬ 
ticularly the police, and their employment 
in the private sector. Recognising that Utdu, 
while spoken by both Hindus and Muslims, 
had become a symbol of Islamic culture; he 
provided that its use and teaching were given 
priority, especially in Delhi and Uttar 
Pradesh. 

Yet, just as to distinguish between Hindu 
and Muslim communalism was to falter in 
logic, so too to seem to favour the majority 
or to provide special treatment to minorities 
is to weaken secularism as the foundation 
of equality and democracy. Pressure of cir¬ 
cumstances sometimes led Nehru to hesitate 
and not to throw his full weight on the side 
of secularism. In 1948 he committed the sup¬ 
port of the government to the banning of 
communal political parties but did not im¬ 
plement the resolution. He agreed with 
Gandhi that the compulsory stoppage of 
cow- slaughter, taken as an isolated decision, 
would appear as a concession to Hindu 
bigotry and therefore to be avoided; yet he 
did not oppose the listing of the banning of 
cow-slaughter as one of the directive prin¬ 
ciples of state policy in the constitution and 
was content to see that nothing came of it 
in practice; An even greater defldency in his 
policy of merging religious communities in 
a general citizenship was the restri^on of 
the insistence on monr^gamy to Hindu men 
and the grant of the rights of divorce and 
inhmitance only to Hindu women. In his 
keenness to win the confidence of the 
Muslim commuiUty, he failed to ensure the 
equality before the law of all liitHans and 
enact a common dvil code Rdigion can be 
separated flom {miitics more easily if it is 
dso separated from the brer. Thm is no 


room in a secular society for differences in 
personal law which claim rdigious sanction. 
To deny rights to Muslim women which aire 
availaUe to women of other faiths is a viota- 
tion of the provision in the constitution that 
the state shall not discriminate against any 
citizen on grounds of rdigion. 

As Nehru had realised from the very start, 
the real answer to the mixing of religion with 
politics is mass education. An educated 
society, forward-looking and striving for 
development, will, even without knowing it, 
liquidate communalism, both of reaction 
and of fear. Nehru was always aware that 
the problem of minorities was best handled 
not in itself but as a part of wider issues. 
But he could not achieve what he hoped for 
during the freedom movement and he did 
not do what he knew should be done in an 
independent India. He himself suggested 
that the problems of the minorities were not 
suited to his temperament and cast of mind. 
“I must confess to you’’ he wrote to Jiimah 
after some talks with him soon after the out¬ 
break of war, “that in this matter I have lost 
confidence in myself, though I am not 
asually given that way. But the last two or 
three years have had a powerful effect on me. 
My own mind moves on a different plane 
and most of my interests lie in other direc¬ 
tions. And so, though 1 have given much 
thought to the problem and understand most 
of its implications, I feel as if I was an out¬ 
sider and alien in spirit.” But if he did not 
come up with appropriate and effective ac¬ 
tions in different contexts, he at least left us 
with the right answers and the correct 
approaches. 

Notea 
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In Search of Integration and Identity 

^ Indian Muslims since Independence 

; “ 

Mushirul Hasan 

After forty years of independence India’s secular experiment needs to be revh wed as a pointer to other plural 
societies in Asia and Africa endeavouring to tackle their ethnic, regional and leligious problems, and its results 
assessed in relation to Indian Muslims who form the largest minority segment in the country. Jawaharlal Nehru‘s 
secular model and the strategy of multi-national integration, the author argues, may still be the answer to India’s 
communal impasse, for the secular state and society has far more than an even chance of survival in India. 


IN the long and impressive history of India’s 
nationalist movement there was a deep 
ideological schism between ardent communal 
nationalist and committed champions of a 
secular and composite Indian state. But the 
mainstream of Indian nationalism had a 
decideiy secular orientation. That is why 
when the newly-created state of Pakistan was 
refurbishing its Islamic image in 1947-48, 
India was engaged in reconstructing a 
democratic and secular polity amidst 
the brutal and bloody violence which ac¬ 
companied independence and partition. 
Jawaharlal Nehru, the main architect 
of India’s secular state,' emphatically 
declared: “The governmciit of a country like 
India ... can never function satisfactorily in 
the modern age except on a secular basis!’ 
This was an article of faith with many of 
his comrades in the Congress and in other 
political formation.s. 

After forty years of independence India’s 
secular experiment needs to be reviewed as 
a pointer to other plural societies in Asia and 
Africa endeavouring to tackle their ethnic, 
regional and religious problems, and its 
results assessed in relation to 61.4 million 
Indian Muslims (according to the 1971 cen¬ 
sus) who form the largest minority segment 
in the country. We do so without losing sight 
of the obvious fact that the Indian Muslims 
do not constitute a single^ homogeneous and 
monolithic entity and the differentiating 
features that characterise Indian society as 
a whole are also to be found within the 
Muslim community.^ At the same time^ 
our concern is to uncover certain broad 
trends amongst Muslims which would leave 
out regional, local and class nuances .from 
our analysis. 

In the t940s Mohammad All Jinnah led 
a powerful movement which was meant to 
advance the interests of his co-religionists 
after the British withdraw! from the Indian 
sub-continent. But the final outcome of his 
campaign proved catastrophic to over 3S 
million Muslims who chose to remain in 
post-partition India. Leading industrial 
families, trading groups and professional 
men hurried to Pakistan to improve their 
fortunes, leaving behind a socially frag¬ 
mented and economically depressed Muslim 
community. With the introduction of univer¬ 
sal franchise and jo(nt electorates Muslims 
of Uttar Pradesh and Bihar lost their posi¬ 
tion as a privileged minority—a position 
tl^ eitioyed under the BrittA since 1909. 


There was a diminution of their influence 
in government service also, for the bulk of 
the professional groups in these states had 
migrated to Pakistan. The abolition of the 
/amindari system reduced the rural influence 
of the former Muslim landlord.s, even more 
than that of their Hindu counterparts, 
because of the smaller number of Muslim 
peasants in the north and the greater number 
of urban rentiers among the Muslim land¬ 
lords.’ The dissolution of princely states 
impoverished a large, if not major, share of 
upper and middle classes. 

Finally, politics for Muslims as Muslims 
had no raison d’etre in secular India. With 
the Muslim League dissolved in the north 
and its leadership drained off to Pakistan, 
the political trajectory of the Muslim com¬ 
munity was defined within the democratic 
and secular framework; in fact its future lay 
in coming to terms with the broad contours 
of Indian secularism and rallying round 
political parties with avowed secular goals. 
“There is absolutely no alternative to 
secularism, unless communal suicide be con¬ 
sidered to be one’’, wrote an influential 
Muslim commentator. 

But a conununity nurtured in the tradition 
of political separatism and religious fun¬ 
damentalism, exemplified by the Jamaat-i 
Islami and Muslim League movements, was 
rather slow in coming to terms with the 
secular framework of Indian polity. One of 
India’s leading lawyer-politician noted in 
1962 that his brethren had “not yet fully 
adjusted themselves emotionally to a secular 
stat^’.^ This view was supported by two 
leading scholars educated in the famous 
religious seminaries—the Dar al-Ulum at 
Deoband and the Nadwat al-Ulama in 
Lucknow.* The concept of a secular state 
was contrary to the fundamenuls of Islam,. 
and to be secular was nothing short of being 
ghavar mazfmbi or la dint (irreligious). “The 
modern secular state*’, stated an official 
publication of the Jamaat-i Islami, “rests on 
the denial of God ... on the denial of the 
sovereignty of His exclusive title to the 
obedience of His creatures ... To owe 
allegiance to God is to refuse allegiance to 
every other authority unless the latter acts 
as His servant and upholds the authority of 
His law!’’ 

While the rumblings over the acceptance 
of the secular concept have not quite ceased, 
relatively few Muslims cling to the Islamic 
sute idea. Some hard-headed ufeme may 


still cherish the hope of a dar al-lslam, 
but most Muslims have come to regard 
sccuiarism as a boon as their welfare 
depends so much on the secularity of the 
state. The Jamiyat al-ulama propounded the 
theory of a social contract between the 
Hindus and Muslims to establish a secular 
state, while the Jamaat-i Islami, after years 
of diffidence, declared in 1970 that: 
in the present circumstances, the Jamaat-i- 
Islami Hind wants that in contrast to other 
totalitarian and fascist modes of government, 
the ... secular democratic mode of govern¬ 
ment in India should endure.*. 

A keen and sympathetic observer of 
Indian politics observed in the mid-sixties 
that “informed Muslim opinion is clear that 
it wants nothing better than the liberty to 
work out its own destiny within the Indian 
secular society’’.* An enquiry conduaed in 
1970-71 reached the same conclusion.'" 

In order to assess the Muslim response to 
the secular processes, we must turn to an 
examination of their political praferences 
ncercised through the general elections. 

In the first three general elections Muslims 
hitched their fortunes with the Congress 
bandwagon, which had the image of a 
secular party and lent their full support to 
Jawaharlal Nehru whose secular credentials 
were never in doubt." Of the total Muslim 
legislators in I9S2,145 belonged to the Con¬ 
gress; in the next general election 131 of the 
1S9 l^slators were Muslim Congressmen. In 
Uttar Pradesh, India’s most populous state; 
Muslim candidates contesting elections on 
Congress Psny tickets constituted the largest 
proportion among the Muslim poUtieal 
activists and succeeded in getting dected 
in huger proportions than the candidates put 
up by oUier political parties.'^ 

This was not all. lire earlier notion of 
communal consciousness being a strong 
element in Muslim voting behaviour'* 
stands refuted in recent studies. Paul R Brass 
found the Muslim vote in Kanpur city to be 
non-communal in the 1957 and 1962 elec¬ 
tions.'* So did Peter B Mayer in his account 
of Tiruchirapalli and Jabalpur towns.'* 
Others have also shown that Muslims do not 
operate as a monolithic entity in politics; in 
fact, competitive electoral process has hdj^ 
to break down their communal sitiidarity. 
“The increating tendency of^uslim can¬ 
didates to assume national paii^ identifica¬ 
tions’’, concludes Copal Krishna, “shows 
that the intergntive process is at worit". A 
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funher inclicalion is that Muslim candidates 
contesting elections on the tickets of the 
national parties improved their share of the 
total votes polled by Muslim candidates 
from 65.41 per cent in 1952 to 75.20 per cent 
in 1962.“ 

Equally important was the conscious dcci- 
. uon to reject overtly communal organisa¬ 
tions and an unmistakable preference for 
secular parties.''' The Muslim League 
disappeared from north India in 1947 and 
attempts to revive it during 1959 proved 
ftitile. The Indian Union Muslim League in 
Kerala, India’s most southern state, struggled 
to survive and managed to send only one 
representative to the Lok Sabha in 1957 and 
tSvo in 1962. Regional organisations like the 
Itchadul-Muslimeen made .some headway in 
the state elections, but their electoral appeal 
remained confined to Hyderabad city. At the 
. national level, bodies like the Jamiyat al- 
ulama pursued their traditional nationalist 
policies and acted in union with the Con¬ 
gress. Many of its leaders, such as Maulana 
Hifzur Rahman, were returned to the Lok 
Sabha as Congress candidates. 

In the mid-sixties, however, various 
Muslim groups in different parts of the 
country began to question the wisdom 
of continuing their alliance with and 
dependence on the Congress. They did so 
because the Congress had ceased to be a 
vehicle of their aspirations and had shown 
hisensitivity towards their specific com¬ 
plaints reg^ing unequal educational op¬ 
portunities, discrimination in government 
employment and poor representation in 
central and state governments, in the Indian 
Administrative Service, in the police, and in 
the army.“ Muslims were also victims 
of organised communal violence, as in 
Jamshedpur and Rourkela districts (1964), 
and were aggrieved at the Congress govern¬ 
ment's failure to curb such persistent 
assaults. Under the stress of insecurity 
created by riots there was a growing percep¬ 
tion of the community’s dwindling fortunes 
under Congress rule. Summing up the 
Muslim feelings, a leading political scientist 
noted in 1968: “The Muslims in India are 
in a quandary. They appear lost and out-of- 
grips with the evolving reality of contem¬ 
porary Indian iifef’'* 

The disenchantment found aipression in 
the 1967 elections when most Muslims 
deserted the Congress, especially in Uttar 
Prad^, Bihar and Bengal, and vigorously 
pressed the need for a separate and exclusive 
platform so that they would send their 'own’ 
representatives to the legislatures who would 
not be at the mercy of ‘non-Muslim parties’. 

. The Muslim Majlis-i Mushawarat, esta¬ 
blished in August 1964, was meant to 
articulate Muslim grievances and seek ways 
• of alleviating them through the processes of 
' party and electoral politics. 

The Majlis was a loose confederation of 
. diverse' political interest groups, including 
. former leaders of the Muslim Lragiie', the 
; Jamaat-i Islami and some Muslim Con- 
?>gressmen backed by th^ Jamiyat at-u!ama. 
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Its demands were embodied in the 1967 
People’s Manifesto, which effectively sum¬ 
marised the main grievances and demands 
of Muslims, including revision of textbooks 
with a Hindu bias, introduction of propor¬ 
tional representation in elections, protection 
of the Muslim Personal Law, recognition of 
Urdu as a .second official language in the 
north Indian states, and preservation of the 
‘minority character’ of the Aligarh Muslim 
University. 

With its nine-point manifesto, the Majlis 
urged Masiim voters to support independent 
candidates from different parties, “primarily 
according to the candidate's attitudes 
towards the Muslim community’’. Thus, it 
was recommended that they vote for those 
who were free from caste and communal 
prejudices, subscribed to democratic and 
secular principles and were broadly in agree¬ 
ment with the People's Manifesto issued by 
the Majlis. Candidates who met these con¬ 
ditions were asked to sign a pledge to sup¬ 
port the nine-points of the manifesto and 
work for their adoption, if elected. 

The Majlis succeeded in stirring up 
“political and social consciousness" 
amongst Muslims,-" and in ‘detouring’ 
them “from their usual solid support for the 
Congress’’.^' But it was only marginally 
successful in influencing the outcomes of the 
1967 elections, particularly in Uttar Pradesh 
and Bihar where it had developed a network 
of support. The erosion of Congress support 
amongst Muslims had so much more to do 
with the general anti-Congress .sentiment 
than with the campaign conducted by the 
Majlis.^* Abdul Jalil I-'aridi, the chief 
architect of the Majlis, had conceded that 
it was hard to replace the Congress or to 
remove it from its dominant position.'* 

The electoral reverses suffered by the 
Majlis, combined with the voile face executed 
by its allies when elected to the legislature,'^ 
undermined the morale of its consti¬ 
tuents. In Bihar the Majlis became defunct 
by the time of* the 1969 elections and the 
Congress did quite well in Muslim areas even 
though it won fewer seats in the state as a 
whole."' In Uttar Pradesh, Paridi esta¬ 
blished a new political party—the UP 
Majlis—to contest the 1969 mid-term poll. 
IWo years later, he is supposed to have 
reached an electoral understanding with the 
Congress led by Indira Gandhi, having 
sensed the massive support she was going 
to receive from the Muslims. 

The adventurism of the Majlis failed on 
account of the absence of a unified, leader¬ 
ship, the fragmentary nature of the Muslim 
community with its regional and local 
specificity, and the small and scattered 
Muslim votes in most electoral consti¬ 
tuencies. Besides, the path of ‘contest 
mobility’"" was clearly strewn with dif¬ 
ficulties’ because donociatic political institu¬ 
tions do not always lend themselves for use 
by minority groups in defence of their 
interests. The Majlis learnt this lesson the 
hard way when it was stigmatised as an 
incipient sinister revival of the old Muslim 


League, and its demands pushed more votes 
to candidates whose appeal was to Hindi 
and Hindu revivalism. The message was loud 
and clear. Most of the time, Muslims could 
not hope to take the political process into 
their own hands as th^ thought they could; 
they had to be content with organising 
themselves as pressure groups exerting their 
influence through other political forced 

At the same time, it was inexpedient to 
allow Muslim anxieties to grow, for at stake 
was national unity, the secular image of the 
Congress, and the country’s prestige in other 
parts of the world, especially in west Asia. 
Already, the danger signs were too obvious 
to go unnoticed. The alienation of the 
minorities and the consequent weakening of 
the secular elements amongst them, the 
newly acquired militancy of parochial and 
sectarian tendencies, the growing instrusion 
of religion into politics, and the widening 
gulf that separated Hindus and Muslims lent 
credence to the view that “the secularism of 
India is an aspiration, not yet a reality’’." 

II 

Just a decade and a quinquennium after 
independence the communal forces, long 
kept, under check by Nehru’s leadership, 
surged forward, causing serious jolts to 
India’s secular f^ric Amongst Muslims, the 
Jamaat-i Islami and the Itehad ul Muslimeen 
derived strength and sustenance from the 
wave of communal violence which swept 
through much of north India, leading a 
perceptive Muslim observer to conclude that 
“Muslim communalism... is now coming to 
surface again. Its fundamental idea... is that 
true Muslim society can exist only in a coun¬ 
try where the government is in the hands of 
Muslims and is carried on according to 
Islamic law!’ 

Spearheaded by the cadre-bas^ Rashtriya 
Swayamsewak Sangh (RSS) and its political 
wing, the Bharatiya Jana Sangh, Hindu 
communalism found a substantial ally in the 
resurgence of nationalist feelings after the 
Indo-China war in. 1962; the alliance was 
strengthened by the war with Pakistan three 
years later. Committed to the cause of 
building a resurgent Hindu nation and a 
revived Hlndi-Hindu culture; the ideology of 
the RSS and the Jana Sangh was fuelM by 
the stereotype of an aggressive Islam on the 
rampage. They repudiated secularism, 
denounced the Congress for its pttilcy of 
appeasement Under the Vtamouflage of 
secularism’,"* and proposed the ‘IndianiM- 
tion* of Muslims to purge thm of disloyid 
tendencies. “Indianisation of the Muslim 
outlook is the only solution of the socio¬ 
religious as well astiw politicat aspect of the 
communal problem" declared a foremost 
RSS and Jang Sangh activist."*. 

“The strength and influmce of th. 
avowedly and objectionaMy militant Hindu 
parties have grown almmiivh''’. warned a. 
leading joumalist in the Ddhi 
Tltis was reflected in the elUctotal ad¬ 
vances ttiade by the Jai|a Sangh which was 
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the peiceht«ic of votet polhKl Iqr the Juia 
S«^ ih IW sboWed newly a two'fcrid 
inctewie for Lok ^tia deeliolu and a^t 
odie-i^-liatr tim incnbK for assembly 
elecdphs. In' Uttar Pradesh ahd Madhya 
Pradbsh this Jana Sangh became.the sectmd 
Itrg^ party—49 ^ts to the Congress* Itt 
in Mac^a Pradesh.’* This upward trend 
continued,' espedally in Uttar Pmdcsh where 
the parly polled 21.53 per cent votes and 
gained 98 seats at the fourth general 
election.” The Htndustan Times saw ihe 
extension of Jana Sangh’s influence to the 
rural areas as “the mostsisnlflcant develop-, 
ment of this election in'Uttar P^esh**.” 

Equally ominous was the revival of the 
cow protection movement and the Hlndi- 
Utdu controversy—issues on which Muslim 
interests and susr^bilities were disregarded, 
much to Nehru's disappointment. Much of 
the communal rioting in the 1960s was, in 
fact, centred round these problems, though 
no less ex|dosive were disputes over religious 
processions and the playing of music before 
mosques. 

In the 1950s the number of violent com¬ 
munal disorders fell steadily, reaching the 
low watermwk of 26 in I960. The number 
went up to. 92 in 1961; the worst year was 
IW with over 1,170 incidents, mostly in 
Boigal. From 1965-66 to 1967 there were 515 
ofEcially recorded outbursts,” in which 
Muslims suffered the most at the hands of 
rampaging communal mobs headed not voy 
infrequently Iv RSS volunteers.” Nehru 
declared that from his own inquiries it ap¬ 
peared that local Congress leaders made no 
attempt at all to calm the communal frenzy 
which seized Jabalpur and other dries and 
towiu of Madhya Pradesh during the riots 
of Bebruary 1961. They simply sat in.thcir 
houses like 'purdah ladies' while the situa¬ 
tion detwtorated.” The pattern was no dif¬ 
ferent in the commhnal catastrophe, at 
Alunedabad in SsRtqmt>er 1969, whm over'. 
a thousand people; mostly Muriims, lost 
their lives..’* 

The communal upsurge in the 1960s was- 
partof the siwrpenmg of edsting caste; chuB. 
and community deavslges, and reflected the 
limharioni of the sccularitttion proo^^ 
whid tfrita boldly ihiriated through ' a' 
demdcrit^.polity, p rogna t iw social legi^ 
tion, E^d Industilaliaatim and a massive 
adult Utecacy campidgn.. These cleavages 
were u^er control during the saair 
colonial struggle, with unity end coosenswr 
amoiuhs.eentral Gonoems. But not so after 
indepeotfame; The ConifeM was no lonfer 
at the'he^ of a movemcht: if vvas overnight 
turned Ittth n pb^iari iMriy whose main adm 
was to'iwndae ddntad.s^'dominanoc over 
the Iwini'of pd^’aiiiiil iiiithbthy. DoHshig 
ciacnnla^iiilildeB bee^ pdmeooiieiem. 


dii^tued.. socio-economic. pqUciw were 
aili»^.lo.grpwing caste^lasi. tensions and 
immisued communal aniinosities.. “The image 
of indW.unity”, warned the Bc^nomicond 
i^Ueal WeBUy, “cannot be built merely of 
cye-catchiiig laces apA frdte: it must also 
h^ the supporting ‘sriois’ - of harder 
materhd”, 

.. The Congrem was singularly lacking in 
ideological coherence, sighi^ by the 
presence of communal and levivahst dements 
entrenched in the suues and districts and 
thwir uneasy relationship with Nehru who 
was commuted ^ fM destruction of com- 
munaUsm and esti^Ushment of a sKular 
state and society. It surged , ahead without 
isolating such elements,* without develop¬ 
ing any formal or informal structures to ef¬ 
fect social transformation, and without 
evolving instruments to .widen the social 
basis of seculiuism and thus assuage the 
fears of the minoriries.and satisfy the rising 
aspirations of various social groups. Nehru 
was no doubt aware of these lUnitations, but 
he also dithered on vital Issues. He took 
certain steps which did not fit squarely with 
his promotion of secularism. On the other 
hand, he faded to take certain other essential 
steps.** A few years after Nehru's death, the 
Economic and Political Weekly observed: 
The rudest shock comes ftom the manner in 
which the government and the country are 
allowing themselves to be pushed off the edge 
of secularism into the abyss of communal 
.reaction, falling back to the frightening 
atavism of stagnant, dark and medieval ethos 
of the Hindi-speaking areas.** 

Anjcasy way out of the communal impasse 
was to woo sectional and parochial interests 
and to make occasional friendly gestures 
towards the minorities even if it meant 
heightening their community consciousness. 
In his keenness to.-win Muriim confidence, 
Nehrn firijed to provide equality before the 
law;to aU Indioh'Women and to promulgate 
a common civil code.** Me stated in 1954 
thm be thought a unified civil code was 
inevitable; but that the rime was not ripe to 
push.M through in India. Again, he failed 
to press his own iniriarive for the banniqg 
of communal parties.** The. banning of 
cow-^U^tec was idso a nutter in which 
I<^u billed to act.Bocpiding to Iris convic- 
tkws.*’ Lsgisl^oB imposing a total ban on 
QQ!w-riaub^ter was enacted in Uttar Pradesh, 
Bihar Madhya Pradesh, and Rajasthan. All 
of these governments were controlled by the 
Congress Party! , . 

Given the estabUsbed tradition of using 
rriiglon as a lever to influence the course of 
politics, it was not unusual for political par¬ 
ries to collaborate with ctwununal otganUn- 
tions for short-imm electoral gains.. The 
Coivre^ did so with the Shiromani Akah 
Del in 1956, and with tihe'MUsUm Leaiue 
in Kerala jiut two yean later, Oppoiirion 
paftin toob were often, compiled for sheer 
survival to ftA bn^ on mpedieiicy and fotfd 
‘ " UQbriiidMedaBiarioeiT6eib1eoftte 
SodiiW nuty^Aiinds oiiit in piidrini the 


Muslim Limgiie forward, .lit ihe autl' 
communist aAiance in Kerala. Jn ,1965 the '! 
Communist. of India (MandsO maned 

its cHcdlent recoid of waging anrivcommunal 
struggles by aligning itself with the Muslim 
League as part of its strategy of forgiagan 
anti-Congress front. Nor was h uncommon . 
to rouse nri4>ou$ passions duriig dec- : 
tioneering. In the.l^ parliamentary bye- 
election contest between the Congress can- . 
didate Hafiz Mohammad Ibrdiim and. the 
opposition nominee Acharya Kripaiani, all 
kinds of deep prejudices were activated 
against the Muslims by the (^position 
parties.** The entire campaign was vitiated 
by communalism.*’ Nehru nns sickened 
and expressed his anguish in no uncertain 
terms. 

Ill 

Over the years we have been moving 
towards a society which will soon be ruled 
by communal bigots—Udayan Sharma, in 
Sunday, June 22-28. 1986. 

A wounded India with festering communal 
sores is limping towards the 21st cemury... 
India, today, certainly cannot boast of t 
heritage and a past which has succeeded in 
checking the growth of communalism— 
Seema Mustata, in Sunday, December 28. 
1986—January 3, 1987. 

An all-devouring communal fire it n^ng 
across the country, threatening llw very 
existence of a multi-iriigious. mnlti-culturd 
and muIti-Iingual society—Kiridecp Kumar, 
in Sunday, June 21-27, 1987; 

These are not sensational nwspaper 
headlines but serious reflections on India’s 
secular experiment over the last four 
decades. They portray a picture of li^an 
society which is both realistic and alarming. 
Their assessment deserves consideraticsi. 

There can be no doutu that the last pjiaaa 
of the Indira Gandhi period witnessAl an 
unprecedented spurt in rriigious fervour aind 
religiosity, an exacerbation of sectarian 
feuds, and an increased psriarisation of 
Indian society not on class lines, as Nehru 
had envisaged, but on purely commuiud 
lines. Close to 4,000 peo^e were klOad .ig 
communal riots during the 1980$. This is 
almost four times the figure after Uie 197Qs 
which had roen a reUaive lull after the 
bloody 1969' Ahmedal»d rioting,** The 
number of districtii affected increased from 
61 in 1961 to 250 in 1986.87 font of a total of 
around 350 districts).** Since Pebn^ 1986 
neatly 60 'major' and ’minor’ riou have 
takmi place in Uftar Pradesh killing over 200 
peolple; leaving more than IJlOO injured, ami 
cauring damage to property to the tune of 
1.5 crore’*. . ^ 

Equally significant has been the 
■ growth of communal organisations = 
miliuuit overtones. TIky numbered less fiian 
a dozen in 1951; there ate over 500non; , with 
an active membership that, nccoidii4 to 
gpvernment estimates, runs info seronri 
millions.” The newly foAnnd Hindu 
nuUtiiu art the irishuUharis, ^ One Afchil 
Bharatiya Shiv Shakti M whWh boasta of 



3,000 FoUowera and 60 brandies between 
Delhi and Sahaiwipur,” the Hindu Mandi, 
Ktivated after the highly publicised conver- 
tions to Islam of a flew hundred HarUans 
in the ’ftmil Nadu villages of Meenakshi* 
punun in 1981, with a following of 20,000 
among the lower-middle classes;’’ and the 
Hindu Shiv Sena with strong supporters 
among the Hindu migrants ftom Punjab. AH 
these bodies, combined with the Vishwa 
Hindu Iteishad and the Virat Hindu Sam- 
melan wluch are at the i^mx of several right 
wing organisations, have been vying with 
each other to emerge as the greatest diam- 
pion of Hindu communal causes, and are 
now leading an aggressive campaign to 
‘liberate’ the Babri mosque in Ay^hya on 
the plea that it was the birthplace of the 
Hindu god, Rama. An additional list of 4S0 
mosques has beat drawn up to be ‘liberated*. 

These developments seeiri to suggest that 
the secular consensus, an imprimatur of the 
‘Nehru era, was all but set aside by the 
dominant Congress leadership which has 
been eaga to accommodate Hindu revivalist 
and obscurantist tendencies in oida to 
isolate and deflect the emergence of alter¬ 
native political forces surfacing in different 
parts of the country. This was done in 
Kashmir where Shaikh Mohammad Abdullah 
was isolated and his defeat engineered by 
Indira Gandhi.’^ The same story was 
repeated in Punjab, though with far more 
serious implications. Giani Zail Singh, chief 
minister of Punjab from 1972 to 1977 
exploited religion with his characteristic 
adroitness to divide the Akali Dal, and prop¬ 
ped up an obscure priest, Sant Jarnail 
Singh Bhindranwale; to counter the anti- 
Congress forces in Punjab. Indira Gandhi 
backed Zail Singh against the more secular- 
oriented forces in Punjab. 

The widely shared Muslim perception has 
been of a virtual breakdown of tte secular 
consensus embodied in the modd of integra¬ 
tion worked out by Nehru. Cracks began to 
appear soon after India’s victory over 
Fbkistan in Bangladesh war when Indira 
Gandhi was carried away by mast acclaim 
as a reincarnation of Duiga—the destroyer 
mother goddess in the Hindu pantheon— 
and was convinced that she would have to 
cultivate a Hindu image to strike deep roots 
in the Indian polity. She went on con¬ 
spicuous vishs to various temples, swiftly 
banned the use of beef tallow as soon as 
the ghee-adulteration scandal broke out, 
adopted Hindu rituals and symbols in state 
affairs, was soft towards Hindu revivalism 
which expressed itself most spectacularly in 
cross-country marches to ‘Save Hinduim*, 
and almost unchamcteristicaUy asserted the 
“rights of the mnjority“. All this was a rever¬ 
sal of the secular traditions that Nehru had 
tried to estabUsh. Wtote one of her admirers. 

Ibr from challenging sudi revivalism, 

Indira Gandhi decided to ride it as far as it 

would take ha. And so, there was not even 

the minor consolation of words of sympatlv 

from Indira Gandhi afta Moradabad taw in 

IMI one of the worst instances ot violence 


against MusHms in independent India,’’ 

'IlM situation has remained unchanged 
and the mixing of religion with politics goes 
on unda Rajiv Gandhi. The Congress, so 
claim its detractors, has taken up the man¬ 
tle of Hindu protector, a fact wl^ has led 
the RSS, with ova a million members and 
more than 20,000 brandies,’* to lend its 
support to the party’s polidcs and inogiam- 
mes.” The breaking of coconuts, putting 
vermilion on foreheads, and the invocation 
of Hindu gods at state functions continues 
in disregard of the secular spirit of the con¬ 
stitution. For the first time in free India’s 
history, a cabina minista—Arif Mohammad 
Khan—resigned in protat against the 
Muslim Women (Protection of Rights on 
Divorce) Bill, I9M, a retrogressive legisla¬ 
tion which was meant to mollify Muslim 
fundamentalist groups. Again, for the first 
time another cabind minista—tourism 
minista Mufti Mohammad Sa^eed—quit to 
register his protest against the ftulure of his 
colleagues to put down communal strife: 

Systematic Neglect 

What has angered Muslims is not so much 
the fact that state patronage of religious fer¬ 
vour has encouraged the fringe of Hindu 
extremism, but that a systematic neglect of 
their interests has contributed to their 
economic decline.” The view that the 
economic weakness of the Muslims must be 
seen in the context of the total soday where 
development is slow, waga are low and 
unemployment on the rise carries no con¬ 
viction with most Muslim activist groups 
who argue that opportunities of economic 
advancement are specially blocked for thdr 
community which has borne the conse¬ 
quences of offidal neglect and discrimina¬ 
tion. In the case of scheduled castes and 
tribes there ate compensatory programmes: 
there are none for the Musliins. .Yd otha 
categoria in nodh India, such as the 
Kurmis, %davs and Gujars, have been 
economically weak and have not had access 
to compensatory programmes. But, then, 
they have in some measure sought to 
neutralise thdr weakness through mobilisa¬ 
tion in the political domain, using thdr 
numbers and voting strength to secure 
attention, lb be sure; such mobilisation, 
when it seeks politically allocated resourcep 
by way of job quotas, etc; have generated 
violent eontentiousiiess in Bihar and 


dsewhoe; bu the magtibiide oif tiiii boi^ 
tiousness te small couqwrad to the conae- 
quenca that await Mittlims when tbey seek 
to assert themsdves, poikiadly or othofadan 

It is possible to debate the causes of the 
economic dedine of the MnsUms, hut there 
is no denying that thqr have been at the 
lowat rung of the ladda in terms of the 
basic categoria of sodo-economic indi- 
caton of development.” In modem 
industry and trade, except tm isolated 
instances, they have not owned huge sode 
industry or business and are generally found 
lacking in high entrepreneurial traits. There 
is not a siitgle Muslim house among the SO 
industrial groups, while at the Iowa end 
of the scale most Muslims are poor and 
backward.” 

The benefits of various govanmsnt 
schemes, aiirwd at improving the lot of the 
weaker sections, have not acaued to 
Muslims. Of the houses allotted by state 
governments to Iowa and middle income 
groups, only 2.86 pa cent went to them. Of 
the licences issued for fair price shops, only 
6.9 pa cent were awarded to Muslims. 
Finally, Muslims account for only 0.2S pa 
cent of the tangible benefits extended to the 
artisans by the Khadi and Village Industries 
Commission.*'. 

Hie co-operative sectors have fared no 
bata. Of the loans advanced by fliuuicial 
institutions only 3 pa cent of those baween 
Rs 30,000 to Rs 1 lakh went to Muslims. Of 
those baween Rs I lakh to Rs 2 lakh, less 
than 2 per cent was received by Muslims. 
And of those between Rs 2 lakh to Rs 10 
lakh, the figure was under I per cent.” 

When it comes to employment, Muslims 
proent a grim piaure of their unda- 
representation and complain that they have 
been reduced to being “the hewers of wood 
and the drawers of waia’’.*’ Ikbles 1 to 4 
lend weight to their argument, but the 
causa of their under- icauitment is still a 
subjea of much dispute. Muslims satle for 
dis^mination as a convenient aplanation, 
though mudi of the problem in Uttw 
Ptadah and Bihar is the ooriiequenoe of the 
depletion of the Muslim mid(& classa in 
the aftermath of pvtjtion and the abolitimi 
of Urdu as a language of administntion and 
education which affected that very sqaion 
of the middle classa which sought employ¬ 
ment at clerical levd, in Iowa government 
service or in educational institutions. 


Taile I: Musum Shabe (in Peicentaoe) in Peivate Sectos Empioyment 


Name of the Undertaking 

Executive 

Cadre 

Supervisory 

Cadre 

Wnrkas 

Cadre 

TISOO 

4.10 

S.60 

10.30 

ikxaaco 

NU 

OJO 

4A0 

Mabthd 

NB 

1.72 

3J3 


OM 

Not available 

ia20 

Mahindra and MaMmfaa 

IM 

2.29 

9.02 

Orkey 

3.30 

3.00 

11.90 

JK Industria 

2.63 

2.28 

. 9A1 

Indian Explosiva 

Nfl 

2.73 

7.09 


Sourer. Muslim hulla, January, i9M, p 17, 
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WideipKiui abluidoluaiemof Uidn has alio 
made it difneidt for a great many MiuUm 
candidates who have Urdu as their mother 
tongue to t^ competitive examinations for 
government posts. This accounts for the Cut 
that veryftw Muslims take the eouninations 
at idi: another is. of course; a constant fear 
of discriminatioa if they do take them. Hie 
cauw of Urdu, which has been a victim of 
communeJ bigotry and linguistic jealousy, 
is thus not only central to the cuhural iden¬ 
tity of the Urdu-speaking Muslims but 


Tabue2: State-wise DisraiBUTiON of Muslims 
IN Indian Administrative Service 
_ASON jANUARy,l9g4_ 


suite 

Ibtai 

Muslim Percen¬ 
tage 

Andhra Pradesh 

294 

13 

4.42 

Assam-Meghalaya 

168 

1 

0.59 

Bihar 

335 

9 

2.69 

Gujarat 

180 

5 

2.T7 

Haryana 

161 

2 

0.12 

Himachal Pradesh 

97 

— 


Jammu andKashmir 

74 

19 

25.67 

Karnataka 

214 

3 

1.40 

Kerala 

143 

4 

2.79 

Madhya Pradesh 

336 

7 

2.08 

Maharashtra 

308 

5 

1.63 

Manipur-Tripura 

99 

2 

, 2.02 

Nagaland 

42 

— 


Orissa 

190 

1 

0.53 

Punjab 

160 

— 

— 

Rajasthan 

214 

1 

0.47 

Sikkim 

23 


_ 

Ikmil Nadu 

272 

3 

1.10 

Union lerritories 

166 



Uttar Pradesh 

472 

10 

2.12 

IMest Bengal 

248 

5 

2.00 

Total 

4195 

90 

2.14 


Source. Mmtim India, May 1985, p 204. 


Table 3: Statewise Distribution of Muslims 
IN Indian Police Service 
ASON January«1983 


Sute 

Ibtai 

Muslim Percen¬ 
tage 

Andhra Pradesh 

143 

3 

2.00 

Assam-Meghalaya 

87 


— 

Bihar 

158 

6 

3.80 

Gujarat 

105 

2 

1.90 

Haryana 

72 

1 

1.40 

Himachal Pradesh 

46 



Jammu andKashmir 

38 

11 

28.90 

Karnataka 

m 

4 

3.90 

KeriJa 

rt 

3 

3.90 

Madhya Pradesh 

190 

7 

3.70 

Maharashtra 

163 

5 

3.00 

Manipor-Uipura 

47 

2 

4.30 

Orissa 

91 

2 

2.00 

PuitJab 

90 

2 

2.00 

Rajasthan 

109 

1 

0.90 

Sikkim 

8 



Ikmti Nadu 

111 

3 

2.70 

Unimi Ibrritories 

88 

2 

2.00 

Uttar Pradesh 

307 

7 

2.00 

^^bst Bengal 

183 

6 

3.00 

Ibtai 

2222 

67 

3J» 


Sourer, htu^m iHdta. May 19BS. p 204. 


equally crudal for their material 
advancement. 

The pUght of the Muslims is compounded 
by the fact that nearly all the ‘major’ 
communal riots during tte hist two decades 
have occurred in towns where they have 
attained a measure of economic sttbility 
through their traditional artisanal and 
entrepreneurial skills.** This u the lesson of 
Aligarh where they own lock industries and 
have recently moved into producing building 
and fitting materials; Varanasi, where 
Muslim weavers established their hold over 
the silk saree trade and tried to obtain 
ownership in the industry itself; Moiadabad, 
where the industrial app^us was reoriented 
into producing decisive brassware fo. 
exports to rich Arab countries; Bhiwandi in 
Maharashtra where Muslims gradually 
owned a few small scale textile units; Meerut 
in western Uttar Pradesh where Muslim 
weavers turned entrepreneurUd and have 
done well in iron foundries, furniture 
manufacture, scissor-making and lathe 
operations; and in the walled city of Delhi 
where the traditional Hindu mercantile com¬ 
munity resents the Muslim intrusion into its 
commercial enclave. “Hindus tend to raise 
their eye-brows at the assertion of an equal 
status by a community which they have been 
used to look down upon as their inferiors 
in the post- independence era”, concludes a 
report on the Delhi riots in May 1987.*’ 

This ‘economic resurgenceT is often 
ascribed to Islamic fundan vuiaiism and a 
new sense of confidence among Muslims, 
now that their co-religionists in west Asia 
had acquired wealth and considetaUe global 
influaic& The connection is at best tenuous, 
though the Hindu petty bourgeoisie has not 
hesitated to use this argument in order to 
whip up communal sentiments against the 
Muslims. The motive is to displace the 
emerging Muslim entrepreneurisJ class in 
certain crudal areas of trade and business 
and to reduce the possibility of keen com- 
petitioiL This was attempted in Moradabad 
and Meerut where Muslima witnessed the 
destruction of their hard-earned ca(»tal 
ijivested in small factories.** A similar 
pattern can be seen Ahmedabad and' 
Bhiwandi,*^ both of which are important 
centres of textile manufacturing, ifet the 
bizarre theories in drculation seem to sug¬ 
gest that riots at these centres were sup¬ 
posedly lubricated by petrodollart funndled 
throui^ various Muslim organisations. 

Commuiul riots were not uncommon 
during the Nehru era, but they were 
sporadic, localised and easily controllable 
This has not been the case for nearly 
two decades now. Since the outburst in 
Ahmedabad in September 1949, riots have 
tended to be bloodier and more prolonged, 
with areas' like Aligarh, Mtmedabad, 
Baroda, Moradabad and Meerut in a sute 
of perpaual tension. The effects of the. 
recent Meerut riots in June 1987 spread tp 
the walled city of Delhi and threidened to 
engulf the whole of Uttar Pradesh, which 
‘Tweatte a Mi^i^teasioa communal wire 


threatening to spark off Mnflagrations of 
unimaginable dimoisions^** 

The apuhy, negligence and complicity of 
local offals has also grown over the years; 
in fact wherever public authority is com¬ 
pliant to anti-Muslim fmces, the adminittia- 
tion has offered weak or inadequate protec¬ 
tion to the Muslims. This was a crucial 
variable in Ahmedabad where the Congress 
administration delayed a crackdown on 
riotel^ for several d^.** It was the tame 
a decade later in the steel township of 
Jamshedpur.’*' In Uttar Pradesh, on the 
other hand, the police and the Flovincial 
Armed Constabulary (RVC) have often acted 
rather like a force organi^ to beat, loot 
and kill the Muslims. They did so in 
Moradabad,” and, more recently in 
Malliana, a township close to Meerut city. 
“The massacre of Malliana (conducted by 
the PACl", wrote an angry journalist, “will go 
down in the history of this once-proud city 
as an unimaginable instance of s^sm and 
brutality”.” The Amnesty International has 
indicted the PAC for its brutalities in 
Malliana and the Hashimpura area of 
Meerut.” 

IV 

The articulation of minority interests is 
often constrained even in a demociatic polity 
as is illustrated by the case of India’s 
Muslims whose identification with the 
Muslim League movement in the pre- 
independence period has inhibited them 
from voicing their grievances in a sustained 
and organised manner. The formation of the 
All India Muslim Convention and the 
Majli-i Mushawarat were bold initiatives, but 
the strategy of working through the electoral 
protrss backfired. The bitter controversy 
over Urdu, faced by the non-Congiess 
governmental coalitions in Uttar Pradesh 
and Bihar after 1967, reinforced the proposi¬ 
tion that parties identified with minority 
causes risM alienating many of their con¬ 
stituents. Indira Gandhi was quick to ler.rn 
this lesson when she talked of a ‘Hindu 
backlash’ against any further ‘pampering* 
of the minorities. 

s 

Though parliamoit and the state legis- 
latures have remained important forums, the. 
part played by ‘Muslim legislators’ has not 
. been seen in a favoundtie tight by most 
Muslims. ‘Muslim legisUtois’, though often 
elected from Muslim-populated constituoi- 
cies and sponsored as minority represen¬ 
tatives, have eschewed the more public forms 
of protest and rdiuffed petitions for hdp on 
minority causes. This is because the dei^on 
processes sometimes work to put into the. 
legislatures Muslims who are inclined to be 
docile and reluctant to raise embarrassing 
issues lest they are denied nomination at the 
next election.” The upshot is that ‘spon¬ 
sored mobility' has improved the politick 
ftirtunes of a few chosen legislators without 
advancing the interests of their constituents. 
"Hence; when scholars or puUicists prepare 
Imptessive Hsts of the Muslim candidates 
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★ Subsidiary Unit: . 

Gujarat >^ro Oil Enterprises Ltd. • i, >./ 

★ Pesticides Factories.-NARODA and GONDAL ' 

★ 4 Cold Storages: DEESA, BORIAVI, CHHANI and NARODA. ' ! - ’ . 

★ 2 Fruit Canning Factories: GANDEVI & JUNAGADH and a Solvent Extraction'Plant St BAREJA. • 

★ 39500 Gobar Gas Plants upto December. 1987. , . 

★ Export of Agro products. 

★ Sale of over 82600 Storage bins. 

★ Consulting Services to agro-based industries. 

★ Training to unemployed technicians for establishing Agro Service Stations. 

★ Undertakes Aerial Spraying to save valuable crops from pest menace. 

★ Distribution of thousands of Tractors at fi)«ed-rates. . 




GUJARAT AGRO INDUSTRIES CORPORATION LIMITED 

‘Khet-Udyog Bhavan’, Opp. High Cdurt; Navrangpura, 

Ahmedabad 380 014. Tel. Nos. 404741. 404742. 


330 

BRANCHES 
AND STILL 
GROWING 


Established in 194S 
with one branch, the 
Federal Bank today 
has not only become 
one of the major 
scheduled banks in 
the country but is 
also the largest in 
Kerala Having 
presently 330 
branches and 
working funds of 
Ra786 crorea 
Federal Bank 
is continuously 
gitnving in all 
spheres 
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Unt ttw 

-, ,,,„,„ , .».be?aw of 
jN|^> >^ 0 I» of 

tlifj.Miiii4i» *he 

Jaalgiit il-wlwiiw, Ml tontiiiwiiiBwK wiocia- 


'*rtji&iif|f^''wi^''-'ii^ itviMf' 
T a d> M| r tt tt^ ''^oiffittott of trajUtiom^tk, 
lM#urii|i iMi rttittitin Mu^m 

'iMfai who 'hid supported 

CongniiM pieviottS'MeniOaU'W^ broken 


topimwdii tpUntn tiiimilfaB voopsto)^ 
ill MMWItMi* Nliily'tlm decade* Qai 
Musliioona ii i i a t ioiitofd OT eieii m iadwot 
oidnion wete iMe to btoiden their biie.M 
support by hirpiiig on the CohgMH iiii&M: 
to stem the cbmmnul tide and its inahiii^ 


that wMinirt one Mwi Mhe Abwi ICil— And, 
Itafi AhMM«dini.'SyidMMHB«d» Abdid 
MniU KMSdnniid ZiUr liw^ 
pt s i d dii^ lu—Iti wit to pravidinf equal 
oppoftHMei to the minorities Md end^ 
dbaMsnthwiiVriasitham ScnshiVetotbe' 
dcminds of the minorities, be pressed'fais 
eoUcaguesto otht adequate representation 
t6 the Muslims in the ariiled' and civil 
services.^ instruct^ Aief ministeR to send 
him quarterly reports of offieN i'^cruit- 
iiiehtt” wanted jiisiice done to the Urdu 
languapc;’'* and wanted tlMt communalism, 
espedaliy of the majority, was the greatest 
df all the dangers fiicing India'.^ He was 
unsparing in his criticism of some senior 
party members who were unfriencBy towards 
Mti^ms. pulled up ciiaran Singh for his 
reported remarks against the Muslims'” 
expressed unhappiness over the anti-Muslim 
bias of Govind Ballabh Pant, the chief 
minister of Uttar Pradesh." and wasdisap- 
pointed that Vallabhbhai Patel, the home 
minister. had relapsed into his old attitude 
of suspecting the loyahy of Muslims in 
India.*^ “All of us", he wrote sadly, “seem 
to be getting infested with the refugee men¬ 
tality or. worse still, the RSS mentality. That 
is a. curious finale to our careers;"^ 
Though Nehru’s exhortations went 
unheeded and the grievances of the minorities 
remained unredtessed, Mudims continued 
to repose their confidence in his leaderriiip 
and recognised the Congress as the main 
vehicle of their aspirations. The Muslim 
Convention, reviv^ in- June 1961 by 
Maulana Hifzur Rahman of-the Jamiyat 
al-uiama, acted within the Congress 
flamcwork and appealed to Muslims to 
“stand shoulder to shoulder with their non- 
MuiUm bteditm inside secular political and 
sddai organisations*’.*' The pro-Conjpss 
sentiment was also strong within the Miylit-i 
Muihawarat. Under the influence of 
Syed Mahmud. Nehru’s contemporary at 
Cambridge the Bihar unit of the MiJlis did 
not go along with Hiridi’s anti-Congressism 
and lupported as maiqr ai S3 Congress can¬ 
didates for the Asaembiy elections.*' 

After NMiru, Cr^reis-Muslim relations. 
wejp greatly strained and the links that 
Inti’s fint prime minister had established 
wiiili,jhe minorities, were either weakened or 
al^tgetlier-.snapped. Having supported, 
tndin Oandhi in hm early yean of political 
dominance^ Muslims slowly but steadily 
drifted away from her to swell the ranks of. 
for enuiiplik the NukmMi.ConfoiMce in * 
KaiNmir, tha Lok DM in Uttar Pradesh and 
Bthaij: and the toft'^ftont^gowmiisctat in 
'DAia: difotji^ 'lusa the* 


tmty fbdr ftatUMsof thecsnaieocy: fomed 
tterUiHdioii,' than fcsnOml, ppBce firing on 
Muslima, andthe-iiisficnalm of dvil Uber- 
ti^ wMdi included thie bannnng of Muslim 
oiganisations Hite the Jamaat-i |siainf.** 
‘In^ Oandhi’e' itfifortt to wlA mier the 
MUsiniu during the MOdectians woe only 
paftilBy rewirdiiic In file two cmddl states 
of Uttar Ptadedi aiid'Bftiar die Lok Del and 
not the Congress eiiicnied as a powerfirl 
political force amongst Mudims. in foct, 
Lok Dal won twdve out of the twenty-three 
Muslim constituencies in Uttar Pradesh and 
secured SS.) per cent of the Muslim vote as 
against 34.4 per cem gained by the Congress 
Par^. Even in Bihar, where Cdngress (Hd 
exceptionally well in Muslim constituenties, 
the Lok Dal did better (23.4 per cent) in the 
Muslim constituencies than in the state as 
a whole (1A6 per cent). 

Myron Weiner comests the popular view 
that Muslims voted Congiess. His conclu¬ 
sion is that a substantud number of Muslims 
who had voted for. other parties in 1977 
voted for Congress in 1980, but in no greater 
proportion than other communities (and 
except for Bihar and West Bengal, possibly 
even less).*'. 

V ■ 

The gradual weakening of the Congress 
base amongst Muslims made it possible for 
the communally-oriented Muslim groups to 
fill in the political vacuum, while frequent 
riots mid unending discriininatory prances 
against Muslims lent legitimaqr to their 
activities. This is a famil^ pattern. In the 
1940 b the phenoiimnM success of the Mudim 
League and its allies was, in some measure, 
linM with the fact of Muslim alienation 
from the Congress aflia the 1942 Quit India 
movement. Capitalising on the ’wrongs’ 
dome by the Cqngiesji ministries of 1937-39, 
the League prqpaganda machine was able 


1 Selection grade 1 

2 Grade I 

3 Seaion officers 

4 Assistants 

Centnl Secretariat Stenographers: 

1 Sdection grade 

2 Grade I 

3 Grades II ahd III 

Central Secretariat Clerical Service: 

1 Upper division clerks 

2 LoW divisfon clerks 


to iusuage the fears of the mfooritito. 
The rise of the Itehadul Miidboeea fat; 
Hyderabad,^ the active political-ihteri^’! 
tion of the Jamaat-i Islami in Kashmiq*^; 
and the increased support enjoyed by 
Muslim League in Kdiala must be Mca.; 
against this background. Th^ remaftt.’ M - 
always, the principai force behlild Mttm-^ 
conservatism and political reaction. 

It it hard to ddineate the main contouiitt; 
of Mudiro conservatism, though its hadd-) 
thrust hat remained unchanged since 
advent of British rule in Ind^ the pfeee|t>r 
vation df cidtuial and relfgiout idem^V 
within the defined Islamic frainewm-k. to. 
more tangible manifestation was in t^; 
resistance to modern education, oppodti^i'' 
to the compodte and syncreto frendsJin 
Islam, and a tendency to tinvait le^ ' 
mist initiatives. In fact. Muslim organisa¬ 
tions and institutions dike conduct^ aue-. 
oessful mobilisation campaigns around titoe. 
issues, and were thus ^le to insulate the 
community from the process of sqdal. 
change and modernisation and redst thq 
secularising tendencies generated during and 
after colonial rule. This was a phenomenon 
unique to Indian Idam, for reformist ideat 
and movements were not inconsequential id 
MusUm countries like Egypt. Ihrlcey and 
Iran. 

Cdnservative reaction alter independeneq 
has been most pronounced in opposing dfe ; 
denuuid for a uniform dvil code—an issue .;; 
which unites the three principal oiganitti- * 
tiems in India which are otherwise oppoced 
to each other on fiindamental dddfiiqM 
matters. These are the Ihblighi Jamfoet,' 
established by Maulana Mohammad Ijyut 
in order to unite all sections of the oomv, 
munity and ‘make them realise their com-.-r 
mon bond of religion’; the Jamaat-i IdamL: 
founded in 1941 by Abul-Ala Mawducti to 
create a state and a society based upon’ 
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09 

0.36 

6383 

30 

0.46 

3381 

39 

0.73 


■ Soartm Y D Phadke, Muslims and Scheduled Castes dnee Independenec^, Lala Lajpatmi 
Mcmdittl Lediue'Series, Ko 6, 1977-78. 
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Table 4: Muslim Share in Central SECRETAaiAT, 1971 


Centni) Secretariat Service Total No of Ibtal No of Percentage of 

Offidals Muslim Muslim 

Officials Ofiicials 


140 

02 

1.43 

393 

03 

1.27 

1666 

12 

0.72 

4307 

19 

0.42 


130 

Nil 


193 

Nil 

'{ 

3280 

08 

0.24 
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itiamic ideology, following Isliunic policies, 
and . actively striving towards an Islamic 
ideal; and the Jamiyat al*ulama, bom in the 
throes of the massive Khilafat upsurge and 
dominated by the uUima connected with the 
Dar ai-ulum at Deoband. Though radical in 
its political orientation, the Jamiyat has 
regaided ‘nrademism’ as the most dangerous 
heresy of the day, and its leaders have fought 
it vigorously. 

The Jamaat-i Idami, which takes the most 
• militant position on the issue of change in 
the Personal Law. argues that even a ban on 
polygamy cannot be accepted, because 
Muslims are sure it will be only “the first 
step in the direction of erasing every symbol 
of a separate Muslim culture in India'*.’’’ 
The Jamiyat al-ulama agrees, though its 
criticism is reinforced by the argument, that 
any attempt to alter the Personal Law would 
bean infringemem of the V»venant’ of com¬ 
posite nationalism which binds Muslims to 
India and its Hindu countrymen.” This 
was echoed at a convention organised in 
December 1974, and is repeated at every 
annual session of the Jamiyat.’^ Ziya-ul* 
Hasan states the position of the Jamiyat by 
arguing that the demand for a uniform civil 
code is 

tantamount to a fundamental departure from 
the position that in the present day Indian 
situation where the Muslim community is 
deeply entangled in a struggle for the search 
and safeguard of its se(f-identity. it is only 
jthe Personal Law that can be a permanent 
guarantee for its preservation.” 

Following the De^ber 1974 Convention, 
an All India Muslim Personal Law Board 
was set up as a watchdog body to monitor 
and activdy resist any changes that might 
be brought about in the Sharia. Just over a 
decade later the same board spearheaded a 
campaign which signiHed a massive bin- 
damratalist upsruge; unprecedented in post- 
Independence India. 


The immediate provocation was provided 
by a Supreme Court judgment on April 23, 
1B8S which granted maintenance rights to 
a 73-year old Muslim woman, Shah Bano, 
who^was divorced by her husband after 43 
years of marriage Muslim's everywhere con¬ 
sidered this judgment as an assault on the 
Sharia which, in their judgment, provides 
for no such provision in the event of a 
divorce; and as “the thin end of the wedge 
for securing the extinction of the Muslim 
Personal Law and its substitution by a com¬ 
mon civil codc^’.” They took to the streets 
to register their prMest, and accused the 
Supreme Court of sacrile^us trespass into 
a field out of bounds for it. Z R Ansari, 
minister of state for environment in Rgjiv 
Gandhi's government, lambasted the judges 
for their ignorance of the Quran and the 
Hadith. “If you have a tamboli (pan¬ 
vendor) doing the work of a tali (oil-seller), 
things are bound to go wrong”, he said in 
parliament.” 

The Rgjiv Gandhi government capitulated 
to the strident clamourings of the Muslim 
fundamentalists by introducing the retro¬ 
grade Muslim Women (Protection of Rights 
on Divorce) Bill in May 1986.** It was done 
in order to stem the rising tide of anger over 
the Shah Bano verdict which was losing the 
party its Muslim votes. The electoral defeats 
of the Congress after the momentous 
Supreme Court judgment were sharp 
reminders of this. Assam, Bijnor and 
Kishanganj,” Bolpur, Kendrapara and 
Baroda—every where the Muslim vote tipped 
the balance in favour of the opposition par¬ 
ties. With Assam, West Bengal, Utur 
Pradesh, Bihar, Jammu and Kashmir and 
Kerala having a substantial Muslim popula¬ 
tion the stakes were obviously too high. 
Declared an angry Danial Latifi, Supreme 
Court lawyer and an activist in the commit¬ 
tee for the Protection of Muslim Women. 


All one can say at pseseat is that some 
Machiavelli teems to fcm masicmdiided tUs 
entire operation. That mastermind is not a 
friend of Mam, of the Muslims w of the 
Muslim women. Still less is he a Mend 
the Republic of India. The act that piaoeded 
the Bill, of recognition of the so-called 
Muslim Personal Lew Board as a collegepf 
cardinals for the Indian Muslims, is not only 
against Islam but is also the most flagrant 
exercise of power-drunk autocracy since 
Caligula installed ‘Indtatus’, hit favourite 
horse; as governor of Roma The Muslim 
intelligentsia who have opposed this act will 
continue their ttrug^e against this illegiti¬ 
mate papacy.” ^ 

It is noteworthy that the ‘victory’ 
tasted over the Shah Bano issue has en¬ 
couraged fimdamentalist reactioru in several 
different wr^. In early January 1987, Syed 
Shahabuddin, the volmile editor of Muslim 
India and a member of parliament, gave a 
call to the Muslims to stay away from the 
Republic Dny celebrations on January 26. 
“Come what may”, he aimounced, “we shall 
stick to our resolve to stay away from official 
celebrations of the Republic Day because it 
is a legal, ethical means to express our agony 
over the conversion of a historical monu- 
ment”.** This was followed by a call for an 
all-India strike (bandh) on February 1. the 
first anniversary of the day when, by an 
order of the district magistrate; the gates of 
the Babri mosque or the Ram Janam 
Bhoomi in Ayodhya were thrown open for 
Hindus to offer worship in the mosque’s 
inner sanctum. 

The same forces which had exeiied 
pressure on Rajiv Gandhi to undo the 
‘wrong’ done by the Supreme Coun judg¬ 
ment were in the forefront of whipping up 
communal frenzy amongst Muslims. They 
included the elderly Abul Hasan Nadwi, 
chief of the Muslim Persorul Law Board, 
Sulaiman Sait, whose Muslim League was 
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Communal Incidents, 1968 to June 1980 


Name of State/ 
Union Iferritory 

1968 

1969 

1970 

1971 

1972 

1973 

1974 

1975 

1976 

1977 

1978 

1979 

1980 

Ibtal 

Andhm Pradesh 

44 

6 

18 

16 

8 

12 

13 

8 

6 

6 

22 

44 

IS 

218 

Assam 

11 

14 

34 

22 

9 

10 

9 

3 

7 

2 

7 

20 

21 

169 

Bihar 

98 

99 

79 

66 

30 

31 

28 

44 

3S 

27 

34 

43 

39 

633 

Delhi 

1 

5 

8 

1 

2 

6 

5 

3 

5 

3 

4 

6 

3 

S2 

Gujarat 

4 

213 

19 

28 

22 

17 

2S 

24 

IS 

19 

21 

27 

13 

449 

Haryana 

1 

— 

— 

1 

1 

— 

» 

— 

— 

2 


2 


7 

Jammu and Kashmir 

— 


4 

3 

— 

4 

— 

— 


2 

4 

11 

S 

33 

Koala 

8 

22 

5 

14 

13 

7 

5 

4 

2 

11 

17 

6 

8 

122 

BunUNadu 

2 

4 

7 

7 

3 

13 

5 

4 

S 

4 

14 

12 

6 

86 

Madhya Pradesh 

18 

26 

44 

21 

22 

2S 

21 

17 

10 

9 

10 

24 

19 

166 

Mahanshtra 

39 

23 

164 

3S 

30 

23 

33 

IS 

IS 

14 

IS 

14 

IS 

438 

Karnataka 

7 

11 

8 

12 

16 

9 

12 

11 

5 

7 

6 

10 

10 

124 

Orissa 

6 

12 

7 

9 

3 

1 

1 

1 

2 

3 

6 

7 

6 

64 

PurriN) 

— 

— 

1 

3 

1 


— 

— 



1 

— 

— 

6 

Rgjasthan 

10 

IS 

13 

10 

8 

16 

20 

8 

4 

9 

4 

10 

13 

140 

Uttar Pradesh 

83 

28 

48 

43 

4S 

47 

42 

3S 

33 

43 

46 

4S 

33 

S73 

West Bengal 

13 

41 

60 

30 

2S 

20 

26 

27 

22 

2S 

17 

22 

18 

346 

lUal 

346 

S19 

S19 

321 

238 

242 

248 

204 

166 

186 

22S 

303 

228 

3747 


Source. Figures baaed on official and non-official sources. 
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then it (Mtirtiier of the Coiicrets in the ruling 
cation in Kerali, and Suitan Salahuddin 
Owaisi. the Hery president of the Itehadul 
Muslimeen. an ally of the Congress in the 
muniMpal elections in Andhra Pradesh. 

This was not ail. Violence over the Babri 
mosque episode, somewhat reminiscent of 
the 1913 Kanpur mosque agitation, spread 
to several towns of Uttar Pradesh and Bihar, 
culminating in a massive congregation of 
over three lakh Muslims in Delhi demanding 
justice and an end to discrimiiution against 
■heir community. The centre stage was once 
more occupied by, among others, Syed 
Abdullah Bukhari, the mercurial imam of 
Delhi’s Juma Masjid and the ‘messiah’ of 
the Muslim backlash during the tumultuous 
general elections in 1977. Organiser of a 
Muslim militia—Adam Sena—the Imam 
was also the moving spirit behind the widely- 
publicised incident on the night of April 14, 
1987 when thousands of Muslims forced 
their way into several of the protected 
national monuments in the capital, under 
the charge of Archaeological Survey of 
India, to offer prayers on the occasion oi 
Shah-i Baraat, a Muslim festival observed 
only in the sub-continent. 

Such stirrings in the Muslim community, 
perhaps related to fundamentalist move¬ 
ments in the Islamic world and encouraged 
through an ideological indoctrination,'*^ 
symbolises its alienation from the wider 
democratic and secular proccs.ses in the 
country. The Indian people must wake up 
to the danger of letting this alienation grow. 

Jawaharlal Nehru's secular model and the 
strategy of multi-national integration may 
still be the answer to India’s present com¬ 
munal impa.sse. for the secular state and 
society has far more than an even chance of 
survival in India. 
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Annexurt' II 

New Delhi 
Mruary 9, 1987. 

Appeal to Muslims to lUrn State Elections into 
Referendum on Muslim Grievances 

Maulana Ahmed Ali Qasmi, General 
Secretary, All-India Muslim Majlis-e- 
Mushawarat, issued the ftdlowing statement: 

The states of Jammu and Kashmir, West 
Bengal and Kerala are to go to polls cm 
March 23, 1987. The proportion of Muslims 
in thar pmmlation is 64 per cent, 22 per cent 
and 21 ptf cent respectivdy, under the 1981 
census. Ibgetlier thty cover nearly 20 per cent 
of the MusUra popi^tion of the country. In 
inai 9 constituencies in these states Muslims 
form 20 per cent or more of the electorate, 
forming a in^rity in some of them. 

The All-India Muslim Majlis-e-Mudiawatat 
calls upon the Muslim community in these 
states to turn the election into a referendiim on 
the question of the identity dignity arid security 
of tte Muslim community and the future of 
the secular order which is threatened todmr by 
the aggiimiive forces df chauvinism. It appeals 
to the MutUm eiectarates that they should 
exetdae their ftanddae tmeping in view the 
pnMasaand grievaaoeeof the Muslim com- 
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a SIEEL FIMr EKMEBaWAlB lEcwnun 


flonatr in 5te«i plant consultancy In Mia. 
OASTURCO has bean closely invoKi8dnS« 
plirTwis,desvi and engrwenngol steal. nMng, 
nwieral and aM prajects for txtth the pubicand 
private sectors. It BConsuHani to several foreign ' 
goverments. UNCTAO. UNDO. WCrtd Bank »id 
other inieinalionai agencBs. 

IntognrtMl^StMl Plants 

For VtaakhapatnSn Steel Proiect—lndia's Iksl 
coast-besed steel piant-OASTUflCO as the 
RMlpalConsultaniaprovidMinntpiehensive 
design and eng>wenngseivices.QASTUROOB 
also engraanng consultail for 
0 Modernisation of TISCO. Jamshedpur 
0 Sicon Steel noted. Rourkela Steel FM 
oRourkeiamodemiaalion.etc. 

Alloy wid SpacM Stasis 

OASTURCO 6 the consultant to 
0 Aloy Steel Plant. Durgaixir imitBl plam as wel as 
esparoion) Q the Speoai Steels Plant. Salem 
□Ffth Starling SteA. Nagpur, etc. 



eigMriiouwiMVimwaaMNrwBa^snMiDrviB 



Spangi ten PM Mancim: 01? enr nSi mbs pat 
thtnngltciiy 






nSOOmoaamMtti OrepftenarnMWrtDfM IdO-IOn 

iDcomnii 




MMStsal Plants 

Ma'stMrnoderniTiinislealplarteiOiaOsri^ 
S-typecmed mould conNnuouacaaSig tor 
Mukand Steel at'nm. Bombay, mas daaignad 
''fayDASTURCOastarbackaalseS.SInoathsn. 
.OASTUncOhasengbearedaiaigenijnM 
.ministealplantsinlndtoanrlrjlhercounlriaa- 
-bSteelCompieii.Fsiake.l<BraSOKrlehnaStaS^ 
.'BomtayQOewal^eel.FaridabadoPrBadla 
Moneis Utama Jakarta, etc. 

^Spongs Iron Plants 

Fd SiL's sponge aw plar^. Kothaguderrv-tnds's 
first DR Plant based on non-coking coala- 
OASTURCX) has provided contprehenaivadeaign 
and engineering services 

.Now. OASIURCOsMconsullant tor the first 
ORl-basedoornpositerTiirii-siBalplantnlndlatar 
Sunfiag Iron & Steel Umted at Eklan. Bhandsa 
Deirid. Maharashtra 

Supsr Alloys 

fiMhan'sSuperalloys Plant. Hyderabad-onsol 
the most sophisticated andcomplexrneUhirgical 
pianisa) the world-was designed and engkwred 
byDASTURCO. 

'Export of Know-how 
Astolnda.DASnjRCOsactlvelyaaaistlngsM 
devetopmeni It the Arab rwrld. South-East Asia, 
Akica and Latin America ArnongthanuineiDUB 
assqimanta the largest and most p r eeligkius la 
MMsuratolronand Steal Corripiai(.UbA now 
nearMCornplalion. lor which OASTURCX) la tie 
PrtoopelCorauMairl. 

In Wrwuela OASTURCO prowled 
' dssign/anginearingservieesferSIOOR'VsM 
-plant axpanaion. In Malaysia DASinjRCO was 
PrajaciConaultanitorthsTisngganuOnGAF 
steel ptant and also provOad technical sarMaator 
itosstabizalianolslaelmeltshoppeitormanca. 
"OASlURCO's^other recant intematianal 
■.aa K pmehl a mciude'. Master Plan tor the 
,,dawiiip m a nt gl the ateelaactor In Egypt up»o 
''llTOiCD. :asdoralatijdytorthsEn^ 

' ^ahinlnluminduaiiy iteamhilud^caiban'and 
'papNtsekotiodaapnpctlnAMbcouniifaadto- 


I 

i, 
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■tm oa AMdom of niWnai^ cQMfiMHe 

•wf (IM rights of nHgioiit sod ligguisric 
/otaoririM. 

‘nw^ Ki rio Bi whkhaBttdpMticMlorcoii- 
om MC tlK4rjfK«ooiiitirion of BdM 

MssMT hM «tfo^ tiw prapoiod iMroduc- 
Hm of 0 indfbrm rivil cod^ pontant aUKkf 
on IiIm the rtofy Quail, the Holy frophet 
tad tl|je Mudiai i|S a conununity, the denial 
df pmHc captoyaient and economic beneflu 
a^ the civic neglect of Muslim localities in 
hblh nthan and nial anas in the provision of 
•ah hade neeih u schools, health centres, 
h ousing, roads, water and electricity. 

the Mii riim matiuggesu that attpartin and 
candMsam nwa be judged objectivdy not only 
in tttas of their prondset Ihr the ftitun but 
abo in terms of their past performances. 

f^M di d ataa, efther independent or affiliated 
to polhicai parties, especially the party in 
powei; thould be judged in terms of their stand 
on the question of fiabri Masjid, uniform civil 
cod^ pubUc employment, educational facilities 
for Muslims, the status of Urdu in its birth¬ 
place Uttar Pradesh, police atrocities and 
communal violence^ mismanagement of wakfs 
and thp non-implementation of the Report of 
the Copal Singh Panel and the IS-point Direc¬ 
tive of the late prime minister Indira Gandhi. 

The Mushawaat dso cautions the Muslim 
community against voting fos any candidate 
who is known to be corrupt or dis-honest or 
who has remained silent and inactive on their 
legitimate grievances, local or national. 


The Mushawaat finafiy appeals to the 
Muslim community that in their constituency 
they should Mlect one candidate carefully and 
vote for him unitedly and solidly, so that the 
candidate of their choice is not only elected but 
knows that he has been elected only due to 
Muslim support. 
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rriatives or such rdatives or any one of them 
has not enough means to pay the main¬ 
tenance or the other relatives who hove been 
asked to pay the shares of the defaulting 
relatives, the magistrete would order the 
State Vtekf Board to pay the maintenance 
ordered by him or the shores of the relatives 
who are unable to pay. 
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Rap on Ciba-Geigy 

ClBA-GEICY's record on consumer health 
and safety issues is one of the worst in the 
industry. It has amassed a long list of viola¬ 
tions of legal and ethical standards including 
the following: 

In the 1960s, Ciba-Geigy continued to 
market clioquinol for diarrhoea in Japan, 
although the drug was known to cause 
SMON (sub-acute myelo optic neuropathy), 
a condition involving continuous pain, 
paralysis, blindness, and in extreme cases, 
death. In Japan, 30,000 people were affected 
and 1,000 died before the drug was banned 
there. 

In india in 1975, Hindustan Ciba-Geigy 
sprayed Nuvacron (common name: mono- 
crotophos), a World Health Organisation 
class IB pesticide described as “highly hazar¬ 
dous”, on mote than 40 Indian volunteers 
between the ages of 13 and 57. Ovn* a pmiod 
of four days. Ciba-Geigy used a plane 
loaded with the pesticide solution to spra^ 
the group. 

Despite confldential warnings from its 
own researchers, Ciba-Gdgy continued to 
market two dugerous drugs, phaqrl- 
butazone and oxyphenbutazone, which are 
known to cause Ufe-threatening blood 
disorders. In fact, in an internal document 
leaked in 1983, Ciba-Geigy admitted that the 
drug had already caused some 700 deaths. 
At the time only 72 deaths had been 
reported. It was only in April 1985, after 
worldwide protest against the two drugs, 
that the company withdrew oxyphen¬ 
butazone and sevet^ restricted the use of 
pho^lbutazone 

In January 1986, Qba-Geigy in Japan was 
ordered to stop operations for 20 days, after 
the company was found to have submitted 
false data to obtain permission to market 46 
of its products. 

Aixi most recently, Gba-Geigy spilled 
datnahw; a hazardous weedkiller, M the 
River Rhine; and waited 12 days to'rqiort 
theiaddeM. 

—TWN emd MtMmdkRtM MwtUor, 
Jmmry. 1988, 
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New Policy on Education: Two Years Later 

Amrik Singh 

* 

^ucational planning in India has been characterised by the gap between theory and practice. Whiie this is 
generatiy true of the 1986 New Education Policy, it must be conceded that there have been serious efforts at 
implementing some of its recommendations. However, the mode and pace of implementation are patentiy inadequate 
given the size and complexity of the probiems in the fieid. 


OVER the decades, a kind of predictable 
pattern of social and political behaviour has 
got established. The essence of it is that 
when a particular situation becomes un¬ 
tenable, attention is diverted through the 
good, old method of appointing a commit¬ 
tee or a commission to study the problem. 
What happens after a problem has been 
studied is not particularly important. 
Sometimes it gets aggravated and sometimes, 
through sheer flux of time, some part of it 
gets resolved. 

While this is true of so many other spheres 
of activity, it is also true of education. It was 
not always so. For instance, the University 
Education Commission was appointed in 
1948 so as to work out a new path of 
development as far os higher education was 
concerned. The same may be said in regard 
to the Secondary Education Commission 
appointed in 19S3. But it would not be cor¬ 
rect to say that the Education Commission 
was appointed in 1964 only because it was 
felt that a group of experts had to be sum¬ 
moned to advise the government on what 
required to be done. That might have been 
one part of the intention; the larger part was 
to deflect the pressures that had been 
building up. 

As may be recalled, in the decade and half 
preceding the appointment of the commis¬ 
sion, unrelenting expansion had taken place: 
There was a considerable unmet demand for 
education at every level. After the transfer 
of power, there was no holding it back. In 
the social and political situation then obtain¬ 
ing, no sooner was a demand articulated 
than it was met. The situation was therefore 
becoming difHcult to manage. It was in this 
background that a decision to appoint the 
Education Commission (1964-66) was taken. 

What happened after the report was sub- 
mhted in 19M is highly instructive: Those 
wHo are interested in the matter can refer to 
J P Naik's book. The Eduattion Commis¬ 
sion and r\fter. It seu out in graphic detail 
how and why the recommen^ons of the 
commission w«e not implemented. 

Only one particulv detail may be referred 
to here. In order to salvage somnhing of 
what had been recommended, a Nationid 
Pidicy on Education was disti lied out of that 
report in 1968. Despite that decision to 
salvage whatever was possible the ptdicy 
couU not be Implemented. In this connec¬ 
tion it may not be out of place to refer to 
a particular statement m^e in the 1986 
National Pohey on Educatiob<NPE) under 
the h eadi n g Tfational System of Edu^on’. 

Bf)!ecth«ffleaiiMi:wiB be taken In the direc¬ 


tion of the Common School System recom¬ 
mended in the 1968 policy (3.2). 

The National System of Education is a 
section in the NPE document also. It en¬ 
visages a common school system as recom¬ 
mended in the 1968 policy. To what ettent 
this particular recommendation is being 
implemented docs not require any comment. 
That the formulation should have been 
repeated in 1986 is an indication of the fact 
that implementation of what had been 
recommended is lagging behind. 

It is this gap between theory and practice 
which is the hallmark df the approach to 
educational planning, lb say anything more 
than this would not be exactly fair. Some¬ 
thing is being done as would be explained 
presently. But the task is so colossal that even 
if everything contained in the policy were to 
get done, we would still be far from what 
requires to be done. The neglect of four 
decades cannot be wiped out in a couple of 
years nor can the job be done in the absence 
of those structural changes which, in a 
manner of speaking, are the pre-condition 
for a new era in education. Furthmnoie, the 
mode and pace of implementation are 
patently inadequate in rdation to the size 
and complexity of the problems. 

II 

It must be conceded that when in his Hrst 
telecast to the nation in January 1985, Rrqiv 
Gandhi called fen* a fresh approach to educa¬ 
tion, he was motivated by the best of inten¬ 
tions. There was no demand for such an 
initiative nor any pressure from any quarter. 
The initiative was entirely his. Only he did 
not realise that in asking for a new approach 
to education he was endtarking upon a task 
which perhaps was beyond his capacity to 
undertake. 

It was beyond his capacity for two prin¬ 
cipal but interrelated reasons. One was the 
fact that education cannot be reconstructed 
without restructuring the economy. Over the 
decades, a particular strategy for develop¬ 
ment as exemplified in the successive five- 
year plans had been followed. Though there 
had been marginal adijustments from plan 
to plan, there had been no basic change of 
approach. The approach adopted in the 
Second Five-Year Plan continued to be 
adopted in plan after plan and that is why, 
when the Smnth Plan was bdng formula¬ 
ted, the late Rai Krishna coined a phrase 
which summed up the character of the 
InAanl planning. He had described the 
Seventh IHan at the seventh version of the 


First Plan; perhaps the more correct thing 
would have been to say that it was the sixth 
version of the Second Plan and not the 
seventh version of the First Plan. 

That detail apart, the fact remains that 
almost every plan formulated over the 
decades has had more or less the same 
strategy and functioned within the same 
parameters. It should not be necessary to 
discuss how successful planning has b«n. 
Opinions continue to be divided and the best 
that is claimed for Indian planning is that 
it has had some successes aiul some failures. 
But one single fact is more decisive than any 
other attempt at as.se$$ing its outcome. The 
percentage of those below the poverty line 
today is approximately what it was in 1947. 
Improvements have no doubt taken place but 
the hard core of ineradicable poverty has 
stayed. What has been done in the Eighth 
Plan remains to be seen. It would be sdmost 
a miracle if its parameters are restructured 
and a different kind of thrust is developed. 

The education system which feeds and 
serves the economy and constitutes one of 
its props is usually developed in such a way 
as to subserve the needs of that economy. 
India has been no exception to this state¬ 
ment. The kind of system that has evolved 
over the decades leans unmistakably in the 
direction of higher and professional educa¬ 
tion. Approximately one-third of the total 
outlay on education is spent on these twin 
sectors. The rest is divid^ between elemen¬ 
tary education arid secondary education. Till 
the Fifth Plan, the balance was defkutdly 
adverse ro elementary education. Some kind 
of an attempt was then made to redress the 
balance and the situation today is more 
acceptable than it was at the end of the 
Fburth Plan. But there has been no serious 
attempt at re-determination of priorities. 

Related to it was the second factor which 
the prime minister overlooked. Over the 
years, vested interests had developed. It was 
by and large the urban sector which had 
bMn growing all these years. Something had^ 
been done for the rund sector as well but 
the accent was on the modern sector of the 
economy. It was to meet the numpowo- 
needs of this sector that higher and profess 
sibnal education were expanded and streng¬ 
thened. It is a different matter that even after 
having met the needs of the economy, there 
has been a certain measure of Over¬ 
production of trained people. That is >yhat 
has led to a considerable migration of 
professionally trained persons to other 
countries. 

As a part of the concession to the lobby 
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cdimition, Uw tea lunc hanily beta ravlMd 
utiwatai dM Im four tfccacta though 
the cost of litaig has gone up idicBonMnatty' 
and so has the outlay on education. Low fees 
at that level further increases the pressure 
for higher and professional education. Even 
after all the bitter experiences that the 
country has had in this regard and the fidluie 




taithU stage fn hli:itatar1k» 
the adaptigu.<^ ..tbe''| 
minister of taucandn, f V 
claimed that there watnoth^ in the NPE 
which was in common with ihe 1968 policy 
except that the language policy as laid down 
in 1968 had been reherited. Otherwise it 
contained 'tamething new, something ftesh. 


^'.'jBlom#^ 
litaa" 'dmcisata 
NPE it had not worked out a programme of 
olicy action and what was contained hi the Rp(M 

lown of the Education Commission was tatan to 

Ise it ' beadeitadletorthepihpoeft ftadadtadled 
tash, . programme been workadout, it wmargucd, 


toexercisethepower vested in the UGC in something which has been thought of (only) there would have, beeti an agenda ^ wi^ 

198S. through an amendment of its act, to after the 1968 policy”. Ihis is substantially which could have been ft^owed. 

regulate fees, nothing has been done in this true except for the rmieratiOB of a National Precisely speakitid^ tbceefoN;' mi' aistai- 


direction. 

Even the All India Council of Ibchnical 
Education (AlCTE) which was given a 
statutory status in IW8 is thinking of l^ing 
down a somewhat ratiorutl fee structure only 
in respect of colleges which charge capita¬ 
tion fee In regard to other colleges, mainly 
financed by the goverrunent, there is no 
proposal so far to have a fresh look at their 
fee. structure In plain words, massive sub¬ 
sidies at that level are regarded as the norm 
tathta than the exception. 

The prime minister in suggesting a new 
educational policy appears to have over- 
looted these two k^ obstacles to reform and 
change It was not intended to restructure 
the plan. In fact by the time the exercise to 
evolve a new policy on education got under¬ 
way, the Seventh Plan had been finalised. 
Educational planning being a sub-sector of 
plantting could not be expected to develop 
either a new set of priorities or a nm struc¬ 
ture whhout straining the overall structure 
of the Sevmth Plan. This is precisely what 
happened but more of that later. 

What requires to be understood is the un¬ 
fortunate fact that the attempt to evolve a 
new policy on education was in a sense 
foredoomed to failure because this exercise 
was sought to be carried out in isolation 
fhom the wider context of restructuring the 
economy. The attempt could not have suc¬ 
ceeded and did not succeed beyond a poirtt. 

tb be fair, it must be conceded that when 
the attempt was undertaken, this is not how 
it wu visualised. The intemion was to evolve 
a new policy and do soinething to make 
education more relevant andmore purpose- 
ftd. But what was not understood was that 
the exercise was not such a dmple one Not 
only was it highly complex in character, it 
was linked to plamiing as a whtde as well, 
lb plan for education without touching the 
odsting parameters of the Seventh Plan was 
almost a contradiction in terms. The con- 
trwBctions were not odeen note of in advance 
and what has happened since has once again 
underliiwd the gdp between the theory and 
(uactice of aducationai planning. 


System of Education referred to above. 

Secondly, he talked at quite some length 
about the financial suppoR to education. He 
quoted the prime minister as having said in 
the Natiotial Development Council that 
from Uie next plan, the outlay on education 
would be six per cent of the National Income 
as compared to three per cent <» so as at 
present. He bad. however, added that some¬ 
thing would be done even in the course of 
the Seventh Plan-and in truth it was: the 
central allocation on education was in¬ 
creased from Rs 350 to 800 crore in the 
budget of 1987-88. It has been retained at 
that level even in the current year. There is 
one year mote to go for the Seventh Plan 
and it is to be hoped that there would be no 
reduction. Whether there is an increase or 
not is another matter. 

Thirdly, the minister was cnqrhatic about 
the establishment of an umbrella body in 
respect of higher education..This concept 
was given the designation of an apex body 
in the Programme of Action (PA) which 
came a few months later. As he visualised 
it, the various co-ordinating bodies dealing 
with higher education including those in 
charge of medicine and agriculture would 
be brought under the network of this um¬ 
brella body. According to him, this body was 
to take an overall view of things in regard 
to matters of policy and co-ordiiution. 

One instance which he specifical^ men¬ 
tioned was that it was for a body like that 
to decide, for example how ntuv graduates 
in agriculture were to be Quined. In other 
words, human power planning was to be an 
importaiu aspect of what this supervisory 
body vras expected to undertake: Such a 
body has not yet been abated however. He 
depiored die absence of a flye-yearly review 
of education as had been suggested in the 
1968 policy. Had that been done^ some of 
the distortions and imbidancet that had 
developed since 1968 might have been 
avtdded. He waxed so doquent on the sub- 
jea that he wanted the spetaer to have a 
discussion on NPE and its implementation 
in every session. At this N C. Range inter¬ 


ment of the extent to which the NPE has 
beta impfemented can be done srith' refta 
ence to the two doeumoits ^qitbved by 
parHament in March and August'1916 
raipsetivdy imd a third docum^ entitled 
. NMUurn! Potted on EAtcatton-IMA’ tmptf- 
nwnation Report puWished in Match 1988: 
Some subsequent developments rephrted in 
newspapers m^ also be referied ta 

One Incidental rtaiark may however be 
made, While in the first flush of tathusiasm, 
the minister offered to present an impleiuen- 
tation report in “every session” of parfih- 
ment which N O Range amended to *bvbry 
year”, the honest fact is that most people, 
including those in parliament, seem to have 
lost a good deal of interest in taucatlon. The 
enthusiasm and commitment generated in 
1986 have perhaps cooled down considerably. 
Why that should have happened and 
wh^er it is posnble to somewhat re-capture 
that sense of commitment are issues that 
may be considered later. 

IV 

It must be said to the credit of the ministry 
of human resource development (HRD) that 
during these two years since the policy was 
fmmulated. it has given evideime of a certain 
degree of vigour and commitment. For 
insumcc; as compared to earlier years, several 
meetings of the Coitral Advisory Board of 
Education (CABS) and secreuuries and 
(tirectors of education have been convened. 
Apart from that, several sub-committees of 
tta CAffi have been set op to go into issues 
like elementary. educatk^ contenu and 
process of< education, particularly at the 
school stagey houaing factiittes for women 
teadien. transfers of teachers, vocationaUsn- 
tion of etacatioh, staednledl castes/schecMed 
tribes' and other educationally deprived 
gjoups, management of educatim,',<-a 
common Khotti system, developmciit of 
languages and laniaita^ tektaing, etc. 
Obviously, tim CABE hu beta galvuiscd 
into activity as seldom befcae. Sbwa thteis 
the highest ranking body dealing widi educa¬ 
tion and has.mfariateta of education ftom 


jecied to say, “Not every session, every year”, each state on it, taat seems the right thing 
The minister’s reply was that he “would todaSomecdtiiesiibtammitteeshiveaiib- 


It is not necessary here to go inu> the 
tecommendartotis Of tile NPE in detail. The 
fbcus of this particular analysis is on how 
it has been Implemented and not whether 
the pettcy made the right reconunendations 
or otherwisa Some incidental tefereneet 
h oiraver would be unavoidable gnd would 
be made to as to dudMate the issues under 
dbcnation. 


wdcome that”. It is for everybody to see to 
tritat extent this enthusiasm has been 
sustained. 

One more thing that requites to be men¬ 
tioned at this stage is that after the NPE 
document was approved by parUmnent in 
March 1987, anothdr docurhant,'almost 200 
pagesinbulk, was presented to it hi August 
in tiie same yean Tlds was the-PfograaBme 


mitted repent white others* are. adll 
deUbenting." 

One meeting of the CAI^tau 
convened to deal tbe issuerof taca- 
lionalisatian. Tfatawaslo April 
teeefitiaed thit tita wnadne of thciinote 
knporiaait' raeonutendaridiMV <Whieii'i wMs 
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of ioporMiiee «m ittadiM to it. The 
iMMiriin «M« into oonMorabie (biail «f to 
tw prabiMiii aod bow to aotve than. How 
tIi/ltdriaM tohin that oeding how finoe 
iaipleaMniMl aad to on ii an ittue that 
be contMcred later. 

JApait ftom tome activity on that front, 
a^National Campaign of EiwUcation of 
Iliiteracy hat alto been mounted. Eradica* 
tte of illiiamcy it one the five Ibdinalogy 
Mhtioae and it teodvibg Rapport ftom moK 
tlbm one quarter. It it too early to tgy, 
hfwever, to what extent the miition it 
larrtlng with luocett. At far at the HRD 
qfinittry it concerned, it hat taken the 
qecettary ttepi to launch a campaign. 
t*.In one importam letpect, howewi;tftie 
qinittry hat dipped badly. The UOC com- 
igitme dealing with the levition of pay tcalei 
df univertity and college teachers submitted 
iq report soon after the NPE document had' 
been formulated. It was not till June 1987 
l^nvever that a decidon was taken on it. An 
important eimlanation for that was that deci¬ 
sions in regard to the Fourth Rsy Commis¬ 
sion were still being considered and that 
paused delays. 

When the decision was announced by the 
central government, it was not accept^ by 
the teachers. Not only that, they launched 
an all-India strike in August 1987 against it. 
It was terminated through an agreement 
between the mimstry and the AIFUCTO 
after a strike lasting one month on 
September 4,1987. The terms of agreement 
m^ some marginal conoestions to teadiets, 
particularly at the college level. But in essen¬ 
tials the June 1987 decision was upheld. 


This apart, teachers who over the years 
hadinvaiiablygottheirwayinalmottevery- 
thing wer^ for the first timq checkmated to 
some otent. One reason for the show of 
strength by the minittty was because the 
Kales of pay had been generous and not 
niggardly. A seOOnd reason was that the 
ministry felt that,iii order to carry through 
die new policy, vrUle it would lite terhavt 
the co-operation of foMdwrt it could not 
allow ittdf to be ittimidated. The tenchm 
too found it difQqdl to euataitt tbe'ttrihe 
beyond a month and thht it how the agree- 
mem came to be signed. 

Having signed the agreement, howevei; the 
ministry be^ to ftunble. It to^ almost ten 
months to get the concurrence of the 
ministry of finance to that agreemem. After 
a couple of remindert, the teachers were IHk 
with no choice exeeiic to retort tb token 
strikes, dfterneg ghcraoe, etc; the aceegted 
burreney of polit^ agitation in thec^* 
try. Though they cotijd not mobttise ntadl 
support they vrare meimy to the riglif. The 
odidstry had entered tolo a written agree- 
taem with teadiert mid there was no 
Jusdfleatlon whatsoever for the prolonged 
dehv to giving -ftinnal efltet to it. 

By the tiine the deeUoB was tidten, ahnoet 
jwn mootlis later, Hfoost everybody, at least 
limpito dm teachesa «that level, had foigot- 
WlllUlt <hM 4Bdllld Mdl ft tUOf W A 0CMr 

ptdicy on edneatton. If it eaiiiad, whm did 


it say? Nobody seemed to know. In any casq 
white soeM of theanbad no ddifot taken part 
to the dbeussions preoedtog the formulmion 
of tlq policy, this epplied more to the arti¬ 
culate ones and not the general mass. In any 
caw; they were totaesmd to higher vngts end 
little beyond that. This apathetic attitude 
was the outcome of the policiet pursued over 
the decades. If an attempt was now being 
niede; through the NHS, to reverM thorn 
pdkiei, the ministry went about it so 
clumsily as to almost defeat itself. 

The strike had by and large gone a gainst 
the established le^ersbip of AIFUCTO. 
Had the ministry been prompt to pressing 
home that advantage; that leadership would 
have found it difficult to deftnd itself. 
Instead the ministry handed over the tactical 
advantage to the AIFUCTO leadership then 
under pressure. When the issue drag^ on 
month after month, whatever criticism Goukt 
be made of the teaderdiip got muted and the 
dtuatlon today is more or less back to square 
one: In plain words, it would require an 
extraordinary effort on the part of the 
policy-makers to re-create a situatltm when 
it would be recalled that the formulation of 
the NPE is not an event which took idace 
to the remote past and still has some 
relevance to what is happening today. 
Ibachers are no more interested to it; it is 
only the policy-makers who are interested to 
It. They, however, are unable to carry the 
geneial body of teachers, at tout at the 
university a^ college level, with them. 

With ^ passage of time, other problems 
have also cropped up. Some of them, 
notably die proposed Inll to ban strikes in 
coUegee and universities, have difftised the 
focus cm the NTO to some extent. The 
cemial ftKt, however, icmatos that, as far at 
the teadwrs are ooncemed, the NKB has 
been a total non-starter. The UGCs role to 
tida whole drama has not been that of an 
agency «Mch. is expected to uid it required 
to provide leadership. 

V 

At this stage; it wiglit be in order to turn 
' thelbeidondemaMByedueadcni—aaector 
of education which has been seriously 
negleeted all thcM years. The strategy of 
deydopnient ftdlowed over the yean has 
implieif inkler->nourishment, if not also 
neglect, of elementary education. It was 
and, furthermore; given-the dignity 
of e po&y. that India could progress without 
die oornmon man betog lifted out of the 
mptast of poverty and ignorance: 

The Wr^-heaM strategy is now coming 
honw to roost Apart from the Ute of 
backwantocsi and deprivation, h is got 
possible to modewte the growth of popula¬ 
tion ffto this constitutes one of the more for- 
mMaUcindtetincatoofthestnuegyofpiaii- 
nlite dtat was aAipled. The link between the 
tttemqy of women and fomily plenning is by 
now so well established dud no erne has to 
aigue dmut it But this it something that our 
idannen singularly fail to tee. 


It was, vftthout question a positive feature 
of the NPE that the spread of literacy was 
given unqualified support. The slogan 
coined was, Operation Blackboard (OB). It 
was implied to the NPE that while primary 
schoolt were to be found to most (daces, an 
utempt would be made to fill to the ga|M, 
whtnw identified. In addition, it was 
emphatiiad that every Khool should have 
two rooms, two teachers end provision for 
drinking wattr, toilet facUitiet and those few 
pieces of equipment which are usually 
required to a ntoool. 

Broadly siieaktog, 40 per cent of the^ 
Khoots have no building worth the name.' 
and therefore, it was suggested that the 
schemes dealtog with rural development be 
reorganised to such a manner that they oouM 
alto undertake to put up new Khool. 
buddings. It took some time for the ministry 
of HRD to persuade the rural develoimienr 
sector to agree to this propositiiMi uid 
reorient their programme accordtotfy. It it 
claimed that, in 1987-88, at much at Rt 270^ 
crore was diverted for this purpose. 

Another thing that the centre undertook 
to do was to meet the cost of the additiema). 
teachCT, imferably a woman, provided the- 
Khool did not alr^y have two teachers. Iiit 
1987-88, a sum of Rs 110 crore was transfo'-' 
red to the states for this purpoM and dik< 
number of additional teachers engaged camC 
to about 36,000. According to the target itod 
down, 20 per cent of Khools were to be 
covered by the OB in the year 1987-88. The 
Implementation Seport (IR) claims that this 
target would perhaps be exceeded. 

The spnad of literacy as already men¬ 
tioned hiu also been given the status of a 
Ibchnology Misdon. In a way. thus, the 
spread of iiter^ is regarded as a pro¬ 
gramme of high priority. A national 
camiMign on this was airo launched to 
Mmrl988. 

The person to charge of this mission te 
Sam nuoda who is looking after the other 
Tkchn<dogy Missions as wdl. In the couise 
of Us work, he has visited various states and 
talked to ministers and cirief ministers so as 
to stimulate their totciesL This has had some 
impact la the IMd trfNon-Formal Educa¬ 
tion (NFE), nothing noticeable has so ftv 
happened but as far as elementary educa¬ 
tion is concerned things have started moving 
somewhat 

One serious handicap wbidi is almost 
buBt into the situation must however be 
noted. White the otbsr IbehnUagy Misstonq 
are tedinology-oriented, the one deaHoff 
with lilemv cannot be mounted sueoastebfly 
except with the partteipatioii of a tend 
number of peo^ who bdieve to tM 
miasion'of the misiion rather than baeaiisf 
of the measly sum of mimey aitowsd to toJ 
struetors or the hustling and ca iap aig n li i g 
of those catruited with the Joh to make 
everybody Uterate, me. What moet buiawi- 
crau and managers understand ate pfonteU 
taigats to the manner planning has baen eon* 
du^ all these years. If iitmey hM to bo 
S|N«Mi to the genuine senm of the wofd^ a 
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4MyiHn^ oir^ of .oaimiod^ wndd be 
nquiied. That i* aot to be fouiKi eactipt in 
a few nue case*. And hence the problem. 

The teooiid striking thing that has 
kappened in this regaid is that the centre^ 
mote or less for the first time and in pur* 
suanoe of doing a genuine rather than a fake 
job, has tried to face up to the situation 
whm inflated claims ate made and the 
ground situation is far short of what is 
daimed. For several decades now, depart¬ 
ments of education in diflerent states have 
been cominling data in regaid to diildren 
enrolled in schools. Some kind of a rite has 
been indicated every year. White the percen¬ 
tage of children of the relevant age group 
has not yet reached the 100 per cent mark, 
it has certainly crossed 90 per cent in most 
cases. 

Most people recognise that these figures 
ate not genuine. Some would even describe 
them as ‘coolnd up*. Whatever the truth of 
the matter, this much is definite that the 
figures so far projected do not reflect the 
reality on the ground. For quite some time 
those concerned with this problem have felt 
a marked degree of disquiet in regard to 
what has been happening. There was no way 
of challenging the Ttgures that were being 
projected. 

The question was what to do about them. 
Nobody had a clu& But now at last a 
formula which could take care of the 
problem to a certain extent has been devised. 
The new formula is that the yardstick of 
achievement would not be the enrolment 
figures but the competence the students have 
developed in regard to reading and writing 
skills and also in dealing with munbers. The 
concept is not altogether original, it has 
been known for a long time Only so far the 
concept was not being used in any meaning¬ 
ful manner. Now this particular criterion is 
to be treated as the yardstick of performance. 

At the meeting of the secretaries and 
directors of education where this criterion 
was projected and thrashed out, there was 
considerable opposition to it. Qeariy this 
would oblige the states to perform whereas 
the predominant mode of working so far has 
been to fulfil the physical targets and not 
bother too much about the kind and quality 
of the job done Not only that, in respect 
of the percentage being 90 per cent plus, it 
would now virtually get halved, and it is 
ftom that plateau that the new ascent would 
have to begin. 

Given the existing situation and the dif¬ 
ficulties inherent in it at well as the plan¬ 
ned neglect of elementary education so far, 
the rductant acceptance of this fotmula is 
some kind of a minor breakthrough. It is 
to be hoped that there will be less evasion 
in the years to come. I^fbnnaacc would 
now be Judged in retatioa to Uie perftK- 
mance of the learner and not any juggling 
with statittica. theiabience of performance 
would not now be dbecuied or manipulated 
in the manner in which^ this had been done 
all these yeqrs. .Whethra In the course ot 


actual operations the formula is honestly 
implemented or not it another matter. 

VI 

A word in regard to the related aspect of 
NPE would be in order here; While elemen¬ 
tary education has received tome kind of an 
impetus from the initiative at well as the 
financial support made availabie by the 
centre and tome adventitious help received 
through the agen^ of the National Literacy 
Mission, the non-formai sector is still striv¬ 
ing to find its feet. 

There are two problems here. One, the 
strategy of development being followed 
tod^ puts the accent on education as it has 
flourished since the mtd-]9th century. 
Literacy was not a part of it. An illiterate 
person finds it difficult to figure out what 
he is going to get out of being able to read 
and write. From his point of view, any such 
advance in his capacities must lead to some 
improvement, however marginal, in his 
economic and social situation. In plain 
words, the concept of education as libera¬ 
tion which is what true education is and 
ought to be is totally at odds with the 
colonial system of economy that we have 
followed since the early 19^ century. 

According to this model, anyone who 
acquires any kind of knowledge or skills 
through any kind of formal education must 
be able to encash it in terms of at least a 
blue-collar job, perferably in a supervisory 
capacity. Whatever else it might mean, it 
should no longer be necessary for him to toU 
in the manner in which people have toiled 
for thousands of years. In a country like ours 
and with the state of technology being what 
it is, working in a field or a factory is a back¬ 
breaking job. In his eyes, therefore, going to 
a school or a college sigdfied a breach with 
the past firom which precisely he has been 
seeking to escape. 

This process of managing to become 
delinked from primary production and 
securing even a precarious toe-hold in the 
modem sector of the economy, has been at 
work for a century and a half. Even after 
1947, this particular model of an orgnnised 
sector of economy with trained or semi- 
trained people working in it and the un¬ 
organised mass of humanity working at the 
primary level has remained essentially 
unchanged. When anyone chooses to opt for 
education, what beckons to hiih directly or 
otherwise is a distant fiiture where his ability 
to read and write would be an asset and 
would mark him out as someone who is dif¬ 
ferent from the rest. Put another way, literacy 
is looked upon as a mark of distinction and 
not as a sodal characteristic which is to be 
shared with i large number of people. 

The misgivings in respect of literacy, 
therefor^ are rooted in the soeietogy and 
psychology of our traditional society. It is 
the esc^M from drudgery and toil which 
makes literacy or any acquisition of formal 
knowledge attractive. In a sense; it gives the 
panteuter individual an advantage over the 


rest. No wonder most people find it difficult 
to imagine a situation where everyone is 
Uteraie; If universal literacy is the goal, dear¬ 
ly everyone, whether an engineer or a ;; 
mechanic or a fitter, would be literate; 

The fitter may not have that kind of con- ; 
ceptual curability which the engineer has but. . 
is certainly able to r«ul and write. If there - 
are any written instructions, he can read 
them on his own and indeed act upon them , 
and, in doing so, his plane of existence ' 
moves from the oral to that of the written ' 
culture. But this is a situation which an - 
average Indian finds difficult to comprehend 
and visualise. Literacy is seen as a privilege , 
which in turn leads to the literate person , - 
being exempted from what others are con- ' 
demned to do. 

This is how it began when the East India T: 
Company started to employ Indians in loner 
level jobs. This is how it has continued evm 
into the late 20tb century. One notaUe 
change that took place with the passage of ' 
yean was that more and more jobs induding ; 
higher jobs became available to Indians, . 
even before 1947. After 1947, while the ' 
basic structure of the economy remained 
intact, there was extraordinary expansion in 
various directions and in a variety of new 
occupations. 

Most of it meant continuation of flw',: 
colonial mould and an uncommonly high . 
degree of proliferation of what is called the .i! 
middle class. Those features which duuao*; 
terised the mid-19th century economy got" 
further accentuated and enlarged. In the 
sphere of education it meant the continued 
.neglect of dementary education and undue 
emphasis on higher education together with 
the focus on the use of English as the 
medium of instruction. In the drcumstance; 
if literacy became the gateway to co-option' 
into the middle class, at whatever levd, that 
was fine; if literacy was of no other use. At 
least, that is how an illiterate person 
reckoned. 

Despite all this and the traditional 
pressures, most people do acc^ the notion 
that sending children to schboL provided 
parents can afford it. is the right thing to 
do. Older people feel that while they went 
without this particular advantage, their 
children might as well benefit from the 
facility available now. That is why there is 
hardly any rignificant response to the ino^. 
position that adidts might learn bow to read 
and write but it is a different question when 
the rdevant age group of chlidim is required' 
to join a school 

There is more response in case of boys 
than in case of girls. That apart, it is usua^, 
the absence of the requisite Khoot fadUty 
at a nearby place or sheer, stark poverty 
which ptevms paienu from sendtiig their 
dutdicn to sdiool. Sometiinef, howevci; they 
are withdrawn acoiqile of years later. I^the 
age of 8 or 9, children are able to hdp with 
regaid toafew minor jobs around the house 
and the parents prefer this to thdr continu-^ 
ing to be at school where; in any case; thqr 
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-l^not loiriUng (iut enough to tcquirtwilr’ 
marked proficiency in mpect of r^ing or' 
.OFflting or the handUng of figoiw. 

. .' It hai been aigued tv wnne people that, 
^ cMMicn am g^ng to be withdrawn fWih 
' id^ by the a V of I or 9, then the Mhoolt 
iMuld be oiganited in luch a manner that. 

: witt^ the flnt two or three yean, eWidren 
' dii taught the baiici lo that when they am 
f^thdiiwa they have at ieut lomethlng to 
'WOW for the time ipent. The Intention 
birtiind tU* propoial, to the extent it it feasi- 
{1^ il that though it would not be posdble 
"toarmit the high dropout rate, some prec- 
it^ ought to be taken to put their brief 
vltity in school to some use 

> Tt seems safe to make the sutement that. 
dxHit a quarter century ago^ some kind of 
;aa unstated undemtant^ was arrived at in 
i lhedirectoraies of education wherAy, given 
the constraints, enrolment in schools was 
gieim as much of a push as possible and 
'iShat it edled adult education was mom or 
ktm given the go bye. 

> '- 'A^ education or non-fin’mal education, 
which is the mom sophisticated way of put¬ 
ting it, can succeed only when there is a con> 
fiction on the part of learners that they are 
going to profit from it and, equally impor¬ 
tant, there is the mass mobilis ation of public 
opinion which propels adults into the 
dassrooms. Adulu underuke to educate 
‘tiiemselves either when there is social 
pressure or when there is stroi^ personal 
BMdvation. The elonent of motivation has 
bmnalrosdy discussed: it is the second dif- 
liaulty flack of mass mobilisation) which 
now requires to be discussed. 

vn 

, There am several countries around the 
PQcId wUdi have been able to mobilise their 
people in the cause of adult education. Most 
of them are countries where there lias been 
p radical shift to the left. During the latt 
Opuple of decades, for exampiq Cuba and 
ftortb Vietnam, both cooununist countries^ 
have done a strikingly successftii Job, Biwq 
'! fftaaii,North Vietnam, was being bombarded 
mercOetsly, the programme of adult educe- 
tiqn co ntin ued unabated. Social pressure was 
' gener a ted in aU.kinds of unorthodox ways. 
JPor instance; in.that country, when people 
.queued up tbr anything, there were twolte 
. tipn for those who were Utente and the odier 
.fbc tiwee wire were not That country has 
now n very high mte of Utenoi.It .ibcee 
aD Idnds of other problems but, as flir M this 
paitkular skill is concerned, the vaitbulk 
hM hesQ Imparted Utaracy suoomsAiUy and 
.aflpBCtivaty. 

. Ih .re^ bi QPf ID 

heipi la oin.cnstyt was f trena^ of pom^ 
ftom tha BritiilPriilan to what Js. usually 
dnicribed as tha twlian atWIe dais. WImt 
Jemon; the etretegy of dgvaloian^ tiiat >iie 
r^tidHtifti put jdre aooenton tiw nuxteen ledw 
PiitlM hijUw the population ibontilnuM''fo 
‘Pi etaiMiHiporerty anil ignormicn Ww 
k suhiiplaHrilMndm of thm living below 



thepovi^ ttne^aiid 

greeting, u it it, h ie ody durire^irkhitiyeBii 
that questions heve bam mised about the 
wisdom of the strategy that Is bdng follow¬ 
ed, As fin as can Judgt this strategy is 
riot going to be eban^ oietpt mptgintfy 
even in the next few years. Tiwt behig so. 
NPE wotdd continue to be a casiudty of 
neglect as it has been all thm. years. 

Lack of commitpient pn the part of.the 
govemmem is unmisti^bjA ..Were the 
government genuinely committ^ tq it. the 
minimum it could have done in the routine 
course of tilings would have been tq ensure 
that all those who work fqr it were literate. 
Those working for it ot employed in the 
public sector couid not only hai^ bmn 
encouraged but also b^ otiuged to learn 
the three R’s, The railways alone have 
sotnething.like two million employees. Is 
ea(^ one of them literate? Has each one of 
them been given that minimuin of written 
culture which we apect to be imparted as 
a part of the NPE package? It is only in the 
armed forces that some attempt made to 
equip each soldier with a certuq.degree of 
literacy, and for reasons which are not too 
difficult to understand. In the other depart¬ 
ments of the government, no thought what¬ 
soever is given to make anyone literate If this 
is not lack of commitment to the cause of 
literacy, what else is it? 

An attempt is. being currently made to 
invqlve voluntary agencies ip this task, lb 
some extent it has succeeded but the basic 
handicap is the absence of pu^c opinion 
in favpur of literacy for everyone The 
dorninant public perception is that anyone 
who knows how to read and write is freed 
from the obligation to earn a living except 
in a . manner which at its worst is lower 
middle class in character. While developed 
countries have over the years steadily moved 
towards a situation where maquai work has 
become more and more marginal arid the 
inidcfie.class sector has been gtqwiiig in size 
a^ coverage; that model , cannot be hvo 
jfbeto api^ed to our country. . 

. have so. many hu^es to n^qtlate 
before we can ariive at tbai stage wlwre hard 
labour is not a badge of sqciai and ecohomic 
infreiqrity .but something wbiph has .to be 
done and those who are rAligedjtq undertake 
h arq .therefore, paid more than others. To 
.put.it another wiQr, hatd work is unavoidablei 
But then those who <fo it.^Quld.at l^tbe 
.rewarded better than bthi^wise In qur ^tire- 
tion, he ah^ does hard worh who is t^gcxl 
to do it andqannot escape It; .np.womto. he 
feeb rejected and in.the bargain, is ahjo 
grossly qatierpatti and. in m,qst. cases is.,a 
victim of eKplqitatiqit and .oppre^on. The 
high inchience.of..hooded hibour. th.fho 
cquoW is a .eaae,iti.polnt. . 

' .Once. in. a while; iha.PP<>r nma seea a 
flfekre of hope when he mds that ^>se who 
«imi..vti^ the pen lead a less strenuous |)fe 
thap. those who aw condoned to foil and 
sweat .That is why In req^t of!p .c^, if 
.the. parents can, mgiM|ie. to ft 

school, do ib."lt is iln advantage tniti 


StAaforthepaieitthiifowlf; hetiheaMtsfo 
much of a ctlaworio etctipethatiiudiet^of 
iifie and in consequaooe he la iadittamM to 
any pleai for eniollini Minsaif in any kind 
of a noi>*fermal programme. Aatimulti be 
evident, the prtMem'is partly soeMogieal 
but' is largely rooted in the eocial' and 
eebnonue structure of the ecoiioifor andits 
unchanging and oppressive social character. 
Ihcrurel areas in tWs rega rd are much vwiree* 
than the urbm anas. Meanwhile thepopida- 
tion continues to boom and the prmtiems 
become more and more intractable ' 

Not all economists are agreed as to. what' 
requires to be done They look, at various 
models around the world: European,' 
American, Japanese east Asian and what¬ 
not aiKl wonder where India fits into all this. 
The fact is that it does not fit in anywhere 
India is different from all other models in 
that our population is so large that the 
various attempts at devdopment, such as 
th^ are get defeated by the sheer size of the 
population. It is a vicious circle Population 
can be controBed when there is dev^pment 
and development can take place when the 
population can be brought under control. 
Non-formal education in the strict sense of 
the word is a victim of this syndrome which 
is at least four decades old. 


VIII 


In 1966 when the Education Commission 
submitted its report, one of its more impor¬ 
tant recommendations was that SO per c«it 
of the student strength at the higher secon¬ 
dary levd should be enrolled in the voca¬ 
tional stream. Except for ’fomil Nadu, hardly 
any state acted upon this recommendation. 
A little bit was done by Karnataka and 
Andhra also but that is about all. 

The NPE document reiterated the em¬ 
phasis on vocationalisation at that level. But 
kuowing the situation on the ground and 
bting less starrj^eyed than those who had 
drafted the Report of the Education Com¬ 
mission, the NPE made a arore mextest 
recommendation. It recommaotied that .10 
per cent students shqll be-in the vocatioiial 
stream by the end of the Seventh PImt aad 
2S per cent by the end of the Ei^tfh Plan, 
f e,^ 1995. This was one of the oiaior con¬ 
cerns, of the NPE and that is .why, at already 
stated, a special iheeting of thq-CABB was 
convened in April 1987 to'work out.a 
strategy.qf impjementation. 

. \This.meetiag, for tlir.(lret tiine; ttfod fo 
gilq%lq,'with pibbl^JIlke^e'managfo^ 
sitnicture it Ihf nwq^, siaiq reti^uigL 
diqikt liewls, a# ito jtiie qu^6ip;,<K 

otber ifottfors, Jh waa. fo .make, vooafiqnar 

i^aabn.iB^iN|f^ » hgd.beihleatimiitb^ 


iwtawaifobtft.l^^^ 

ndnKV tiepc wlititii,'gi«^|it ooicr tUnii, 







tip a idanti'al Inititiite bf 
Vbcational Education and a Joint Coundl 
of Vocational Education at the national 
level. Alio, the ministry was to have a 
jeparate bureau dealing with it. In every 
state, there were to be corresponding agen¬ 
cies and institutes so that syllabi, etc, could 
be prepared and teachers could be suitably 
trained or re-trained as required. 

It was also proposed that surveys be 
undertaken mote or less with the district as 
a unit so that the needs of a particular area 
could be ascertained and the courses 
prepared or adjusted accordingly. It was also 
necessary to establish links with industry. 
Over the years, industry, whether in the 
organised or the unorganised sector, has got 
accustomed to having personnel trained for 
it by government agencies. The requisite 
costs are incurred by the institution and 
virtually all that a student does is to main¬ 
tain himself. Once he is trained, he looks for 
employment and, as far as industry is con¬ 
cerned, there is no further problem except 
that in a few marginal cases some of them 
may be required to* be rc-trained. Thfs model 
remains stubbornly unchanged despite all 
pleas and arguments to the contrary. 

As to surveys, etc, hardly anything was 
done in the course of the year. The proposal 
as formulated by the ministry of HRD went 
through the usual chapnels.of the Planning 
Commission, the ministry of finance and so 
on and it was only towards the end of the 
financial year of 1987-88 that the proposal 
was clear^. The states had been promised 
some assistance towards those surveys. But 
nothing could be made available without a 
formal clearance and therefore, nothing got 
done in the states. The last time any such 
survey had been done was in 1977-78. That 
data has becoine so out of date that there 
is no longer any point in referring to it. 

In fact the reason why a big drive in 
favour of vocationalisation was deferred by 
a whole year was precisely because pre¬ 
paratory work had to be done thoroughly 
and competently so that the scheme was 
launched in an efndent and organised 
manner. It is precisely that which has not 
happened. In the current session, something 
like 1000 schools around the country have 
started some vocational courses but that is 
in compliance with the letter of the law 
rather than the spirit in which the whole 
thing had been conceived. Ibday 75 per cent 
of those who are enrolled in vocational 
courses are to be found in three southern 
states—Ikmil Nadu, Karnataka and Andhra. 
In the manner in which this particular 
recommendation is being implemented, 
there is the danger of the programme going 
sour once again. Worse, it can even get 
discredited. 

There it an acute dearth of trained and 
competent individuals at the para- 
profitsional and lower tevels. Competent 
pcrfonnance is not valued as wdl as it 
shoul^toft Not many people insist upon it. 
Casual and slovenly performance is, 
tbeicibra the nwm and most people accept 


it as a part of the given realty. If this situa¬ 
tion is to change, the whole focus on the 
quality of performance at the sub¬ 
professional level will have to undergo a 
change. 

Vocationalisation is' a step, and only a 
step, in that direction. Many other inputs 
would be required before professionalism is 
accepted as the norm. But we are fumbling 
over it so badly that there is little that can 
be said in defence of the mistakes already 
made or those which are likely to be made. 
Shortage of resources is a serious bottleneck, 
and so is the attitude of industry. Nobody 
has even tried to persuade industry that it 
is their obligation to contribute towards the 
objective of trained manpower and they 
should assist this process and support and 
underwrite it to some extent. The need for 
linkage with industry is stressed in a formal 
and mechanical sort of way but no mecha¬ 
nisms, social, institutional or financial, have 
been devised to underscore this point. 

To aggravate matters, a whole year has 
been allowed to go waste. There was im¬ 
mense preparatory work to be done, parti¬ 
cularly in respect of the re-training of 
teachers. Schools cannot afford to hire the 
services of tho.se who are professionally 
competent. They get paid so much more in 
industry that schools can hardly afford to 
hire them. Therefore, a whole new sector of 
part-time, trained instructors would have to 
be developed. In other words, only some core 
staff would be employed in schools and there 
will be a good many more who would have 
to be engaged on a visiting and part-time 
basis. But those who are to be given core 
po.sition$ also require to be trained yet. 
Nothing is more difficult to undertake and 
ensure that this is done. In consequence, if 
any steps towards vocationalisation are being 
taken, these are only to meet the target in 
physical terms and not in terms of the 
development of human resources. 

Co-ordination with industry is crucial for 
another reason also. Enough funds to 
establish workshops are just not available. 
All that an average higher secondary school 
can manage to have is the minimum; for the 
rest it would have to depend upon neigh¬ 
bouring industrial units for workshop 
facilities so that students can be given prac¬ 
tical training. In the prevalent atmosphere, 
industry is not going to help ewept in a 
nominal way and in order to overcome the 
problem a massive effort at re-redefining the 
relationship with industry would have to be 
undertaken. 


IX 

The NPE has detailed a whole series of 
steps in regard to a large spectrum of pro¬ 
blems. The more important of them have 
been dealt with above. It is possible to refer 
to a few more and provide further details. 
But that would not change the basic picture 
which is of the imminsity of the j(^ and the 
sheer inadequacy of the effort; “the petty 


done, and the undone vast”, as a poet has 
put it. 

In regard to the other range of problems 
dealing with motivation, funding, plaiming, . 
co-ordination, decentralisation and a dozen 
other things, there are several things to be 
said and perhaps it would be useful to refer 
to them. Amongst the is.sues that emergq the. 
most central may be described as follows. 

The initiative in regard to education came 
from Rqjiv Gandhi. It has to be said to his 
credit that so far he has not slackened in his 
commitment. When the budget for 1987-8g 
was being drawn up, the Planning Commis¬ 
sion expressed its inability to find additioiud ’ 
funding. However it was found and this was 
primarily because of his support and 
advocacy. 

The crucial question now would be what 
happens in the next plan which is in the pro¬ 
cess of formulation. According to his state¬ 
ment made before the National Develop¬ 
ment Council, as already mentioned, thoe 
would be some marginal support for the 
remaining few years of the Sesmth Plan and 
with effect from the next plan the outl^ 
would be six per cent of the GNP. Will this 
actually come to pass? It is difficult to say. 

In terms of the thrust of planning in generri 
and the social and political forces at work, 
it does not look too likely. 

For instance, it is reported that when in 
a meeting of secretaries the issue of the core 
sectors in the Eighth Plan was considered, 
those items that had been proposed by the 
Planning Commission did not indude 
education as one of them. There are people 
who go to the extent of saying that the Plan¬ 
ning Commission is unsympathetic to the 
idea of treating education as one of the core 
sectors. Perhaps that is putting it too strong¬ 
ly. But this much is definite that in terms 
of its priorities, education and particularly 
elementary education, does not figure any¬ 
where as a crucial input into the process of 
planning for des-elopment. 

Reportedly, when this issue came up 
at the meeting, Rajiv Gandhi supported the 
idea of education as a part of the core sector. 
But there are so many hurdles to be crossed 
before such an order of priorities gets finally 
accepted. In a sense, the priority given to 
education in the Eighth Plan will determine 
whether NPE is to be implemented in the 
manner it was visualised or it becomes yet 
another casualty of plaruting in India. 

The principal focus of planning in India . 
has been the overdevelopment of things and 
objects and the underdevelopment of human 
beings. Owipg to this faulty approach one 
of tiKse days it was bound to be noticed that 
to persist with these wrong priorities could 
not but lead to further problems. In his own 
untutored way, Rajiv Gandhi said this in 
1985. In consequence, a new policy on 
education was formulated. But is it being 
implemented? 

In this connection, perhaps the only 
appropriate comment that one can make was 
made by the ministry of education in the 
Challenge of Education: A Policy Perspec- 
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oiitain-iiiaff to dlsciuifioiu wlifeh led to the 
formulation of the NPE. 

It mutt be recognised that every policy 
framework inevitably carries a price-tag with 
'^it.Jf the cost of universalisation of educa¬ 
tion or the building of institutions of excel¬ 
lence has an expensive price-tag, a much 
heavier price has also to be paid ibr the 
default option of ‘no changd (1.19). 

As expected, and indeed required, the 
ministry of HRO has been active. Although 
it has not succeeded in every initiative it has 
persisted. As alread*' indicated, the CASE 
has been activised. additional funding has 
been made available for OB, new equipment 
is being procured for technical institutions 
and several similar measures recommended 
by the NPE have been and are in the process 
of being taken. Why has the ministry not 
been more effective then? 


There are three important explanations for 
it. One, real concrete action is at the state 
level. Unless, therefore, the states get mobi¬ 
lised and feel committed to the NPE and the 
PA, it would be difncult to sustain any kind 
of momentum or to achieve any targets. In 
plain words, the success of the NPE, to a 
large extent, depends upon the performance 
of the states. ^ 

In the kind of set up which obtains today, 
the states do not respond to the needs and 
pressures of an academic and developmental 
kind. Indeed they seldom act on their own 
or in terms of professional obligations. All 
these years, the pressures have been middle 
class in character and in favour of colleges 
and universities and technical institutions: 
some of them charging capitation fee, etc. 
Elementary education has teen particularly 
starved of support and secondary education, 
it seems safe to say, is nobody’s baby. 

Are the states going to perform any tetter 
as a result of the new initiative? The pro¬ 
spect is not too encouraging. During the last 
two years, the states have been to some extent 
responding to the pressures exerted upon 
them by the centre but on their own the/are 
still caught up in their own disabilities and 
biases, lb the extent that they can be re¬ 
educated into accepting the new order of 
priorities, they may begin to perform better. 
As of today however, their approach to the 
problem is as casual and unprofessional as 
it,has been all these years. 

There U much more to do however. The 
NPE while discussing the priorities and 
machinery for implementation defined the 
task as under; 

(a) Making the system work; 

(b) Decentralisation of'management and 
establishment of District Boards of Educa¬ 
tion, District Institutes of Education and 
lYaining (DIET), (wovisions of autonomy 
and establishing accountability of institu- 
. (ions, systems and teachers; 

(c) Wbrking out the details, mechanics, 
fb^ng arrangements for the national 


^stm of education: 

(d) Manpower planning and demand 
forecasting: 

(e) Media and educational technology 
with special reference to adult education, 
non-formal education, open and continuing 
education; 

(0 Development and periodic review of 
curricula and teaching-learning processes; 

(g) Strengthening the data base; moni¬ 
toring and evaluation system. 

As would be seen, decentralisation of 
management is the very first item in terms 
of priorities. Making the system work had 
to be there in any case, whether it is stated 
in so many words or not. No one can say 
that the existing system should be allowed 
to collapse but to make the existing system 
work. What happens after that? Here the 
key formulation is decentralisation of 
management. This means transfer of autho¬ 
rity and responsibility from state head¬ 
quarters to the di.sirict level. 

While something like 1(X) district institutes 
of education and training have been or are 
being established, about four times as many 
yet require to be established. Once they get 
established it will take them at the minimum 
a year or two, to swing into action and start 
performing. It is an 'issue which is not 
exclusively educational in character. It is also 
linked up with the tone and tenor of the 
social and political life in the country. 

As constituted at picsent, there are only 
two loci of power in the country: the central 
and the .state level. Anything below the state 
level is not looked upon as a part of the 
generally-accepted pattern. A couple of 
states, notably West Bengal and Karnataka, 
have taken some initiative but these have yet 
to get consolidated and institutionalised. In 
other words, the whole issue of tte third level 
of government is an open question yet. How 
it will finally work out remains to be seen. 
But one thing is unmistakably clear. If 
education is to succeed and make an impact, 
it can only be done through operations at 
the local levels with the district headquarters 
at best providing the framework of reference. 

While there is talk of district planning and 
decentralisation in the corridors of the 
government, it remains to be seen to what 
extent these ideas get translated into practice. 
In a sense, the fate of education as indeed 
of planning, is linked up with some of these 
initiatives. For all one knows, this whole 
process may become a football in the 
political wrangle going on in the country and 
nothing may get resolved for some time and 
so on. While it is likely to affect other sectors 
of activity, it is bound to hurt education 
immediately and directly. 

The second explanation is the role of 
bureaucracy. There is no dearth of people 
who refer to bureaucrats, critically or 
sneeringly. Some of it is well-deserved too. 
At the same time there is no getting away 
from the fact that, whatever be the system, 
bureauciwy is unavoidable and, equally im¬ 
portant, it is capable both of being helpful 
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and obstructive in its approach. This is all 
the more so in a country like ours where 
policy-making is done essentially by the 
bureaucrats; the politicians arc just not equal 
to the job. Most of them arc interested only 
in power and patronage. The rest of the job 
is done by the officers under them and there¬ 
fore, their capacity, both for doing good and 
mischief, cannot be ignored or underrated. 

The experience at the centre has been ■ 
rather instructive in this regard. The policy 
was cs.sentially formulated and drafted 
P V Narsimha Kao. who has now moved to 
external affairs. Under his leadership the 
ministry went about the job as well as it 
could. One of its principal problems was that 
the Planning Commission which did not 
wish to disturb the existing structure as 
fonnulatcd in the Sesenih Plan. The minister 
of planning at that time, ironically, was 
P Shiv Shanker who has now moved over to 
human resource development. In the earlier 
role he was less than enthusiastic about 
education. In his new incarnation, be 
perhaps would act differently. 

But whoever be the minister, the job is 
essentially done bv the officers who are « 
entrusted with the various responsibilities. 
As already stated, they have given evidence 
of vigour and initiative. Even at the CABE 
level it is the inccting of secretaries and direc¬ 
tors of education which turns out to be more 
fruitful and productive. The role of the 
bureaucrats in that sense is. thcicforc, 
crucial. But can the burcauiTat.s in turn 
mobilise their political bosses? At the centre; 
the ministry of HRD at least feels committed 
to the NPE. Till the other day, it was the 
same indi' idual who had drafted the policy 
that was engaged in inipleinenting it. But the 
same cannot be s.iid about the states. 

The staie.s. as repeatedly noted, respond 
and react rather than act on their own. They 
are being pushed by the centre in a certain 
direction; some additional funding as and 
when made available, keeps them on their 
toes. But the moment the ccntic weakens in 
its initiative isr is unable to dangle the carrot 
before ihein, things .start grinding to a halt. 
This is precisely what happened in the case 
of vocationalisaiion. I'he proposal was not 
cleared till about the end of the financial 
year. In the absence of that nominal gram 
of Rs two crorc or so to each state, none of 
the states took any initiative except, oddly 
enough, for Bihar. In the absence of the 
financial sanction, the directive could not be 
issued and that is where the matter stands. 

This little story leads to a consideration 
of the third aspect of the problem. However 
able and committed bureaucrats might be, 
they have no choice except to operate within 
the limits laid down. The minister can defy 
them and get away with it. In fact several 
of them gel away with all kinds of mis¬ 
demeanours and worse. But as far as the 
official is concerned, he cannot violate the 
rules. Were he to do so, he would render 
himself open to disciplinary action. 

In other words, if in a sphere as vast and 
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a» diveh^iu eduatkUi, cluinfe U to come 
only through and from bureaucracy and 
there is hardly any mass participation, much 
less and enthusiastic co-operation by the 
teachers, how is the objective to be accom¬ 
plished? This is where the NPE has been 
unable to get off the ground. Hardly anyone 
outside the ministry of HRD and those con¬ 
nected with it are tethered about the NPE. 
The ministry is committed to it and in a 
sense so is tte prime minister. When it comes 
to getting additional funding, the prime 
minister throws his weight in favour of 
education and so far it has been a favourable 
wind rather than a hostiie one. Nothing else 
is happening, nor does one see any pos¬ 
sibility of swift or radical change. 

\I 

The principal thrust of what has been 
stated so far is that the reason the NPE is 
languishing by and large is because there is 
hardly any participation either by the com¬ 
munity at large or by the teachers. Participa¬ 
tion the community has to be at various 
levels and in a variety of ways. Even such 
a simple thing as ensuring that the primary 
school teacher in the village does not absent 
himself without authority or does not send 
a surrogate in his place when he stays at 
home or goes politicking requires the co¬ 
operation of the local people They must feel 
involved in the welfare and education of 
their children. Then alone would it be pos¬ 
sible to ensure that instruction takes place 
as laid down and as desired. The same logic 
can be extended to other levels and modes 
of education too. 

The concept of the community expresses 
itself in political terms through political 
parties. It is very rare that any political party 
includes even a paragraph in regard to educa¬ 
tion in its manifesto. In any case the elec¬ 
tion manifestos are not taken seriously. 
What is sought to be suggested is that 
neither the average politician nor the 
political parties feel concerned about educa¬ 
tion except as a source of power and 
privilege: Hiis total unconcern of thdrs robs 
the polity of that vitalising element without 
which it is not possible to perform in the 
sphere of education. 

The second key role in this drama is to be 
played by teachers at various levels. While 
teachers at the school level are essentially 
dealt with by the sutes, those at the college 
and university level look up to the centre for 
patronage and support. ElMils in regard to 
the 198? strike and its outcome have already 
been {Hovided. It only remains to be added 
that not every state is going to accept the new 
scales of pay and so thne U likely to be con¬ 
flict and toision in the next few years. 

The plain fact is that while there are strong 
fKtors which undermine higher and profbs- 
sional education, nothing is more unsettling 
in its Impact than the unashamed apatiqr of 
academics to the problems of education. The 
problem jp higher education is imt only how 
to deal with those factors that are usually 


alleged to be responsible for the sad state 
of affairs. The core of the problem is the 
teacher. 

Fbr reasons already described, the 
ministry of HRD had some chance of being 
able to inaugurate a rtew chapter at the 
tertiary level after the strike was terminated 
as it was. But the opportunity was lost and 
now ai^ new initiative by the ministry would 
mean a confrontation once again. 

At this point, one might as well raUe one 
basic question. The first priority as laid 
down in the PA is making the system work. 
According to this document, the essential 
aspects of this task are the following; 

a) Certain norms of performance for 
observance by the administration, teachers, 
students and educational institutions. 

b) Non-observance of these norms would 
inevitably lead to certain consequences and 
neither fear nor favour should affect it. 

c) Some immediate measures have to be 
taken to improve the working conditions of 
teachers and the conditions in which 
students study ahd live. 

d) Unwarranted interference by political 
and administrative centres of powers. 

Are these norms being observed even in 
that sector of education controlled by the 
centre? That is, in the nine central univer¬ 
sities, the five lITs, the three Institutes of 
Mangement, the large number of Kendriya 
Vidyalayas and a host of other institutions? 
And if they are not being observed, as would 
be readily conceded, what is the explanation 
for it? Before the centre can ask the states 
to act upon this or that, it is duty-bound to 
itself observe what it has laid down for 
others. 

It may not be out of place to illustrate the 
argument being advanced in respect of a key 
issue. One important recommendation of the 
Education Commission made in 1966 was 
to establish autonomous colleges. This 
recommendation has been reiterated in the 
NPE also and a target of SOO autonomous 
colleges was laid down. While some progress 
has been made during these two years, the 
matter has got stuck, or almost so. 

The explanation for it is the inability of 
the ministry to get the University of Delhi 
to establish autonomous colleges. Teachers 
are opposed to it and the vice-chanoellor and 
his colleagues do not see any reason for 
making an issue out of it. Everyone is con¬ 
tent to make favourable noises in support of 
this innovation but doing anything in fur¬ 
therance of the declared objective can create 
problems. The supreme objective is how (o 
live from day to day and to somehow survive 
and that objective gets fulfilled with the 
passage of time. 

In our situation, hardly anyone is ever 
blamed for not doing what he should have 
done or, more precisely, for what is called 
the policy of drift. As the Russian proverb 
has it, *Tf you do nothing, you will do 
nothing wrong”. During these two years, no 
one, not even the UOC, has been able to 
main any siviificant move in this direction 


whereas i, 

15-20 autonot , 

in Delhi and dev .«ir 

own, they would be - pACC” 

setting model for others. This is an eloquent 
comment on the willingness to bring about 
structural changes and all that it implies. The 
Delhi University Act has been recently 
amended to vest some colleges with an 
autonomous character. To what extent it is 
now implemented so as to trigger off a 
country-wide movement in favour of auto¬ 
nomous colleges remains to be Seen. 

XII 

Were one to identify the principal thrusts 
of the NPE, these would be the spread of 
elementary and non-formal education, voca- 
tionalisation at the secondary level and the 
pursuit of excellence at the higher education 
level. There are subsidiary details like the 
establishment of state councils of higher 
education and model .schools. Both of them 
flow from the commitment to excelience and 
neither of them, if seen in isolation, would 
satisfy the populist criteria usually projected 
in respect of educational matters. While it 
may be instructive, even u.seful, to discuss 
these issues in some detail, there is not 
enough space to deal with them. 

The other important thiust, the stream¬ 
lining of technical education, which sector 
has always been handled by the department 
of education all these decades, requires some 
attention here. The only notable new 
development in this regard is the conferment 
of the statutory status upon the AICTE. 
There is no doubt that technical institutions 
suffer from a variety of ills like obsolete 
equipment, far-from relevant syllabi and 
serious under-staffing and these matters 
have to be attended to. 

In 197.?, the llTs were put in the same 
strait jacket of salaries, etc, as the rest of the 
universities. However, it needs to be 
acknowledged that this stream of education 
has a unique set of problems. But despite 
the report of the Dogra Committee which 
went into this question, the issue has not 
been approached dispassionately or with an 
open mind. In consequence, something like 
one-third of these institutions do not have 
the requisite teaching strength. One aplana- 
tion for that is the distorted salary structure 
in technical institutions. Furthermore, the 
1 ITs ate unable to keep up with the chan^ng 
needs of development. Even though their 
performance was studied by a Review Com¬ 
mittee recently, there has not been much of 
a follow-up. There is so much more to be 
said in this regard but the constraints of 
space make it difficult to do so. 

In any case, no one is prepared to face up 
to the basic question that there is a gross 
mis-match between what the students pqr 
and whgt the institutions spend on them. In 
a situation where' 15 per cent of trained 
human power is exported, there, is clearly a 
certain measure of over-production at this 
level. But no one is prepared to take hard 
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dedciolu with the determiaing factor being agency of the centre^ which, so to speak, did 
the need of the economy and not the sodal the policy-making. In fact, the AlCTE 
demand for a certain type of education. would have become a statutory body several 
An evil which has grown up over the years ‘years earlier but for the opposition of the 
^.colleges charging high capitation fees. In UGC to another high-level body on the all¬ 
theory the system is not so indefensible as India plane. Even though, after the estabiish- 

is usually made out. What is indefensible ment of AICTE the situation has changed, 

about it is the crass commercialisation and the UGC still sees itself as the pace-setting 
corruption to which it has given birth. Even body in respect of higher education. Accor- 

though, as stated earlier, in t98S the UGC ding to the NPE however, this role is to be 

was given the power to determine the fee played by the apex body which will be 
structure of each course, nothing was done. presided over by the union minister. 

Now those powers have been vested in Oddly enough, it is the union minister 
respect of technical education in the AICTE. who has complicated the situation. In the 
But meanwhile such deep-seated vested case of the UGC, an independent person 
interests have developed that no one is appointed by the ministry of HRD is its 

prepared to attack the problem at its roots. chairman. In the case of the AICTE, it is 

A whole class of political fixers and the union minister himself who is its chair- 

manipulators have got into the act and over man. If the UGC and the AICTE arc 

the years have made fortunes from people equivalent bodies dealing with different 
who can afford to pay but are never asked sectors of education (the mainstream univer- 

to pay. Whatever attempts are being made siltes and the technical institutions rcspcc- 

to cope with the problem are half-hearted tively) with certain bits of responsibility 
and insincere. common to both, in a meeting where the two 

It is possible to put an end to this system bodies have to sit together, how is the pro- 

provided the government is determined blem of parity'between them going to be 

about it. In Maharashtra, for example, sorted out? In other words, two unequal 

almost a hundred institutions indulged in bodies vested with equivalent powers of co- 

this kind of blackmarketing in respect of ordination but organised differently are 

teacher education. In 1987-88, the centre sought to be made equal. Clearly, the situa- 

refused to give grant to those states where tion is confused and requires to be clariiied 

such corruption was being practised. Under but nobody stops to either take notice of it 

Y B Chavan, Maharashtra discontinued the or find a solution to it. 

system in respect of teacher training college Furthermore, the NPE has mainly con- 
though it is still continuing in a couple of cerned itself with those sectors of education 
other states. It is basically a question of how with which the ministry of education had 
earnest the centre is in tackling this problem. been traditionally concerned. The ministry 
Another aspect to which attention has of HRD did not have anything to do either 
already been drawn refers to the respon- with medical, agricultural or legal education, 
sibility of the centre in implementing the Those have always been handled by different 
NPE in respect of those institutions which agencies. The purpose of establishing an 
are directly controlled by it. There is no apex body was precisely to ensure co- 
justiHcation for the centre not complying ordination amongst these various agencies, 
with the norms of policy which it has laid The need for co-ordination is so obvious that 
down. In terms of implementation, making it does not have to be jastified. Why has 

the system work is the primary responsibility such a body not yet been established even 

cast upon policy-makers. It would be a bold after the proposal for co-ordination was 
person who can claim that the conduct of accepted in the NPE document? 
the centre in this regard is in any way dif- In this connection, it needs to be under- 

ferent today from what it used to be before lined that medical and technical education 

the policy was adopted, in other words, the and even agricultural education are highly 
centre has not. improved its performance expensive. While in one sense the problems 
even though, notionally speaking, it is com- of professionai education are linfc^ to that 
mitted to it. Then there are issues like the of general education, in another sense these 

establishment of autonomous colleges where require to be dealt with on an independent 

the antre has a bigger role to play than it basis though in close conjunction with one 
has so far played. another. But no thought whatsoever is being 

The statement can be illustrated through given to these issues, 
one example. In his remarks to parliament One of the recommendations of the UGC 
when the NPE was being adopt^, the then Review Committee in 1977 was that the 

minister referred to the pressing need for an secretary of the Planning Commission 

umbrella body in respect of higher educa- should be a member of UGC in his ex- 

tion. In the as stated earlier, this body officio capacity. This proposal was not 

came to be iv-christened as the apex body. accepted 1^ the then ministry of education. 

Where is this body now, two years later? In consequences there has been very little 
The answer is totally unflattering to the rationale for educational expansion in terms 
ministry of HRDi Rnr over a year now, some of manpower plaiming. And yet nobody can 

kind of a bureaucratic wrangle has been contend tl»t such an interaction is not 

going on between the UOC and the ministry necessary or, indeed, indispensable, 

in regard to itt role and fhnctiohs.TiUyester- As should be evident, not only arc there 
day, it win the UCK:, more than aiqr other serious problems of loose and inadequate 
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implemCi 
abnegation I 

respect of a n. in¬ 
adequate mobilisa> .<vel. 

What compounds it tu(,i .ki auv. almost 
total failure to mobilise the teaching com¬ 
munity. Thus there are problems of poor im¬ 
plementation as also of a conceptual kind 
which are yet to be resolved. The failure to 
establish an apex body is a case in point. 

XIII 

Finally, one would like to know what does 
the centre propose to do about the following 
statement made in the NPE? 

A Meaningful Partnership 
3.13 The Consiituiiona] Amendment of 1976, 
which includes Education in the Concurrent - 
List, was a far-reaching step whose implica¬ 
tions - substantive, financial and adminis¬ 
trative -require a new sharing of respon-' , 
sibility between the union government and . 
the stales in respect of this vital area of - 
national life. While the role and lesponsibifity '' 
of the states in regard to education will 
remain essentially unchanged, the union' . 
government would accept a larger respon¬ 
sibility to reinforce the national and inte¬ 
grative character of education, to maintain ' 
quality and standards (including those of the 
teaching profession at all levris), to study and 
monitor the educational requirements of the 
country as a whole in regard to man p ower 
for development, to cater to the needs ot 
research and advanced study, to look after 
the international aspects of educatioii. 
culture and Human Resource Development 
and, in general, to promote excellence at all 
levels of the educational pyramid throughout 
the country. 

Through the NPE document, the central 
government undertook to unfreeze the situa¬ 
tion as it had existed since 1976. As would 
be recalled, it was in that year that educa¬ 
tion was made x concurrent subject. Till 
then, only higher and professional education 
were within the purview of the centre. The 
odd thing about the situation is that since 
1976, no follow-up legislation has been 
adopted. In other words, since education 
had been made concurrent, the centre has 
not taken over any powers other than those 
that it had from the day the constitution was 
adopted. 

It may not be out of place to mention here 
that, two years after 1976, during the Janau 
regime, while several othw provisions of the 
42nd Amendment were amended, this parti¬ 
cular provision was allowed to stand. This 
was because in the Rajya Sabha at that time 
the Janata Party did not have the required 
two-thirds majority unless the Congress 
Party also agr^ to the amendment. The 
Congress Party did not. It agreed in respect 
of various other provisions but not in respect 
of education. The Congress Piny commit¬ 
ment to education as evidenced in the 1976 
amendment was not whittled down in any 
wiV- And now it has been reiterated in 1986 
throu^ the NPE. 

What about the follow-up legislation 
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, . in this 
cam judfC; 

n6 ' . proposed to 

be tiL . the rductance 

of the vei.(t% .v an initiative in the 
matter. One can even condone it to some 
extent. But what needs to be recognised is 
the fact that it is not at the lower levels that 
real problems aue being encountered but at 
the highn secondary (vocation^isation, etc) 
and post-secondary levels. 

The problem at the loww levels of educa¬ 
tion is not that the states are acting against 
or sabotaging what the centre plans of 
action. The problem is that they are not 
acting in the manner that they ought to act. 
if elementary education has been neglected, 
it is more an act of omission that of com¬ 
mission. By formulating the strategy of OB, 
by helping the states'with greater funding 
and by utilising the mechanism of the CABE 
and its sub-committees, the centre is doing 
what it can do or could do. What can make 
a decisive difference is, as argued repeatedly, 
a different strategy of development. 

While such a strategy would be formula¬ 
ted by the centre, it would not be possibe to 
implement it without the states being per¬ 
suaded to go along with it. That is largely 
an ideological issue The battle ground for 
that strategy would be the polity of the coun¬ 
try and the renovation of the economy of 
tlw states. One would like the centre to con¬ 
duct itself differently and make an impact 
upon the social and economic situation in 
the country so as to bring about structural 
change rathei tinker with the problems at 
it has done all these years. 

That is, while one way of improving the 
situation would be to provide greater incen¬ 
tives to the states, another and perhaps the 
more decisive way would be to launch the 
ideological battle of formulating a different 
strategy of growth. So far one .sees few sigtu 
of this. 

It is in respect of higher and professional 
education, however, that intervention by the 
centre is called for in a much more decisive 
way than one has seen evidence of so far. 
It is universities and colleges which are a 
victim of excessive and unwanted politicisa¬ 
tion and corruption. In consequence, these 
institutions whose objective is to achieve 
excellence are disabM and the baneful 
influence of politicisation is much too 
negative, even destructive. This phenomenon 
manifests itself in the manner in which vice- 
chancellors and principals ate appointed and 
removed. Abo in the establishment of 
universities and colleges even when there is, 
hardly atqr justiflcation for their establish/ 
ment and Uie various other ways. 

Making the system work is the first 
priority that the NPE had laid down. But 
thb requirement is not being met because 
most states choose to function in a i^anner 
which is at odds with the objective of thei 
pursuit of excellenceL 

While the central sector in education b 
not performing as well as it can, largely 
becauM the norms laid down in the NPE are 


not made fully an>licable to that sector, tldr 
is, at worst, an act of omission. What 
happens in the various institutions of higher 
education at the state level is much worse 
and is more in the nature of acts of com¬ 
mission. The centre is a mute and helpless 
witness to all this. 

Cannot something be done to moderate^ 
if not control, these depredations of some 
of the state governmenu? Perhaps the centre 
cannot impose its will on the states, partly 
because this has not been done for four 
decades and partly because statutory power 
is not the same thing as the political equa¬ 
tions that prevail between the centre and the 
states, particularly those governed by the 
opposition parties. What, however, the 
centre can do is to project this issue in a 
meaningful way in the CABE and get the 
sutes to agree to certain minimum norms 
of academic and administrative behaviour 
and of political coiiduct. Obviously those 
cannot be in contradiction to what is stated 
in the NPE. In the messy and no-holds- 
barred discussion that b bound to ensues 


some kind of a consensus woidd emerge, t% 
may not go as far as professional opinion 
would advocate or something consistent wifo 
what u laid down in the NPE. At the sanie. 
time it would be a step forward. 

In fact, were the centre to be Arm and pa- 
sistent and politically adroit, it might be aUe 
to pull off 8 better that one can vuualise 

today. Once that is done; it may be possible 
to embody the consensus so reached in the 
form of central legislation so that iu int«- 
pretation does not depend upon the whims 
and fancies of individtul ministers or 
bureaucrats but in terms of what the courts 
decide. One of the more positive things 
about the Indian constitution is the power 
of judicial interpretation given to the courts. 
Let this particular constitutional feature be 
pressed into service in respect of this 
somewhat far-frDm-deflned and difflcult-to- 
agree upon point of contention between tte 
centre and the states. 

The pity of it is that, as of this mcmient, 
one does not see even a hesitant step bang 
taken in this direction. 
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The Deluxe ‘B-E’ has a new story to tell. 

Open the door and you will see a transformed interior. 

As you sit down, you will etqxrjence the comfort 
of extra-soft leathercloth upholstery. 

Grip the new polyurethane leering wheel and you will 
realize it has been designed for safer driving. 

Observe the ignition-cum-steering lock: effective 
protection for your new investment. 

When either of the front doots is opened, there’s a 
flood of light from the footlights inside the car. 

Some of the other features include a new 
back-lit instrument cluster for easier readability. 

An anti-glare, rear-view mirror. 

And hold-off type wipers. 

All these ‘extras' don’t cost extra. 

The Deluxe ‘B-E’. Shouldn’t it be your car choice'.^ 
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Towards a Theory of the VaUie of Capitai 
Goods: A TechnoCconomlc Approach 
-Hrishikes Bhattach^a M-134 

Public Enterprise Performance information 
System: A Proposal 

-PrajapM Trivedi M>140 

Sicknem in Indian Textile industry: Causes 
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liebt 

Tbcie is now conotm in the country idtout oar mounting 
cxtmuDl nad debt service burden. Some tepons even go as 
ihr as to sugaggst that the country is heading towards a 
Latin* Americmi'.type oternal d^ trap. An analysis. 2SS7 

Cotton ItBSKlUe Sibkness 

Siekneu in the cotton tendle industry is neither temporary nor 
isedated. It is targdy afflicting the organised sector and 
especially the composhe mills. It is mote pervasive in the 
older tei^ centres. Why? What are the remedies? M-147 
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Web of Fofeigii Capital 

Eitiinates of the shares of 
forelpi controlled enterprises in 
Indian numufatsuring, including 
at the disaggr^ated 
kvd. M-167 


Rubber Plantations 

An analysis of the developnient 
of the rubber plantations 
industry and the inqdications of 
policies pursued Ky the 
government from time to 
time. M-IU 


Sectional Demands 

E(|uality is being demanded not 
oidy with rnani to various 
economic and lodal matters, but 
also with regard to piditical 
power. The question of an equal 
share in political power brings 
the dem^ for equality into the 
arena of revolutionary 
ptriidcs. 252$ 


Soviet Nuclear 
Ibdhttology 

The KiemUn has allowed the 
hawks from the Pentagon to 
iaqiect nuclear instalhuhnis in 
the Soviet Union. Now. a few 
dovea doing medkal leseardi 
must be allowed to see the 
vohifflittous health data of 
workers ami pta|de exposM 
to radiation firdm the dWI 
and miUtaty nuclear 
programme. 2522 


pRldstayi t|«oiiii!h 
Boutgeota 

A bo^jthat helps one to 
.undentamiliaiiir the Rikistani 
hoqkieoisle aai9 dominam classes 
itav ttal ifonhiiry tad hew the 
BaiA views tlie,Pakii^ 
economy tad the devdopmem 
fiih it envisages for that 
.' Jei^oniir, - - ^ ' 2551 


Farce of Land Refonm 

In a ‘confidential' note on the 
prevaiUng social tendon and its 
viotent manifestations in 
Jeiunabad (hstrirt or oential 
Hhar. the district administration 
has come out with detailed 
information regarding 
‘implemenution’ of land 
reform measures in the 
area. SU 


Kamaladevi 

ChiMOpadhyay 

She was not an important 
person, in the cmnmonhr 
undernood sense of the 
adjective. She had no patronage 
to' diitributc; she did not attiMt 
any sycophants. Wt people 
flocked to hen Around her 
it was alwiys a crowd of 
comrades in a common 
endeavour. 2520 


l^ock Market Boom 

A signifleant aqiect .of the 
emerging stock market scenario ' 
is, apart flom the buoyancy in 
the secondary market, the 
marked revival of activity in 
the primary market. 2504 


The Dynasty 

The thirty pages of Maulana 
Azad’s memoiri. hdd back from 
the public for thirty years, are 
a bit of a spanner in the 
works. 2509 


Riddles of Financial 
Data 

Thee are many riddles in the 
available data on GDP, the stock 
of money, and its components, 
and the rapidly increasing total 
of fiiuinciat savings in the 
wonomy over the past decade 
and a half. 2SU 


















Acadei^c Freedom 


1 

WE diare Kaihyap Mankodi's fears about 
"the threat to academic freedom from 
witUa!’ But we discern in his attack on 
ArtiM and the Centre for Social Studies 
(October 19) precisely such a threat 
Ftcedmu is not necessarily threatened by 
institutions alone It can be eroded in- 
diyiduBls also, i rre s pective of whether they 
are in positions of power or not. 

We at the Centre for Sodal Studies have 
consciously adopted an egalitarian and 
democratic culture and its director is fout 
the fhst among equals*. Ohanshyam Shah, 
agaiiat udumi Mukodi directs his charges 
while impficatihg the Centre as a whole, 
.voluntarily stepped down as director, 
idthoufh he could have; in accordance 
with tl^ terms of his appointmott, con- 
.timied till his retirement. His successor, 
S P Punalekar, who was unanimously 
chosen by the Faculty (including 
Mankodi) and duly recommended to the 
Board of Governors for appointment as 
director, accepted the assignment on the 
condition that he would do the job only 
for three years. Moreover, most of the 
functions at the Centre are assigned to 
various committees. In such a set-up it is 
inconceivable that a member of the 
Faculty could be hoodwinked, as 
Mankodi says he was, into withdrawing 
a udiole section of an article he had writ¬ 
ten tarArthat. Ig any case, where was any 
compulsion for Mankodi to have his ar¬ 
ticle appear in Arthafl He could as well 
have withdrawn it and sent it for publica- 
tim elsewhere. 

As for jhe allegation that Mankodi was 
gksad to fone down his reports relating to 
the monitoring and evaluation of the 
reaettlement and rehabilitation of oustees 
from the Sardar Sarovar (Narmada) Dam 
in ender to idease the Gujarat government, 
it Is true that there were di^erences bet¬ 
ween him and Gbaiuhyain Shah. But 
these rtiated, apart liroro fhctual errors, 
to style; logical consistency and the need 
for sufficient evidential base; and not to 
the subsunce or the force of wluU 
Mankodi had written. Were Shah the sort 
of high-handed and unscrupulous direc¬ 
tor thm Mantodi portn^ him to have 
been, he would not him acceded to 
Mankodi's suggestion that his fuial report 
and Shah's proposed dianges be drculaicd 
among the Faculty ami discissed at a 
special meeting. During this meeting not 
a word vras said by Shah about the need 
to tailor our reports ip pleaseihe govern- 
i^t. In feet, every tingle change propos¬ 
ed by Shah was taken Up at the me^ng 
and it was dear that far from feoaerating 
Mankodi’s original draft, most of these 


chhiiet had iMpar^anwaVi'foiiie fbthe 
report, - 

Of (he two poims in'that section! of 
Maiikodi’s Arthat ardde. which he says 
Shidi, as editor, obliged him to withdraw, 
one “peitaiMd to the usigitical tendency 
within such instiittlea.- jto. allow jhe 
evailebility of eeajr rasetidi funds to 
wi<k» disparities and rdaforoe existing in¬ 
egalitarian power Structures!’ It is intrigu¬ 
ing that Shah, who is alleged by Maiik^i 
to have taken excep^on tothisinteOectual 
formuluion, should have entrusted to 
Mankodi, who was then a Research 
Associate, the sole charge of the 
prestigious monitoring and evaluation 
project. We are aU Buniliar with the 
hypocrisy that is caused by radical pro¬ 
fessions and inability to live up to them. 
Mankodi brings to our notice a new kind 
of hypocrisy, o f which auli is said to have 
been guilty, which condsts in radical prac¬ 
tice and fear of professing it. Assuming 
that such, indeed, was the case; our society 
can do with more of such hypocrisy. But 
we know Shah well enough to insist that 
he is made of still better mettle. 

Mankodi says thqt some of the 
signatories of the letters that appeared In 
support of the Centre during the Arthat 
controversy (June 4) can vouch for the 
veracity of his charges. Should that be the 
case; we will hope that these scholars show 
greater concern for the threat to academic 
freedom firom within than from without. 

Finally, coming back to the point with 
which we began, those who believe that 
the threat to academic freedom from 




tic^ bfeoridory 1 know itii mi pdii^ 
bfe to raiw lerioas Htuea or diffkr iwith'. 
an institutifa dhmiu Mriibut dfe|it«g^ 
onifs livelibpo^; A» iti(»t of ^ afeff 
mimbm in fUdi anstitiHiOna fttt cmfof-i 
flOsu, submiMivu and careerhife, ride 
whh the dliector apd .do tibt ImhMtc 
academic dissent,. So it is imposalhie tO‘- 
have any ineaningfUI discusrion. on g 
substantial issue in a faculty or govmi- 
ing bqgtd meeting. 

In government-supported research in¬ 
stitutions, academic, freedom means 
academic freedom only for the directors 
of these institutions and others who share 
the directors' views. There is no academic 
freedom for those who differ ftom the 
directors. Just as in our country there is 
freedom of the press only for the owners 
and the editors of the publications, there 
is academic freedom only for directors 
and well known/eminent scholars and 
publications. Academic freedom in 
research institutions has been destroyed 
largely by the directors and the well 
known/eminent scholars and publica¬ 
tions. They stifle the freedom of others 
habitually. 
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within must be, as Mankodi puts it, “dealt 
with with greater vigilaticeP’, may consider 
it worth their while to be equally vigilant 
to the perceptual block that is often in¬ 
duced by self ri^teousness. This Wock, 
we adroit, is not easy to spot It calls for 
a measure of introspection and a 
modicum of humility. Not too heavy a de¬ 
mand, perhaps, considering that it is 
meant to ward off a grave threat—the 
threat from within each of us—to a 
freedom thm we cannot but consider im¬ 
perative for our existence as scholars. 
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Irido-Soviet Relations 


S horn of rhetoric, the eentral aspect of the Indo-Soviet 
rdarionship has always been the Indian government's 
security concerns. It needs to be recalled that the genesis of 
the Indo>Soviet Iteaty of Peace and Friendship, which has 
been hailed as a bulwark for “promoting peace and stability 
in Asia and the world” in the jt^t statement issued at the 
end of the Soviet president's visit last Sunday, was the war 
with Pakistan and the need to ke^ the US and China at bay. 
The real character of the Indo-Sbviet relationship is also 
revesded by the fact that Soviet supplies of sopMstic^ted 
military hardware hkve been, from as early as the late sixties, 
such a crucial part of it. IVpicaliy, this aspect gained further 


relations between them are extremely important for the 
destinies of Asia and for global progress”. 

The Indian prime minister and his government were cleariy 
unprepared for the public references by Gorbachev to thii 
Soriet Union’s efforts to improve relations with China and 
the thinly>vdled suggestion that India should do likewise. -In 
his statement to parliament on his talks with the Soviet 
president, Raiiv Guidhi sou^t to ignore altogether the 
subject of China. It was only in response to pei^stent 
questioning by opposition MPs that he conceded that Cluna 
had indeed ‘\:ome up in the course of the discussions”, 
adding defensively that the specific issue of the bmder 


in importance at the beginning of this decade with the 
resumption of US arms aid to Pakistan in the wake of the 
entry of the Soviet armed forces into Afghanistan. In other 
words, our troubled relations with Pakistan from the very 
outset and with China after the border war with that country 
have provided the Essential framework for the friendship with 
the Soviet Union. 

That being the case; it is hardly surprising that Indo-Soviet 
relations should be eqieriendng a measure of turbulence just 
now. President Gorbachev’s mphatic assurance that there 
was no question of the Soviet Union "becoming cool towards 
India” has only served to draw pointed attenrion to the 
turbulence. 'What Gorbachev said is true, of course; there 
has been no move on the Sovim Union's part to distance itself 
I from India in any way. What has changed is the Soviet 
•Union's world-view and its extmtal policies. Under 
Gorbachev's leaderships the Soviet Union has made no secret 
of the fact that it attaches the highest importance to the 
achievement and strengthening of detente with the United 
Statei This has already had a noticeable impact in fur-flung 
parts of the world: for instanpe; the Geneva accord on the 
withdrawal of Soviet troops from Afghanistan, the indigent 
moves towards some sort of a secernent of the Istael- 
Palestiniaa problem and the imgotiations for die withdrawal 
of Cuban troops ftom'southern Africa linked to ipdepen- 


dispute with China had not figured in the ulks and that in 
any case a solution to the India-China border dispute could- 
not be found on the pattern of the efforts to deal with the 
Sino-Soviet border problem, lb top it off he asserted that 
as far as relations bdween India and the Soviet Union were 
concerned, "China was unimportant”. 

Nothing could be farther from the truth, of course. China 
has always been central to Indo-Soviet relations. In the past, 
during the period of Sino-Soviet hostility, the assurance of 
Soviet political and strategic support against China was one 
of the pillars of the close relationship between India and 
the Soviet Union, just as Soviet bacMng against Pakistan 
to counter US manoeuvres in this part of the world was 
another. With the Soviet drive to reach a broad-based 
understanding with the US and its active efforts to re¬ 
establish friendly ties with China, both the above 
co-ordinates of the Indo-Soviet relationship are in need of 
realigning. 

However, as the prime minister's off-the-cuff pronounce¬ 
ments about the unimportance of China to Indo-Soviet 
relations suggest, it does not appear that the govenunent of 
IntUa has devoted much smious thought to the imiietatives 
of the new situation. In his typical manner, Rajiv Gandhi 
has evidm^ly plumed his visit to China u a public relations 
exercise lari^y .vrith the coming Sections in mind. Like the 


dence for b&unibiar^ The other prineij^ aspect of many, moiAly infructuoi^. accords and agreements he has 
OorbadieVs external coocemshas heea improvement of the. concluded to deal with various problems, he would like 4t 
Soviet Uaiqn’s rdations with China. It is sigmfleant that to be. projected that after the long period of stalemate he 
duthif jbig vMt. to Indte tiw Sprint president repeatedly— was now taking the initiative to resolve the India-Chitw 
and sua mpnit so tb say-r-dniw atteittioA to the bprder problem or rather, as he would like it to be seen, to 

pra^at^ it^RlitpraveBiientof tdadont ben^^ epuntry recover the Indian territory that had been under Chinese 
add. Ci^. kb d^«iur«'|hat ^'&nMet-Chir» suininit is pixupation for so long. Such a propaganda manoeuvre 
ibplilgbly.i^t too Ihr rioariy meant to Pmivey a estontiafly directed at domestic public opinion will not take 

nabiiiihip lia sc^t to n^ke ftirther t^e border dbpute with China much closer to a solution, ft 

! s the Ijpdiia Oahdhi award will also not help to muffle the Assonances in Indo-Sovieti 

litotlmSpjrim Gnibn^ which have become auAbie with president- 

to iridtse.thft 8*^ •' dorbariiev’s vbii:- 
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Left Squabbles 

IT u a pity that at a time when unity 
within die parUamoitary Left is cruaal for 
the emergence of a credible alternative to 
the Congress(l) on the one hand and the 
medley called Nauonal Front on the other, 
unaeemly squabbles are marring relations 
among the leftist parties. In West Bengal, 
the RSP (Revolutionary Socialist Party) 
apd the FB (Forward Bloc) have fallen out 
with the CPI(M) and other partners of the 
nding Left Front In Andhra Pradesh, the 
CPI and the CPI(M) are embroiled in a 
running battle, the former accusing the 
latter of appeasing NTR in his pro-land¬ 
lord policies. 

There can be differences over the 
policies of the parliamentary Left—their 
assessment of the country’s socio-econo¬ 
mic situation, thdr characterisation of the 
Indian state, their identiflcation with the 
Indian government on matters like 
defence, foreign policy, etc. But one has 
to acknowledge that compared to the 
CongressG) and the various centrist and 
rightist parties ranging from the Lok Dai, 
Janata to the BJP, the leftist parties till 
recoitly have been enjt^ng some credi¬ 
bility among the people. The reasons are 
not far to seek. First, in the popular 
psyche, Left leaden like Namboodiripad 
or Jyoti Basu still remain idenufied with 
norms and values of a political past which 
are ootuideied superior to those followed 
by the Antulays and J tB Patnaiks, the 
Devi Lais and NTRs. Nearly everyone in 
our counuy. whatever his/her actual con¬ 
duct may be; responds emotionally to the 
idea of honesty. The leftist leaders 
voice—and appear to practise—a code of 
conduct which was, and on the whole still 

is, believed in, even by people who violate 

it. Secondly, compart to other parts of 
the country, the Left-ruled states—W»t 
Bengal and Kerala—*have been free till 
now of the communal riots and caste 
violence that have been plaguing other 
states. In spite of initial bunglings, the 
West Bengal Left Front government seems 
to have been able to defuse the explosive 
situation created by the GNLF agitation 
in Darjeeling, for ^e time being at least. 
Maybe, it took lessons from its counter¬ 
pan in Dmura where the Left government 
failed to counteract the TNV agiution at 
the right moment, and had to pay the 
price by losing tlw state; Lastly, in the 
popular psyche again, the leftist patties 
ate identifled with the cause of the 
workers and peasants. Their rhetoric is 
dinerent from that of Devi Lti or Tikait, 


mood iMid Attitude l-itit iMaMAtiyi' 

The intrudon of itiav^ks ^ twta 
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Samant notwithstanding, in the all-India 
trade union movement the Marxist Left 
parties still enjoy the loyahy of an organis¬ 
ed core of dedicated vwij^ing class cadre. 

These popular beliefs and expectations 
about the Left have reiafbrced the image 
of an honest, secular and pro-poor 
political alternative among the voters in 
Kerala and West Bengal, and inspired the 
hope of the expansim of this Left alter¬ 
native to other parts of India. It is this 
image which is getting battered, thanks to 
the recent bickerings among the Left. In 
West Bengal, although the RSP minister 
Jatin Chakravarty has not been able to 
prove his allegations against chief minister 
Jyoti Basu. the entire episode has left a 
bad taste in the mouth and some of the 
mud will remain stuck. In Andhra 
Pradesh, the differences between the CPI 
and the CPl(M) seem to be more on an 
ideological plane than bn the personal 
level of exchanging allegations of corrup¬ 
tion. The CPI(M), for reasons best known 
to itself, has been consistently supporting 
the repressive and corrupt regime of NTR, 
even to the extent of accompanying the 
BJP in attending NTR's ‘tamasha—the 
’Mahanadu’ of the Iblugu Desam—at 
Vijayawada, all in the name of unity with 
‘left and democratic forced to fight Con- 
gress(l) authoritarianism. The CPI has 
formed an alternative left and democratic 
front in the state with the AP Lok Dal, 
the RPl and the Marxist Communist 
Party of India to prevent the anti-NTR 
feelings from going in favour of the Con- 
giess(I) which is trying its best to capitalise 
on the popular disillusionment with the 
Telugu Demm government. TheCPI(M)’s 
refusal to join this front md stay instead 
loyal to NTR have created bad blood bet¬ 
ween the two communis parties. 

If the Left parties want to operate 
within the parliamentary system—as they 
are committed to doing—the least that 
they can do to emerge as an alternative 
is to remain united and rally their 
ftatunented following. Unless they im¬ 
prove their performances in the states 
where th^ ate in power particularly in 
areas like dvic fadlides, pidice adnunistia- 
tion (in Wsst Bengal un^r the Left Front 
regime the police have been afiowed to run 
berserk, and kill prisoners in lock-tqrs), 
industritd relations (in West Bengal again, 
thousands of workMV have been thrown 
out into the streets by recalcitrant 
employers who have closed down their 
factories), their cldm u a viable alter¬ 
native is bound to sound hoQow to the 
voters in the next elections. 


IT is remarkable how deep-seated is the 
anti-working class bias of oUr ruling class 
politicians who are so eager otherwise to 
advertise their commitment to ‘sodalism’. 
This was in evidence once tmain at the so- 
called national tripartite seminar on 'link¬ 
ing wages with productivity^ in New Delhi 
this week. The president of Assocham 
(one of the three assodations of industry 
sponsoring the seminar together with the 
IIA with no involvement of any workers’ 
organisation) bemoaned Uiat while pro¬ 
ductivity in Indian industry had not only 
been low in absolute terms but increases 
in it had been negligible or even negative, 
wagm of workers had been recording steep 
increases. Coming from a spokesman of 
industry, this was nothing new. What was 
noteworthy, however, was that the industry 
minister, J Vengal Rao, inaugurating the 
seminar, enthusiastically echoed the sen¬ 
timents of the Assocham president. “Any 
sustained increase in the remuneration of 
t^e workforce in the onianised sectors... 
can be, aud indeed should be, financed 
only by corresponding and sustained in¬ 
creases in productivity’’, he declared. The 
implication was clearly that, as the 
As«x:ham president had daitned, increases 
in workers’ wages hitherto have been in 
excess of what would be justified by in¬ 
creases in productivity. 

In their article in this journal ('Real 
Wages in Indian Industry', October 29), 
Bagaram Thlpule and Ramesh C Datta 
showed, using dau from the Annual 
Survey of Industry conducted by the 
goverrunent, that between 1960 and 1983 
value added by manufacture per worker 
at constant (19M) i»ices rose at an aniemge 
annual rate of 3.6 per cent, whereas the 
real wages of workers rose by no more 
than 1.S per cent annually over the period. 
Confirming this jricture; it was ftirther 
established that there had been a con¬ 
tinuous decline in the share of workers^ 
wages in value added by manuihctiirs; 
fRMn 43.6 per cent in 1960to 30.2 per cent 
in 1983. These figures certainly do not 
show that the rise in workers’ eaniingt in 
organised industry have been outstth^frfng 
that in productivity, as daimed by q)olM> 
qien of industry and at endorsad by the 
union industry minister. 

The figures am the government’s own. 
It is a shame that Vmgal Rao ignored 
them and dMse huund to crswfilhi^ 
to industry’s loftg ongoing Hsbe peofm- 
fsoda about wages sod product}^ by 


fioQiioiaieaadBaBtictt «Mtiy< 


2300 



' ': 

support. ' ' ' ' 

> ■ . ' ' , 

pak^an 

Political Fnrties on Trial 

PAKISTAN'^ polity hu liimi projected into 
a democnttic climate witli« veniteance After 
II yean of military hile, When most of the 
histituiions of democracy had either dis¬ 
integrated .'through disuse or had been 
systematicaiiy dismantled, the cotintry has 
in a diott per^ of a coupieof months been 
sharply prodded into contending wHh all the , 
problems of ‘free and fair Sections’ (n a ' 
tiourgeoia democracy. If the repdru of the 
election-eve euphoria, admittedly touched 
with a certain desperation, are an^lUng to 
go by, the polity has responded with en- 
thush^ to the stimulus of elections. This 
is notwithstanding .the low voting figures of 
,50 per cent, partly due to. the last-minute 
court order requiring voten to obtain idoi- 
tity cards. But the n«t few weeks will tell 
if the political parties can respond to the 
challenge and are able to achieve a working 
democratically-elected government. 

That despite the rigging,^which appears 
to have been selective rather than massive; 
Benazir Bhutto’s Mdstan People’s party has 
turned out to be the largest single party is 
signifleant. Not because the had 
outlined any particularly well-defined 
political programme: Nor for that matter 
had any of the other political parties, 
including the. left alliance which seems to 
have vanished without a tmee. The PPPW 
sueons is significant because among the ftu- 
ton which wme seen to affect the political 
fortunes of the PPP were the numeraut 
ethnie groups, eqiecially in Sind where the 
party had assured support. Intmstin^, thp 
ethnie ftclor does not aimear to haw played 
a nMijoc rOle eacqrt.ia the cue of CM party, 
the Mohajv (>iannhbhu. wiftiaprimarlly 
urban IbPowing compritiag Stadhi Im* 
migrante. The Pi^ lus captured 92 luts, 
emeigiag u the tingle largest party in the. 
Nadonal AsiemUy. It la the MQM with 13 
teats whldi could make a Mg .dKCnenee to 
BenaMfk chances of faeading^towtvhant 

Them luufts are eertgi^ gft indkidloB 
that the FW$ prbmiie of g bnM4-based 
pOUtfeal M-ujp with the pattichMdoo of an 
groups hw-tttaimptaed ougr thi impaal of 
ethnie platfOrms. Notoidyli diiioridMit In 
the ftadonal Assembly icmdtfc hut eMt the*. 
prov lii dM . .e>e ct |gimhiBitmwiiii^ or' 
km MmShcpi^tM M 9ia4>^^|hmh«<H; ^ 

haiU.'d|Ml.'i'...:gm^^9«^.ha ihCff.If 
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'll^ile'dililplicaM itt.";;Hnd 
.trtejdii The provincial council electiont in 
l*tmiab,.tii Which the PiFP has won 94 tears 
a^amthe IDA's 108; hgtrevcMed the same 
picture: 

Sigidfkanlly, maiv of the prominent can- 
didatu primarily etponsuvtuppoit for Zia't 
islamiiation pro|ramme have suffered 
defeat. Among them arc Ghulam Mustafa 
Jaroi, former prime minismr Mvhammcd 
Khan Juiiiejo and Pir Pagam *’ho have lost 
tolessknoWn PPP cand^tes in Sind.The 
provincial council elections have alto pro¬ 
duced some surprisea^aretaker chief 
ministers of the North tMwern Frontier Pro¬ 
vince and Sind, Fazlc Haq and Akhter Kazi 
respectively, have iost, u alto Wtii Khan, 
head of the Awomi Naiipiul Fhrty. These 
results are u indicative of atejection of Ziafs 
policies, particularly of hit Islamitation u 
they are of support for Benazir. But this 
should not lead to an underestimation of the 
politiciU influence wielded by the Islamic- 
oriented parties, via those with religious 
authority u well u throtqth the goverrunent 
machinery in the provinces which hu been 
Zia-ised during his term in oftlce; Benazir’s 
and other PPP leaders’ repeated statements 
to the effect that PPP’s opposition was not 
to Islam, but to the authoritative official 
interpretation which Zia sought to impose; 
ttkes note of this political foci. 

' Smilarly; n*P hu had to counter the pro¬ 
paganda that it wu anti-military. Benazir 
is aware that no party in Pakistan todgy can 
afford to ignore the demands of the military. 
Clearly, the fact that the army hu pltyed 
akeyroleinthepeaccfuloonductoftheelec- 
tkms is tantamount to its oonfidenoe that the 
victors, whoever they m^ be, acknowledge 
this. Benazir’s post-electim conference with 
the army chief. General Mirza Aslam Bqg 
underlined her earlier statements ruling out 
any interference with the military. Asked if 
she would, when in goverainent. takb a deci- 
skm on cutting the defiftice budget, she (s 
reported io .hiveieplied, ‘^SurelK if you want 
to hivifehwitial law”. In other words, despite 
her rhetoric about the country needing a 
profeieioaal army and “not a poiitiod 
army^.ahe hu eilcntly acknowledged that 
the army injfect hu a great deal of political 
dout 

Aa of nbm there is a great deol ctf political 
fhiid^ in Mittga. It ig aoiewort&y thu all 
the eafelliif poGticM paitfes whose support 
is being avfdty sought by both the PPP and 
the IDA seem to be piaj^ a waiting game; 
Preeideot Ighaq on his part. is. scrupulously 
treading the conttltutioaal' path, to far at 
anyratm’'' ■ . 

liiUlX^.PiOiWER 

A Oift Hone to Be 
l4>olGed In the M^th 

-.OOpl^feC^lEV^ visit to IndiH hu icwfewl 
y^dm. eoniinvmriai ieiae,jbnpottisig niieleu 
jripBM feOto.tlieBoiiiet Vnion for Kogdaii- 


kolam in 'femil Nadu, India vrilf buy twd 
1.008 MW VVER^ypenuclcwplanttftoal : 
the Soviet Umon at a cost of ab^l US S l-S 
billion. There ere two tertout impUeatiogs 
of the indo-Sovkt agreement. First, theef*' 
f<Kt of the proposed pianu on the locel 
people and environmem. Second, the safety - 
upeci of the VVEB-type nudeu planit. 

The Depariment of Atomic Energy, u fer 
u can be atcertaiBed, hu not done any 
Envbonmenial Impact Astusment Study at 
the situ at Koodankulam beftne tdccting , 
them for installing the nudeu plants. Such 
attcgsinent studies ere now being presented 
to the public by the autboritfes in the west' . ' 
whenem sites are chosen for setting up . 
nudeu plants. According to environmen: 
taUsts, any accident in the tmopoud 
Koodonkidam pianu could affea pgt^ in . ^ 
a large numbu of towns spread ovgt ’Btmil ' 
Nadu and Kerala within a 77 km be^ Aj^ 
from the etwiroameiital huardt. ihg uta- ' 
blishment of the plants will result in the hn- - 
mediate eviction of the people, of 
Koodankulam village hsdf along widi ihpse 
living in two other neighbouring villages, * 
toiallingabout25A10.Fttrtha, fuming ae- * 
tivities in the region of around 10 km fttmi..; 
the nudeu plants will have to.be curta^. 
resulting in the eventual eviction irffermers 
from the neuby villages. ViUogen in the 
Kaityakumui d^rict.uv which Koodan¬ 
kulam feJls have already started iHotcsthig 
agaiut the proposed nudeu plants, and 
several meetings have been held, MghBghtlng 
the possible dangus from the pianu 
and urging the government to swto their 
utablishment. 

Soon after the union cabiiret decided in 
April this year to buy the two Mants, the 
Indian government signed'an ayreemeu 
with the International Atomic Energy 
Agency (IAEA) on Septembu 26 wl^ 
waived aU safeguards for the two WEfU^ ' 
1000 MW nudeu jdants. Undu tire agru^ 
meat tiie IAEA vdll not undertidte si^ 
guards inspection of tiiese pianu qnthetBon- . 
dltion thu India returns the spent ftid ftnin 
these plants to the Soviet Union. It ndeds 
to be pointed out thu the spent ftwt is ac¬ 
tually dangerous radioactive waste from 
whidi weapons-grade Mutoitiam can be 
extracted. The radioactive waste will have to 
be transported by road from Koodankulam 
to some south Indian put, and ftom there 
by ship to the Soviet ports covering a long 
route through the Antoian sea. the Sues 
Canal, tire Me^terranean, the English 
Channd tmd finsriy the North Sea. One can 
well imagine the possible hazards that such 
a voyage poses to the countries thu lie on 
the way. 

The safety record of the. VVER-type 
nudeu Mams hu not been prop^ 
enaniined by the Dq^ttmem of Atomic 
Energy, A group of nudeu sdentistt com- 
misiioned by the Greenpeace laumatiomd 
alter the April 1986 Chernobyl accident hu 
made a sti^ of WER-type nudeu planti; 
Headed by Dr Hdum Hindi, the group, 
iwamined the, records df 28 currently ftinc- 
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oKieni Europe tndiniiScied 
at leatt 10 amoni theni for lack of proper 
iPec^ismt. 

^Accordiag to diplomatic aourees, the 
Soviet Union itidf has decided to stop 
iiMtaUini fresh VVER>type nuclear plants in 
its territory and is fanning to set up 
underground nuclear plants in the future. 
Public protest in the S^et Union following 
the Cli^obyl disaster had been so over¬ 
whelming that the government had virtually 
been forced to abandon at least three up¬ 
coming nuclear power plants at Ode-ssa, 
Minsk and Krasnador. 

In view of all this, why should India be 
buying these plants and laying the founda¬ 
tions of a future Chernobyl in Kanyakumari. 
instead of passivdy accepting the Atomic 
Energy Act, Section 18 of which prohibits 
disclosure of information about nuclear 
power plants, the opposition parties must 
come out openly demanding from the 
government all the relevant information 
relating to the hazards posed to public health 
and environment by the nuclear plants. It 
is a shame that at a time when in the west 
the governments are having second thoughts 
on the wisdom of setting up nuclear plants, 
here in our country politicians of all hues 
are clamouring in an obsessive death wish 
for the same time-bombs. . 

SECURITY FORCES 

^Rapid Deployment’ 
Syndrome 

A Corwipondenl writes 

THE success of the commando operation 
by the Indian expeditionary force in Male 
B^nst the comic-opera coup there^ staged 
by an amateurish tneicenary crew can hai^y 
be repuded as having been so dazzling as 
the circle of admifRS around Rgiiv Gandhi 
b trying to impress upon the Indian public, 
obviously with an eye to the prospective 
rounds of Sections. Iliis, however, does not 
negate the iimate signifkimoe of tte venture 
which reaQy does not lie so mm^ in what 
a ^ known Indian columnist has ap- 
phnidlngly wdcomedas INhabingtoo’s acoq>- 
tanoe of the "regional policeman’s role of 
India?. At more impor^t, indeed sinister, 
are the impiioations of this commando 
capacity.built up by the Indian government, 
in rdation to the country’s Ailer^ pditics. 
Controlled as thqr are by unscrupulous 
powereee to i who have ooo^stently demon- 
stiuMd their contempt fnr democrat norms 
and egaStarian vatnea, mack forces with 
sopliimicated arms and trsJning could, and 
in aD likdlhbod wiU, be used for tiuasldng 
loetfised but tegitimatc diall en gcs of the 
nbettoHs masses to the existing social and 
p oHtk al power structutes. 

It doqtplU;ates ^ piatier Airthcr that it 
is dot pidy the Congtnsd) ndets who are 
'•wddadtoih&.inMnMdfcmally popdar *apid 
dipipjiliMit’strategy, in iniCTial iKd^ 


icceitt UNI tcpon from Chandigarh lepbrted 
the Haryana home miitiHcr’s im/Haiion that 
400 conlinandos were to be trained by a 
speciaiist training centre in Delhi. He-also 
added that the centre was providing the state 
with 1,250 sten guns and an additional 100 
jeeps for upgrading the local police forces' 
striking power. These sophisticated arms and 
specialist armed forces at the command of 
the Devi Lai government, zealous defender 
of the Jat Kulak interests, as it is cannot be 
confidently counted upon as the swords and 
shields of a populgr democracy. 

A matter of somewhat greater concern is 
that the radical and democratic forces in the 
country, including the CPI and the CPi(M). 
now entangled in the bureaucratic admini¬ 
stration in two states as they are, do noi seem 
to register or react to the ongoing process 
of strengthening the punitive machinery of 
the class state. Perhaps the concern for ‘law 
and order*, irrespective of the character of 
that law and order, has become the predomi¬ 
nant consideration for them as much as it 
seems to have become for the Soviet 
Union—witness the press report from 
Moscow that the head of the south Asian 
desk of the Soviet foreign ministry, 
A 1 Beolokovsky, supported the Indian 
action in Maldives and is “satisfied that law 
and order in the island have been restored”. 

CIVIL RIGHTS 

Mounting Assault 

A Correspondent writes. 

THE police raj which has prevailed for so 
long in Punjab in particular sinrc the im¬ 
position of president’s rule in that state, 
finally reached Bombay last month. On 
Octoto 13, Jagmohan Singh, a teacher at 
Jaihind Coilege, Paramjit Singh and Kuldeep 
Singh were arrested by the Bombay police 
under the Iknrorist and Disruptive Activities 
(Prevention) Act, 1987. 

Jagmohan Singh and his family had been 
harassed the police prior to his eventual 
wrestr For five ^ys after the arrest he was 
not allowed to meet his family or lawyer. 
During this period the pdke alleg^y 
tcuturM him and extracted a ko-called ’con¬ 
fession* from him. Later, when he was to be 
produced in court on the court’s orders to 
retract his confesuon, the police iMfced him 
oflT to Naahik to prevent his appearance in 
court. He could ftnaOy sign the retraction 
of ^ ’confession’ only on. Novnnber 1. 

On the same dsQr Dalip Sittgh, vice- 
prindpal and head of the department of 
history at Khaisa CoBege; and a member of 
the seonstariat of the Indto People^.Human 
Rights commission, was arrested under the 
'Rnoiitt Act The poUoe did not even inform 
his family of his arrest Neither was he 
produced in court in Bombay. Dalip Sngh, 
Jaguwhan Singh and Aramjit Singh were 
taken by a team of Punjab poikonan to 


Puqjab where riwy have been remanded to 


• police custody till November.23. Nobody, 
including their lawyer, has been allowed Id 
meet them. 

These arrests, especially that of Dalip 
Singh, sent shock waves in the Sikh com¬ 
munity in Bombay and frightened its leaders 
into silence. Their only reaction was of 
disbelief, anger and despair. Even as the 
police claimed ‘substantial* evidence against 
the accused, specifically the two teachers, 
alleging their close links with terrorists in 
Punjab, it refused to share this evidence with 
anyone. It is quite likely that Dalip Singh 
and Jagmohan Singh have been arrested 
primarily because of their political beliefs 
and their strong views against the systematic 
mishandling of the Punjab situation by the 
central government, the repression of inno¬ 
cent Sikhs in Punjab and the centre’s indif¬ 
ference towards the victims of the massacre 
of Sikhs in Delhi and other places in 
November 1984 and its steadfast refusal to 
bring the guilty to book. 

It was a sad reflection on the so-called 
cosmopolitan reputation of this metropolis 
and a grim reminder of the gradual com- 
munalisation of public perceptions in the 
country that ocept for a handful of activists 
from civil liberties organisations and a few 
concerned teachers, very few p<Mpk wwre 
willing to protest against these arrests 
under the IkTrorist Act. Even,thc Bombay 
University and College Ibacher’s Union 
reacted to the arrest of two of its members 
only belatedly and half-heartedly. 

These arrests are in a sense the first 
political arrests in Bombay since the end of 
the Emergency in 1977. They once again 
testify to the enormous scope for abuse of 
the Ibrrorist Act against politically vocal 
persons—after its abuse against worken and 
trade unionists in Gujarat and political 
activists in Andhra Pradesh. 
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PALESTINE 

Realism and Foresight 

THE Kcently concluded I9th se»ion of the 
Pelestinian National Council IlPNC) at 
Algien was truly historic. Firstly, the 
unilateral declaration of an independent 
Palestinian state in the West Bank and Gaea 
Strip with Jerusalem as iu capital. Secondly, 
the endorsement of UN resolutions 242 ai^ 
338, the key to a compromise solution to the 
conflict with Israel. 

UN resolutions 242 and 338, passed after 
the 1967 and 1973 wars, made no mention 
of Friestinians, referring to them instead as 
'refugees'. Resolution 242 calls for Israeli 
withdrawal from the territories occupied 
during the 1967 war—West Bank, Gaza, 
Golan Heights and Sinai Peninsula (the last- 
named was returned to Egypt in 1979 follow¬ 
ing the Camp David Accords). It ignores the 
national rights of the Palestinians. Resolu¬ 
tion 338, passed after the 1973 war, requires 
immediate negotiation on a “just and 
durable peace in the Middle East”. Inciden¬ 
tally, Isr^ has contravened most of the pro¬ 
visions of 242 and 338, yet the US insists 
that the PLO should endorse them, parti¬ 
cularly 242. It must be emphasised that the 
recent PNC declaration makes it clear that 
the PLO now accepts 242 and 338 not in 
isolation but only in conjunction with 
other UN resolutions that recognise the 
Palestinians’ -''legitimate national rights”. 

Endorsement of 242 and 338 by the PIX) 
has been interpreted as an implicit recogni- 
rion of Israel. The I^pular Front for the 
Liboation of Palestine (PFLP), the largest 
Marxist group within the PLO and the 
second largest group within the otgani.sation 
after l&tsser Arafat’s moderate Fatah group, 
rejected 242 and 338 at the PNC session. The 
Democratic Front for the Liberation of 
Palestine (DFLP), the third largest group 
within the PLO, also has differences with the 
Patah group met 242 and 338. However, as 
George Habash, the general secretary of the 
PFLP put it, he would “not give Israel a pre¬ 
sent” by splitting the PLO over the issue; 

The PNC declaration has, however, been 
greeted almost unanimously by the 2.2 
million Palestinians in exile (dispersed 
throughout the Arab world, Africa, Latin 
America, Europe and North America), the 
1.3 million Palestinian inhabitants of the 
)^st Bank and Gaza Strip and also the 
6,50,000-7,00,000 Palestinians who are 
Israeli ^tizens’. The PLO’s relation with 
Egypt could be expected to improve follow¬ 
ing the PNC declaration, so also with Jordan 
with whom, in the past, there have been deep 
mutual tensions. In July, King Hussein had 
announced Jordan’s legal and administrative 
disengagement from the Wist Bank, made 
it clear to the US and Israd that Jordan 
would no longer negotiate on behalf of the 
Palestinians and instead accepted the PLO 


as the sole representative of the Patesiiniims ' 
inhabiting the occupied West Bank and Gaza 
Strip. 

It is said that the Soviet Union has played 
a not too insignifleant role in bringing the 
various political factions of the PLO 
together and has worked hard to persuade 
them of the need for realism, thus streng¬ 
thening the voice of moderation. The 
political climate of enhanced superpower 
detent also contributn to creating a 
favourable environment for a peaceful, 
negotiated settlement. However, Israel— 
especially with prime minister Yitzhak 
Shamir and the right-wing Likud bloc that 
believes in holding on to every inch of what 
it calls Greater Israel—refuses to deal with 
the PLO. US president-elect George Bush 
has described the PLO's acceptance of 242 
and 338 as “a forward step” but Washington 
wants the PLO to “renounce terrorism”. 
Arafat has “renounced terrorism” time and 
again but what the US presumably means 
is that the PLO should delete the reference 
to armed struggle in its founding charter, the 
Palestinian National Covenant. 

The I^estine question has acquired a new 
urgency. The PLO has made significant com- 


pfoimises in oTtfef to make’po^bU! the eoii- 
vening of an itttematidnal conferepce. It is 
now for president-dect George Bush to rtiap- 
praise Washington’s hjiddle East policy. 
Bush will have to persuade Israel to respond 
favourably to the PLO's compromises. 
Instead, Washington is demanding that the 
PLO truike further concessions. As George 
Habash metaphorically put it, the PLO was 
being asked to “take ott its jacket” at the 
Algiers PNC. “After the next PNC we will 
be asked to take off our shirts. Then we will 
be made to take off our trousers and we will 
arrive in our underwear. You can imagine 
what they will do to us then!’ In other words, 
how many more concessions will the PLO 
have to make before it is allowed to join the 
peace process? 

\hsser Arafat may be allowed to visit New 
York to address the UN General Assembly 
in the next few weeks. The PIG has shown 
sufficient realism and foresight in making 
it clear that the Palestinians are prepared to 
live with the Israelis as neighboura provided 
the Israelis too accept their right to self- 
determination in historic Palestine: Indepen¬ 
dent statehood may seem like a long haul 
at present but it is now for the US and its 
protege Israel to respond positively. 


BUSINESS 


SU)CK MARKET 

Boom with a Sound 
Foundation 

IN a rare display of amazing strength and 
stamina the stock market has come a long 
way sinM about the end of Match when 
it stood at or very close to its bear market 
lows. Except for a minor correction lasting 
about four weeks (Jane 9 to July 7) and 
a brief pause in the last week of October, 
equity price indices hove kept moving up 
and up, leaving the February 1986 all-time 
highs way b^ind. By Novembm' 18-21, the 
financial Express equity price index for 
Bombay had moved up by 80.S per cent 
from Its year’s low touted on March 28 
and it st^ 42.8 per cent above its 1986 
high mark. The all-India index rose by 
74.3 per cent and stood 30.6 per cent 
above its 1986 high. 

Oalal S|reet is indeed in a state of gi^ 
abandon. The stockbroking community 
has never had it so good before and it 
hopcftilly looks fwward to still better dgys 
ahead. For, unlike the 1983-86 boom 
which was essentially speculative and 
lacked the support of good corportte per¬ 
formance, the current spectacular b^m 
is based on the solid foundation of 
massive institutional fovestment san>ort 
and it reflects the inofound duuige in the 


economic scenario in the wake of the ex¬ 
cellent monsoon. The corporate news has 
of late been encouraging. With all the 
conventional eomomic indicators (except 
balance of payments) pointing upward, 
government persisting with its market- 
oriented approach to dealing with 
economic issues and the financial environ¬ 
ment distinctly favourable; corporate per¬ 
formance is expected to shw farther 
marked improvement. All major com¬ 
panies are pushing ahead with modemisa- 
tion/expansion/dlversiflcation plans. 
Above aU, institutional investors haw now 
kcquited a big stake in Uie equity market 
and being flush with funds they keep 
looking for opportunities for profitable 
investmmit, Th^ have emerged as a major 
force to reckon with in assessing the 
outlook for equitioi. 

Speculative activity, of course; con¬ 
tinues to be the mainstay of an over- 
w hrfmlngly lMge number of WocldmAcra, 
more paitieularl)i in Bombay—the eoun^ 
try’s premier markat Some 12 script ht tbe 
'specified' lilt aecormt fw more than half 
of the total turnover on the cachange: In 
the carii section, ilie avetage nuinber of 
scrips traded on aiqr day seldom exceeds 
12 to 14 per cent of the listed securities 
(over 4,50(9 and the total tumover hi 
gmeraily much lert Umh hi 'the 73 
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.emphasises tfie iteed for. eirly imfmve 


traded in the cash Motion is so Very small 
in relation to the number of listed 
securities it is mainly because of the poor 
^rftjrmance of the concerned companies 
for a variety of reasons-~the quality of 
management bdng generally the key 
factor. 

Jt is signifleant that despite the 
pr^ominance of speculative element, the 
spectacular rise in equity price indices is 
due more to the phenomenal rise in cash 
scrips than In speciried scrips. The BSE 


ment in computer facilities. This will call 
f6r fairly targe investment in modern 
equipment and in additional manpower. 

' Where does the stock market go from 
here? There can be no easy, and convinc¬ 
ing answer to this apparently simple ques¬ 
tion. The market is now moving in an 
altogether unexplored territory. It is not 
possibletheiefore to indicate any probable 
resistance add support levels. There are no 
well-defined norms for determining that 
the price of a .scrip would rise only thus 
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rent boom, the shares of teasing/finance/ 
investment companies as also of soybean 
processing companim remain out of 
fevour with most shares quoted well below 
par. 

The past few months have witnessed an 
enormous increase in, the volume of 
business. The number of daily transac¬ 
tions in Bombay has gone up from around 
30,000 (during .April-June) to around 
1,00.000 (October-November). What is 
morn the increase has been more pro¬ 
nounced in respect of cash shares—the 
avenge daily transactions having gone up 
from around 10,000 to S0,000. Not many 
Stockbrokers an able to cope with the in- 
ovase in the workload. Hie stock ex¬ 
change administration also is not ade¬ 
quately equipped to pioccss promptly tlw 
business reported by the members. This 
has led, to tremendous pressure on the 
computcv.systeni resulting in occasional 
tuqiensiqa ^ ttading and extension of the 
■ettkqMot pevio^ causing ffreiHt inconve- 
htence fo i^«;invesior CwnmunUy. This 


queue. The remarkable buoyance in the 
secondary market, appreciation in the 
value of their existing holdings and the 
relative cheapness of new issues which are 
on offer at par or at small premium have 
drawn prospective investors to the new 
issues market in increasing number. 

There is now a welcome awareness on 
the part of merchant bankers, financial 
institutions and stockbrokers of the im¬ 
perative need to appraise the issu« more 
carefully to avoid a repetition of the un¬ 
fortunate happenings in the 1985-86 
boom. Investors too have become quite 
alert and they would not easily allow 
themselves to be taken for a ride. These 
ate welcome developments which should 
make fort healthy growth of the capital 
market which has emerged as an impor¬ 
tant source of funds for the industry. 
While promoters with proven track record 
can go on their own, it will be necessary 
to strengthen the institutional framework 
to support new entrepreneurs, especially 
technocrats, with sound projects. 


TWENTY YEARS AGO 

£PIK, November 30, 1968 

For a country of India’s si» and 
location, the sky could be the limit to 
defence expenditure. Its magnitude I 
now is huge enough to merit a close 
look at its precise objectives, and a 
thorough scrutiny of tlw techniques by 
which these objectives are sought to be 
achieved. Major inc^neases here can 
significantly upset Fourth Plan 
$ and resouRT mobilisation, 
there has been much debate 
feasibility of various rUter- 
wth rates for the economy, 
:>cen no parali<*! evaluation 
proh’diis, nor a search of 
and cheaper means of at- 
ence objectives, lb take only 
re, (he numerical strength of 
>-ns doubled sometime back 
.s deficiencies remained in 
ind communications which 
: faciors in mobility. More 
e on these with fewer men 
; augmented fighting power 
creasing the total bill. 

★ w ★ 

>ali Congress now returning 
oiitics will be on the whole 
five force in contrast to its 
retensions when it was in 
t years ago. Even last yesu'’s 
' the patty’s political comf 
emphasis^ the urgent need 
'ough the land reforms pro- 
iut now Che Congress has 
jnd to the view that in the, 
current political situation the primary 
needs are (he unity of all "nationalist 
and democratic” forces, “orderly pro¬ 
gress”, and defence of the “integrity 
and independence” of the country, lb 
harp on issue.s like land reform, it has 
been suggested, will be to play into the 
hands of the communists. 

WWW 

Whatever else the prime minister’s 
Latin American safari might have 
achieved, it certainly did one thing and 
that is to lend a measure of respec¬ 
tability to the man who has done 
everything in the past few years—with 
overt as well as coven Anglo-American 
assistance—to thwart democracy in 
Guyana. The man is Forbes Burnham, 
prime minister of Guyana, who played 
host to Indira Gandhi. Burnham calls 
himself a democratic socialist but ia 
kept in power only by the support of 
the US government and CIA funds. 
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STATISTICS 


Index Numbers of Wholesale Prices 


Vsriation <pcf twit) 


(1970-71 = 100) 

Weight 

All Commodities 

1000 

Primary Articles 

417 

Food Articles 

298 

Non-food Articles 

106 

Fuel, Power, Light and Lubricants 

85 

hdanufactui^ Products 

499 

Cmt of Living Index 

Base 

For Industrial Wirkers 

I960 100 


Latest 

Week 

(S-lt-88) 

436.4 
416.7 

417.4 
374.9 
671.3 
413.0 


Over 

Last 

Month 


March 

in 

In 

In 

In 

26, 1988 

87-88+* 

86-87 

85-86 

84-85 

4.5 

10.6 

S.3 

5.7 

7.1 

5.9 

13.2 

5.2 

2.0 

4.8 

9.6 

11.0 

6.6 

6.8 

6A 

-4.0 

22.9 

6.4 

-lOJi 

-2.3 

0.6 

6.4 

6.8 

11.9 

L6 

AA 

9.8 

4.9 

11 

6.0 


\hriation i 


For Urban Non-Manual Employees 
For Agricultural Labourers 


Money and Banking 


1984-8S Vc 100 
July 60 to 
June 61 100 


Latest 
Unit Week 
(4-11-1988) 
Rs crore l';77,899 


Money Supply (Mj) Rs crore I';77,899 

Net Bank Credit to Government Sector Rs crore 94,390 

Bank Credit to Commercial Sector Rs crore 1,13,149 

Net Foreign Exch Assets of Banking Sector Rs crore 5,496 

Deposits of Scheduled Commercial Banks Rs crore 1,31,090 


Foreign Exchange Assets** 

Index Numbers of Industrial 
Production 
(1980-81 == 100) 


Rs crore 6,282 

Wdghts Latest 
Month 
(April) 
1988 


Over 

Over 

Over 




Last 

Last 

March 

In 

In 

In 

Month 

Vbar 

1988 

87-88 

86-87 

85-86 

0.8 

8.2 

7.0 

9.1 

8.8 

6.5 

0.7 

7.9 

5.4 

9.6 

7.9 

7.9 

2.0 

13.5 

7.1 

9.8 

4.8 

4.8 



Variation (per cent in brackets) 


Over 

Over 

Over 




Last 

Last 

March 

In 

In 

In 

Month 

\bar 

25, 1988 

87-88 + + 

M-87 

85-86 

2,147 

24,529 

15,254 

20.870 

21,627 

14,423 

(1.2) 

(16.0) 

(9.4) 

(7.0) 

(18.3) 

(13.9) 

-293 

13,625 

10,281 

12,652 

12,822 

6,555 

1,554 

14,791 

7.614 

10,079 

10,576 

10,963 

772 

719 

35 

673 

1.251 

13 

805 

19,934 

13,516 

14,850 

16,723 

13,160 

,(0.6) 

(17.9) 

(11.5) 

(14.5) 

(19.6) 

(18.2) 

-40 

-643 

-856 

-507 

604 

197 



(-.6.6) 

(0.8) 

(24.0) 


Averages for* 
1988-89 1987-88 


_ Variation (per cent) 

Tn in in 

1986-87 1985-86 1984-85 


In 

1983-84 


General Index 

100.0 

173.7 

172.2 

153.5 

8.9 


8.7 

8.6 

6.7 

Basic Industries 

39.4 




9.4 


6.8 

11.1 

6.0 

Capital Goods Industries 

16.4 




18.2 

10.6 

3.0 

11.7 

intermediate Goods Industries 

20.5 




4.3 


7.5 

9.7 

9.8 

Consumer Goods Industries 

23.6 




5.3 

12.5 

7.2 

1.6 

Durable Goods 

2.6 




19.5 

18.7 

21.6 

16.1 

Non-Durabie Goods 

21.0 




2.6 

11.5 

'5.1 

-0.4 

Notr. The index numbers of industrial production by use-based classification are not available beyond March 1987 



Foreign Tirade 

Unit 

Latest 

Cumulative for* 








Month 










(Aug 88) 

1988-89 

1987-88 

1987-88 

1986-87 

1985-86 

1984-85 

1983-84 

Exports 

Rs crore 

' 1,467 

7,313 

6,125 

15,719 

12,569 

10,895 

11,744 

9,771 






(25.1) 

(13.4) 

(-7.2) 

(202) 

(11.0) 

Imports 

Rs crore 

2,289 

10,797 

8,544 

22,343 

20,201 

19,658 

17,134 

15,831 






(10.6) 

(^8) 

04.7) 

(8J) 

(lOJ) 

Balance of Dade 

Rs crore 

-822 

-3,484 

-2,419 

-6.624 

-7,632 

- 8,763 

-5,390 

-6,060 

Employment Excdiange Statiatlcs 

Unit 

Latest 

IWlAfIth 

Cumulative for* 








iviVllila 

(June 88) 

1988 

IM7 

1987 

1986 

1983 

1984 

1983 

Number of Applicants on Live Registers 

Thousand 

29,412 

29.412 

30,524 

30,247 

30^131 

26,270 

24,861 

23,034 

(as at end of period) 





(0.4) 

(14.7) 

(6.0) 


0«4) 

Number of Registrations 

Thousand 

628 

2,654 

2.717 

5,465 

3,473 

5,824 

6,220 

6,736 




(-0.2) 

(-6.0) 

(-0.2) 

(-6.0) 


(-8.0) 


Number of Wcancim Notified 

Thousand 

50 

292 

301 

621 

616 

683 

707 

827 




(0.8) 

(-10.0) 

(0.8) 

(-10.0) 

(-3.4) 

(-15.3) 

(0.9) 

Number of Placements 

Thousand 

28 

179 

161 

360 

356 

388 

407 

486 




(1.1) 

(-S.2) 

(1.1) 

(-M) 

(-4.7) 

(-16.3) 

. (23) 

Inoome 

Unit 

1986-87* » 

1985-86++ 

1984-85 

1M3-84 

1982-83 

1981-82 

1^81 

IfTitgO* 

Gross Domestic Produa (current prices) 

Rs crore 

2,60,584 

2,333<» 

1.9QJ88 

1,72,704 

1,45,961 

1,30,770 

1,22,2% 

95358 

Gross Domestic Product (1980-81 prices) 

Rs crore 

1,62,326 

1,56,083 

61,838 

59,541 

55^060 

53.470 

1,22.226 

47491 

Per Capita Income (1980-81 prices) 

Rupees 

2,975 

2,721 

1,791 

1,781 

1,687 

1,686 

1,627 

664 


* For current year upto latest month for which data are available and for corresponding period of last year. 

** Excluding gold and SDRs. 

-I- UiMo latest month for which data are available. 

4- 4- Provisional data. 

9 At 1970-71 prices. 

Nous (1) Snperscript numeral demnes mwitb to which figure relates, e g, superscript* intficates that the figure is (bf Jaauaiy and so on.' 
(2) Figuras in brackets denote percentage variation over pieviout period. . \ . 







COMP/mES 


LUBRIZOL INDIA 

4 mpre 98 ive Profit Mai^gin 

LUBRIZOL INDIA, a public sector 
undertaking, manufacturing a wide range 
of ctaemicti additives, will be installing 
facilities for manufacture of vicosity index 
improver/pour point depressant, high- 
base pimiate, magnesium suiphonate and 
high molecular weight dispersants. The 
company will also manufacture poly alfa 
olerins and polybutenesi According to the 
chairman, P K Rudra, the main thrust 
areas in the next few years are indigenisa- 
tion of marine diesel oil additives, 
multifunctional fuel additives, and syn¬ 
thetic lubricants. 

The company has continued to main¬ 
tain the increasing trend in production of 
additive intermediates and components. 
During 1987-88, the volume of in¬ 
digenously produced additive inter¬ 
mediates was about 86 per cent of the 
total additives blended and sold by the 
company. Production of finished additive 
packages inclusive of solubilising agents 
was 31,857 tonnes registering an increase 
of about 8 per cent over the production 
of 29,445 tonnes in 1986-87. The total pro¬ 
duction of indigenously made additive 
intermediates/components during the year 


was Z^A^0 tonnes registering an increase 
of about 8 per cent over the total produc¬ 
tion of 25,407 tonnes during 1986-87. 

A number of new formulations to meet 
the requirement of high performance 
motor oils have been introduced during 
the year. There has been a phenomenal 
growth of 92 per cent in the .sale of dif¬ 
ferent types of 2T oil additives during the 
year. Marine lubricants for ocean-going 
vessels are currently imported. The 
company is collaborating with a major 
customer oil company to secure engine 
builders approvals for marine lubricant 
formulations based on indigenous ad¬ 
ditive systems. Shipboard trials are in pro¬ 
gress on these candidate formulations. 
The company, in collaboration with 
customer oil companies, evolved multi¬ 
grade railroad oil formulations for diesel 
locomotives to meet the railways' objec¬ 
tive of improving fuel economy. These 
candidate oils are now undergoing track 
trials on Indian railways. The company 
has initiated an action plan to introduce 
fuel additives, usage of which improves 
the fuel oil quality and engine perfor¬ 
mance leading to fuel-economy. Field 
evaluation studies have been initiated and 
the results so far have been encouraging. 

Hie company has fared very well during 


The Week's Companies 


(Rs Lakh) 



Uibrizoi 

Mohan Meakin 

ton Pxchanae 


Latest %ar 

Last Vear 

Latest year last Year 

Latest year 

Last Vkar 


31-3-m 

3I-3-S7 

31-3-n 

31-3-87 

30-4.88 

30-4-87 

Paid-up Capital 

480 

480 

425 

425 

194 

% 

Reserves 

2627 

2060 

970 

937 

1113 

614 

Borrowings 

609 

1132 

I960 

1694 

704 

753 

of which Tbrm Borrowings 

609 

710 

410 

307 

163 

153 

Gross, fixed assets 

2495 

2269 

2099 

1915 

1079 

990 

Net fixed assets 

1658 

1595 

850 

689 

700 

633 

Inveitments 

90 

— 

90 

90 

155 

24 

Current liabilities 

96S 

1067 

1645 

1649 

1329 

1213 

Current assets 

2933 

3144 

4061 

3927 

2431 

1989 

Stocks 

2226 

2267 

t514 

1495 

640 

559 

Book debts 

262 

7P 

1481 

1380 

1412 

1170 

Net sales 

119S3 

10917 

7467 

7178 

3356 

2958 

Other income 

36 

36 

314 

276 

221 

108 

Raw materia] costs 

8790 

8462 

2466 

2526 

2049 

1710 

wages 

327 

290 

1117 

1049 

412 

389 

Inteiest 

108 

180 

297 

2% 

125. 

87 

Gross profit (+)/loss (-) 
Depredation providon 

1424 

919 

317 

304 

256 

185 

234 

167 

89 

105 

56 

51 

Rut Provision 

482 

301 

86 

134 

53 

24 

Net profit <-»-)/lost(-) 

68S 

451 

142 

65 

147 

110 

Inveftmam allowance reserve 

— 

87 


— 

— 

— 

Ihuufcf to reserves 

Dividoui 

S68 

256 

32 

1 

119 

91 

Amount P 

.... 

108 

_ 


— 

— 

E 

120 

— 

64 

64 

28 

19 

Rate (per cent) P 

— 

—■ 


— 

— 

— 

E 

25 

22.50 

IS 

IS 

20 

20 

Cover (times) 

Rartes Brer cent) 

5.73 

4.30 

2.22 

1.01 

5JI5 

5.79 

Qtptt.pibA/Mles 

Na proflt^papital employed 

1151 

22,14 

8.42 

17.75 

4.24 

10.1ft 

4.23 

4.77 

7,63 

13.67 

6.26 

23.66 

lavniodMAalflt 

17.75 

20.76 

20.» 

20.83 

19.07 

18.90 

iVkib/talH 

2.73 

X65 

14.96 

14.61 

12.28 

13.15 



.Na«eiqiMr26i 198|.. 


1987-88 with sales rising from the previous 
year's Rs 109.17 crore to Rs 119.53 crore 
and gross profit shooting up to Rs 14.24 
crore. from Rs.9.19 crore, reflecting an 
impressive increase in profit margins. Net 
pront is also considerabely higher at 
Rs 6.88 crore (Rs 4.51 crore). The com¬ 
pany has been progressively increasing the 
rate of dividend after the last restructur¬ 
ing of equity base in 1980. Starting from 
II per cent for 1981-82, the rate of divi¬ 
dend has been progressively increased to 
22.5 per «rnt for 1986-87. For 1987-88. the 
directors have recommended payment of 
dividend at the rate of 25 per cent ort thh 
paid-up capital of Rs 480 lakh. The 
enhanced distribution is covered 5.73' 
times by earnings as against 4.30 times 
previously. 

MOHAN MEAKiN 

Lower Tax Provision 

MOHAN MEAKIN has maintained gross 
profits to sales at 4.2 per cent. However, 
due is lower provisions for depreciation 
and taxation, net profit to capital 
employed is higher at 10.2 per cent in 
1987-88 compared to 4.8 per cent in^ 
1986-87. The unchanged dividend of 15 
per cent is covered 2.22 times by earnings 
as against 1.01 times previously. 

ION EXCHANGE 

Steady Growth 

ION EXCHANGE (INDIA) has recorefed 
a gross profit to sales ratio of 7.6 per cent 
in 1987-88 against 6.3 per cent in 1986-87. 
However, net profit to capital employed 
has drastically declined from 23.7 per cent 
in 1986-87 13.7 per cent in 1987-88 due to 
higher provisions for taxation. The direc¬ 
tors have proposed a final dividend of 10 
per cent making an unchanged total of 20 
per cent. Fully convertible debentures 
allotted to the shareholders in August 1^ 
were converted into equity shares in 
November 1988 as a result of which the 
paid up capital of the company increased 
from Rs 96 lakh to Rs 194 lakh. These 
shares will be eligible for dividend on a 
prorata basis. Bonus shares, allotted on 
four-for-five basis, win qualify for fuU 
dividend that may be declared for the 
period ending March 31,1989. The distri¬ 
bution is covered 5.25 times by earnings 
as against'5.79 times previously. 

Hydranautics Memberances India, the 
venture with Hydranautics of Uie US, is 
expected to commence commercial pro¬ 
duction of reverse osmosis membranps at 
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its factory in Gujarat in JanuaG^ >989. 

The company’s dnieni operating In a 
pait'of western India'have floated a public 
company named TEl. Industrial Services' 
for rendering after-sales service to 
customers. Based on the experience of 
similar companies set up in south India, 
it is proposed to invest not more than Rs I 
lakh in the equity share capital of the new 
company to ensure better after-sales 
service to the company’s customers. 

PUNJAB ALKALIES 

Reduction in Energy 
Costs 

PUNJAB ALKALIES AND CHEMI¬ 
CALS made a net profit of Rs l.SO crore 
on a sales turnover of Rs 22 crore in 
1987-88 against a net loss of Rs 1.06 crore 
on a sales turnover of around Rs 16 crore 
in 1^6-87. According to the chairman, 
A S Chatha, domestic production of 
caustic soda was 7.72 lakh tonnes in 1987 
as against 7.11 lakh tonnes last year. The 
domestic industry’s capacity utilisation in 
1987 was around 67 per cent. This is an 
improvement over the figures of the last 
4«S years when caustic soda was imported 
onOGL at ‘recessionary’ prices. Caustic 
soda is now in the list of canalised items. 
Domestic demand is expected to be 10.5 
lakh tonnes in the next four years, which 
caii be met with the current level of in¬ 
stalled capacity. 

Electricity accounts for almost two- 
thitds of the variable cost of production 
of caustic soda. According to Chatha, the 
introduction'of metal anodes and the 
imported ACPD system has resulted 
its significant savings in electricity 
consumption. 

The downstream units—stable bleaching 
powder plant and two chlorinated paraf¬ 
fin wax units—are already in operation. 
A hydrogen^ compressing and bottling 
plant and another CPW unit is likely to 
be commissioned by the end of the cur¬ 
rent financial year. 

PADMATEX ENGINEERING 

Autoconeiss on OGL 

PADMATEX ENGINEERING of the 
Arvind Mafatlal group which manufac¬ 
tures automatic cone winders (autoconers) 
in collaboration with Schlafhorst (West 
Germany) and draw frames in collabora¬ 
tion with Zinser (West Germany), is 
expected to be sorely affected by the 
recent decision of the government to 
permit OGL imports of autoconers at 
nottumd (25 per cent) import duty osten- 
sib'y in order to promote yarn exports. 
The company has recently bagged aJRs 29 


order for draw frames from Ifcchnoprom- 
import of the Soviet Union. The machines 
are (o be delivered in 1989. 

The company suggests the following 
options to the government—(1) remove 


export benefits to local manufacturers;, 
O) levy a higher im^rt duty;' and 
(4) increase the export benefits to yarA 
exporters iii order to compensate theih for . 
the higher cost of indigenous madiihery. 


IN THE CAPITAL MARKET 


Grasim Industries 

GRASIM INDUSTRIES (formerly 
Gwalior Rayon) proposes to issue 92,85,714 
12.5 per cent secured, redeemable, partly 
convertible debentures of Rs 70 each at 
liar aggregating Rs 65 crore to finance 
in part the expansion of its cement plant 
at Jawad (Madhya Pradesh) from one 
million tonnes to two million tonnes 
based on dry-process technology at a 
capital outlay of Rs 145 crore. Out of the 
present issue, 71,42,857 debentures total¬ 
ling Rs 50 crore are being offered to 
existing shareholders on a preferential 
basis in the ratio of 7 debentures for 
every 40 equity shares held on the 
enhanced holding owingj to the recent 
bonus issue, subject to a minimum of 10 
debentures to each equity shareholder. 
Another 4,64,286 debentures amounting 
to Rs 3.25 crore have been earmarked for 
employees and working directors. The 
remaining 16,78,57] debentures ag¬ 
gregating Rs 11.75 crore are being offered 
to the Indian public Each debenture of 
Rs 70 shall carry an obligation on the 
part of the company to allot, in lieu of 
Rs 35, one equity share of Rs 10 each at 
a premium of Rs 25 to the debenture- 
holder on March 31, 1989. 

The issue opens on December 12. 

K G Gluco Biols 

K G GLUCO BIOLS. promoted by 
Glindia, formerly Glaxo Laboratories 
(India), in association with the Karnataka 
State Industrial Investment and Develop¬ 
ment Corporation (KSIIDC), is making 
a gross public issue of 24,09,900 equity 
shares of Rs 10 each for cash at par ag¬ 
gregating Rs 240.99 lakh. The company 
is setting up a plant to manufacture dex¬ 
trose monol^drate, liquid glucose and 
maltodextrin from maize: The know-how 
is of course that of Glaxo (UK). The 
plant is being set up at Gokak in 
Bcigaum district of Karnataka at a 
capital outlay of Rs 23 croie. Commer¬ 
cial production is scheduled to start by 
mid-1989. The plant, which will have a 
cap^ty to process 50,000 tpa of maize, 
is situated in a maize growing belt. 

Dextrose monohydrate (DMH) is 
mainly used in the manufacture of sor¬ 
bitol, which is used in the production of 
Vitamin ‘C’, pharmaceuti^ syrups and 
toothpaste Sorbitol is widely used 


abroad in cosmetics like sun tan lotion 
and as a dilutant for injectables. Liquid 
glucose is chiefly consumed by the phar¬ 
maceutical industry for use as a granu¬ 
lating agent and as a vehicle for oral 
syrups. It is also used in hardboiled 
sweets, cough lozenges, in biscuit 
manufacturing and as a sweetener in 
beverages. Maltodextrin is a starch based 
sweetener that provides ‘body’ for a food 
product without increasing sweetness, 
while retaining the calorific value. It 
could also be used as a filler in infant 
milk foods as well as a bodying agent in 
ice-creams. Ibday the major usage is in 
milk based health beverages and thirst 
quenching or salt replenishment beverages. 

According to O . Pereira, a company 
director, a fair amount of backward inte¬ 
gration is envisaged since Olindia’s pro¬ 
duct line requires a lot of these products 
as inputs. Moreover, by-products like 
residual maize, maize germ, fibre, gluten 
and corn-steep liquor together make a 
livestock feed tor both cattle and poultry. 
Glindia markets animat feed supple¬ 
ments. So the company will not have any 
problem in marketing its products and 
by-products. 

The issue opens on December 5. 

Essen Computers 

ESSEN COMPUTERS is entering the 
cappital market with a public issue of 7.5 
lakh equity shares of Rs 10 each at a 
premium of Rs 30 per share aggregating 
Rs 300 lakh. Of the issue: 1,87,500 equity 
shares are set apart for preferential tdlot- 
ment to flnancial institutions an|l 
2^15,000 equity shares to non-resident 
Indians and persons of Indian origin, 
residing abroad. Three lakh equity shares 
are bong offered to the Indian public. 
The company, ‘manufactures’ the SN- 
PC, SN-PC/XT and SN-PC/AT personal 
computers and SN:73 mini computer 
systems. The group has collabora-., 
tions/technical tie-upi with C Itph/TBQ, 
Emulex Corp, .Faraday, Samsui^, (TTX 
Ikiwan, Ibei Qectronks, Beehive and C 
Dot, etc. The book value of the share is 
Rs 68.82 and the earnings per share are' 
Rs I4.3S. 

The issue opens on December 7, loir 
NRls and on December 12; for th«t 
Indian public. 
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Speculation over what could have happened had Maulana Azad_ 
continued as president of the Indian National Congress for a few 
more months in 1946 and had statements on behalf of the party 
emanated from him and not from Jawabarlal Nehru would be 
alto^ther idle. And yet, what is idle is not necessarily pointless. 


HAVING siud it, he has to deny having 
said it. For dushman connot much more* 
than a run-of'the mill enemy; it is the 
enemy who is also evil personiHed. This 
prime minister that we have does not 
suffer from any ambivalence in thought: 
those daring to oppose him and his party, 
he genuinely believes, are not ordinary 
enemies, they are the nation’s enemies as 
well, enemies who are evil personified. 

But that sets a problem. You are sup¬ 
posed to put to sword the nation's 
enemies. Besides, those who happen to be 
citizens of the country and yet turn out 
to be its enemies would be ipso facto 
guilty of treason. By the prime minister’s 
reasoning, members of parliament belong¬ 
ing to the opposition are a treasonous lot, 
so too the chief ministers and ministers 
belonging to the eight or nine state 
governments run by opposition parties. It 
would thnefore be the prime minister’s 
pnmal duty to ask the president to dismiss 
these state governments, and explore legal 
processes whereby members of the oppo«- 
tion, who according to his judgment are 
guilty of treasonous conduct, are put out 
of harm’s way. He could not have it both 
ways; he could not publicly assert that 
' tome citizens were up and about trying to 
play Judas to the nation, apd yet do 
nothing about it. Once he had said what 
he had said, should he fail to take ap¬ 
propriate measures against those whom 
he regards as the nation’s enemies, he is 
unfit for office; and should step down. 

This is the bind he has got himself inta 
Nrither has he the political strength to get 
the opposition-run state governments 
dismiss^ nor can he think of himself 
quitting. Not that he does not mean what 
he states, but he cannot aHhid to have the 
courage of his convictions. He therefore 
has to deny that he had said those offen¬ 
ding words. This is a free country, one can 
he a sneak and a coward at the same time. 

Of course the prime minister was imiul- 
|png in rhetoric, and rhetoric often rolls 
'into hyperbole But because he is the 
prime minister, responsibility of a spedal 
kind devolves on him; even in moments 


of stress, he has to choose his words 
carefully. Some of those whom he 
blundei^ into describing as the nation’s 
enemies he has put in the National 
Integration Council. He is supposed to 
counsel with them and seek their advice 
on tile crucial issues affecting the nation’s 
security and integrity. Since consorting 
with the enemy is itself a treasonous 
conduct, where does that leave the prime 
minister? That apart, as deep calls to the 
deep, hyperbole too calls to counter- 
hyperbole. Should political exchanges be 
reduced to such levels, no fixed co¬ 
ordinates would be left for the nation: any 
allegation or accusation would then be 
legal tender, and intolerance would 
be king. 

What adds a touch of irony to the 
episode is that the occasion the prime 
minister made use of to give vent to his 
bile was the one his party had set aside 
to espouse the cause of national inten¬ 
tion. The opposition-parties have reacted 
predictably to his now-retracted statement. 
Irrespective of whether we have the Lok 
Sabha poll during the current cool season 
or during the next one, it is going to be 
a surcharged climate henceforth. A few 
cynically-minded ones will of course pro¬ 
ceed further: they will doubt whether 
elections will at all be held any more, 
and adduce the evidence of the prime 
minister’s not-kept-in-the-record state¬ 
ment in support of their doubt. It runs in 
the household, they will siyr, this streak 
of authoritarianism, and the Indian 
people will have ip reap as they sowed. 
They were a worried lot; the diversities 
which perforate the nation were threaten¬ 
ing to assume ominous proportions. This 
they were determined to prevent, by 
whatever means. A totem, they thought, 
could do the trick, providing a symbol 
around which the nation’s diverse sections 
could gather together. The household was 
accordingly iitstalled as the dynasty, it wilt 
be a matter of dispute whether what now 
obtains can pass for national umty, but 
the dynasty cannot be faulted on that 
score. It has titled the role it was expected 


to tin. A Sizeable number from witiiin the 
nation wanted to place the Household on 
the pedestal. The housdmld has not foiled 
them. It has stuck like a leech to the 
pedestal. Whoever wants to dislodge it 
from that position is an enemy of the 
nation. Pearls are a nuisance, remarked 
Raymond Chandler in a given context. It 
is eleaions which are a nuisance will be 
the judgment of the dynasty in India. The 
prime minister's withdrawn-from-the- 
recoid comments perhaps merely reflect 
his state of peevishness; if the grammar 
is to be observed, he has to face eleaions 
in about twelve months’ time; this goes 
against the grain. 

Nonetheless, this nrimc minista has 
a certain adv 2 .'iiage. Since he is not 
butdciicd with an excessive knowledge of 
history, he can, with perfect honesty, re¬ 
count history in his own manner, and 
without being encumbered fay faas. For 
ritual’s sake, Mahatma Gandhi’s name is 
still mentioned, either as a footnote or as 
an afterthought, otherwise the prime 
minister can with all sincerity proceed 
with the assumption that India is what his 
grandfather and his mother had made it: 
the dynasty created India; the dynasty 
created the party; the interests of the 
dynasty, the party and the nation are one 
and the same; therefore whoever opposes 
either the dynasty or the party is the 
nation’s enemy. It is a simple enough 


If your re wondenns what happened to 
the evil rights movement 
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groups all over India 
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a powerful one. And wfiether odiers agree 
with the point of view is rendered into an 
irrelevance once all dissent is considered 
to be treasonous. 

The thirty pages of Maulana Abul 
Kalam Azad’s memoirs, heid back fiom 
the public for thirty years, are a bit of a 
spanner in the works. That these thirty 
pages were locked up for thirty years is 
itself a curiosum, or perhaps not at all so. 
Azad’s autobiography, India Wins 
Freedom, was posthumously published. 
That these pages were excluded from the 
volume when it first got puiilished was not 
in accordance with his decision. The 
excision was decided upon by the person 
who, having taten notes orally dictated by 
Azad, dressed them up in English and 
prepared the text for the press. This par¬ 
ticular person was then a secretary to the 
government, of which Jawaharlal Nehru 
was the prime minister. The publication 
of the thirty pages would have jseen em¬ 
barrassing to Nehru, and therefore to the 
secretary to his government. The latter 
chose to hold back the pages, and had the 
sagacity to consult his prime minister, who 
approved of this aa of censorship. 
Sagacity pays, in due course, the secretary 
became a minister. 

Thith will be out, even if with an en¬ 
forced lag of thirty years. Not that the 
Maulana’s observations on Jawaharlal 
Nauru’s role during the pre independence 
negotiations quite qualify as a revelation. 
The facts were already known, and lesser 
beings had already reached their private 
judgment: a few leaders, Nehru to the fore 
amongst them, were in a scampering 
hurry to take over in New Delhi, egged on 
by the imperial masters from whom they 
were to take over, they did not mind 
offering a slice of the country to 
Mohammed Ali Jinnah if that would ad¬ 
vance the date of transfer of power, their 
only condition was that they must exer¬ 
cise unttamelled power over the bit of 
India left with them. At the mid-point of 
1946, Jinnah and his Muslim Le^e had 
rene^ from the demand for Pakistan 
and were committed to accept the pro¬ 
posal of the Cabinet Mission to have a 
federation of India made of three con- 
stituem quasi-autonomous groups. That 
it were one or two intemperate statements 
by Jawitolal Nehru which provided the 
opportunity to Jinnah to go back on his 
commitment is also fkirly well docu¬ 
mented in history. The problem with 
history has however always been that you 
can sl^ the pages which do not suit you. 
The lifting of the veil over the hitherto 
censored part of Azad’s autoWography 


Witt nuAnile sefecdue hMMy 

somewiiai sMue awfcwarl ITw isnycyed 
admirers tji the dynasty wm comtHiae to 
pretend that it created India. Given the 
vrei^t of Azad’s authorUy„ it wiH now be 
difficult to shrug off the fact that the 
dynasty’s misdoings aciuidly largely con¬ 
tributed to the creation of Pakistan. 
Somewhat of an unfortunate coincidence^ 
the reinterring of the Maulana’s pages has 
overlapped with the beginning of the 
celebrations to mark the dynasty's 
centenary. The Maulana too can be 
retroactively described as an enemy of the 
nation, or as a crank suffering from 
frustration because he was not made 
prime minister, but that would mean too 
many excisions of the pages of history; 
besides, the harm has already been done. 

Speculation over what could have hap¬ 
pened had Azad continued as president 
of the Indian National Congress for a few 
more months in 1946 and statements on 
behalf of the party emanated from him 
and not from Jawaharlal Nehru would be 
altogether idle. And yet, what is idle is not 
necessarily pointless. Fbrhaps the British 
would then have been held to their words 
and forced to transfer power to the federa¬ 
tion with its three quasi-autonomous con¬ 
stituent groups. Perhaps the three groups 


Or periiapa Aey'waM not tdmt 
they wouM have bdowed wWi tte ftdea- 
tion. Or peiii^ps they would not have, 
Since Mohammed Ali Jinnah, already 
suffering from wasting tubereulo^. 
disappemed frotHthe scene by the autumn 
of I9M, it could have been, who knows, 
a different kind of ball game had the 
original proposal of the Cabinet MMaion 
bem given a chance Bangladesh »it now 
is, Sind, Baluchistan, the North-West 
Frontier Province and, finally, the whole 
of Punjab would and then have ronained 
as part of the Indian federation. New 
Delhi too would have continued as the 
seat of the federal administration. But 
since each of three groups would have a 
persona of its own as behoves the consti¬ 
tuent of a true federation, the federal 
government would be shorn of its imperiid 
halo. Who knows, the dynasty would then 
either not have been there, or would have 
shared power humbly, in the best tradi¬ 
tions of democratic non-centralism, with 
others, And none would have dated to 
describe the parties in the opposition as 
the nation’s enemies. 

Perhaps the dynasty took the long view. 
Such a non-imperial, non-colonial India 
would not have been to its liking. It chose. 
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FROM THE IVORY TOWER 


Money Stock, Velocity and Monetary 
Savings 

Arun Ghoah 


change in August 1978, and for 1978*79 
this ratio suddenly jumps to 1.58, which 
is obviously not realistic. (The derived 
figures ol demand deposits, based on 
Menon’s figures of ciurency in cimdation 
in Statement 1 and the ratios in Stale* 


It is »inty that emt our monetary statistics—^about which there 
should in gaieral arise no Question of rdiabiUty—arb leagued by 
arbitrary, avoidable and indeed unjustifiable changes in definition 
and clarification. 

THE recent article by K A Menon on to rely more on the long-term behaviour 
‘Reserve Money, Money Stock and Money of M, rather than M,. But then, it is 
Multiplier, 19^1988* {EPW, October 8 ) precisely in the rapidly diverging trends of 
is a refreshing one which, as the author M, and Mj that many questions and 
himself hinted at in his concluding para, issues arise; and so one is constrained to 
raises a number of important questions, bemoan the proclivity ol our statistical 
It would be useful to pose some of these authorities to change the basis of dassi* 
questions while people’s recollection of fication without warning, without ade- 
Menon's article is still fresh. There are quate consultation among experts, or even 
many riddles that arise in one’s mind on careful thought on their own part, thereby 
a perusal of the available data on the creating problems of comparability of 
GDP, the stock of money (and its com* data over time, 
ponents), and the rapidly increasing total The problem of using a long-term scries 
of Hnancial savings in the economy over m respect of M, becomes apparent when 
the past decade and a half. one takes a look at Statement 3 in 

But before going into-basic issues, one Menon’s article (p 2124). Menon has 
may legitimately ask: why did the Reserve worked out useful monetary ratios. 
Bank of India, staffed by economic ex- among them, the ratio of currency to de- 
perts of repute decide to change the basis mand deposits. This is seen to decline 
of calculation of demand and time steadily from 2.60 iri 1960-61 to 1.00 in 
deposits in August 1978? Prior to 1978, 1977-78. But then comes the definitional 

as indicated by Menon, “the maximum 


ment S. would be Rs 8,232 crote in 
1977-78 and Rs 5,959 croie in 1978-79, 
which as stated earlier, is just not possi¬ 
ble.) Such a pity that even our monetary 
statistics—about which there should in 
general arise no question of reliability- 
are also plagued by arbitrary, avoidable, 
indeed unjustified changes in definition 
and classification. (By the way, going back 
to the Currency and Finance P^ports of 
earlier years, one (mda that though the 
figures of den,dnd deposits given in, say, 
the Currency and Finance Report for 
1980-81 in respect of March 1977 and 1978 
are different irom the figures derived*' 
above, the type of ‘kink’ observed remains 
in the offlcisdly published senes also, with 
no atternpi to give comparable figures.) 

let us first examine the velocity of cir¬ 
culation of broad money (Mj) from the 
figures of money supply derived from 
Menon’s figures and of the GOP at 
market price as given in NAS 1987. Before 
giving the figures, a tew clarificatory 
remarks aie in order. First, vie seek 
recourse to NAS 1987 because the revised 
series published in NAS 1988 goes back 
only to 1980-81, and there are no corn- 


amount (out of savings deposits] that 
could be withdrawn without previous 
notice was regarded as demand liability 
and the excess as time liability”. A perfect¬ 
ly valid criterion for the classification of 
savings deposits into current and time 
deposits, since the former involves com¬ 
mand over totally liquid assets. But ap¬ 
parently the definition, did not satisfy 
some banker; so, as indicated I 9 Menon, 
“subsequently, this method has been 
amend^ and the average of (he monthly 
minimum balances in a saving account on 
which interest is credited is now regarded 
as time Uability and the excess over this 
amount as demand Uability”. Quite clear¬ 
ly. some purist felt that since money, qua 
money, cannot earn interest ’merdy 
holdi^ it over a period, the classification 
of savings depodts must be changed. It 
was forfotten that the essential quality of 
money la liquidity; and it is really the 
degree of liqukUty which should deter¬ 
mine the dlosiflcation of financial assets 
into money, near mcmey. and other assets. 

A great pity, this sudden change of 
definnion without an adequate d^tc; 
and a greater pity that the Reserve Bank 
did not produce a paralld leriet over a 
year or two to cnam the researcher 
‘yplicsf the two series for ptitpoeas of 
amking oeg even an index of M,. Which 
iatpttes that; most purposes, we ought 


Tabi r I: Iw~ome Vriocn y of Cwculaiion of Moniy (M^) 


Yfear GDP at Currency in Veiocity of Currency plus Velocity of 

Market Price Circulation Circulation of All Droosits Circulatimi of 



(Rs billion) 

(Rs billion) 

Ctorency 

(Rs biihon) 

M, 

196041 

130.2 

19.6 

76 

39.3 

3.8 

1961-62 

1394 

20.6 

78 

42.7 

3.7 

1962-63 

171.0 

22.4 

7.6 

43.8 

3.9 

1963-64 

196.6 

244 

8.0 

47.6 

4.1 

1964-65 

230.4 

26.3 

8.7 

52.4 

4.4 

I96S46 

241.1 

28.4 

8.4 

58.0 

4.2 

196647 

276.6 

30.3 

9.1 

64.3 

4.3 

1967-68 

322.9 

32.0 

10.1 

700 

4.6 

196849 

332.8 

34.4 

9.7 

77 3 

4.3 

1969-70 

36S.S 

37.6 

94 

87.8 

4.2 

1970-71 

402.6 

41.4 

9.7 

102.4 

3.9 

1971-72 

433.7 

43.6 

9.5 

118.0 

3.7 

1972-73 

4794 

49 5 

97 

136 2 

3.5 

1973-74 

589.9 

S8.2 

101 

I6>;.1 

3.6 

1974-75 

696.7 

62.9 

111 

186.3 

3.7 

1975-76 

743.4 

652 

11.4 

210.1 

3.S 

1976-77 

802.0 

'»2.8 

11.0 

250.5 

3.2 

1977-78 

888.3 

82.3 

10.9 

3048 

2.9 

1978-79 

977.5 

94.2 

10.4 

363 2 

2.7 

1979-80 

I07S.4 

110.0 

9.8 

433.3 

2.5 

iM041 

1274.5 

123.7 

10.3 

510.1 

2.5 

1981-82 

1476.8 

1384 

10.6 

6014 

2.5 

1982-83 

1631.4 

1SS.3 

10.6 

690.9 

2.4 

1983-84 

1940.6 

1804 

10.7 

800.8 

2.4 

1984-83 

21434 

213.4 

100 

949.3 

2.3 

1985-86 

24354 

237.7 

104 

UU.2 

2.2 


Sources: NAS 1987 for GDP. K A Menon IBPW, October 8 ) for cunenty with public and ril 
depositi with commerciat banks. 
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Good run fw your mraiey” 



Abditfttiatkeq)sus 
ahvays w the run 


Essen Computers, the flagship Company of the Essen Group, has an incredible 
growth record One of the foremost manufacturers of personal computers and mini 
computers. Essen firmly believes in giving full value for money A corporate philosophy 
that has paid good dividends to its customers by way of consistent product performance 
An eloquent reflection is also seen in the turnover which has zoomed from Rs 1 8 lacs in 
1985 to Rs 1256 lacs in 1988, and net worth f''om Rs 113 lacs in 1985 to Rs 344 lacs 
in 1988 


The Company’s policy to'plough back its internal accruals into business over a 
period of time has created substantial reserves for the Company Essen Computers today 
has a book value of nearly Rs 69/- per Rs 10/- share and an earning of Rs 14 32 
per share 

Essen has received a letter of intent to enhance its present manufacturn-'g capacity 
to Rs 40 crores per annum In pursu't of this target, and with a view to broadbase the 
shareholding, Essen Computers will soon make a public issue of 7,50 000 equity shares 
ofRs 10/-each at a premium of Rs 30/-per share aggregating Rs 3 crores 

A unique investment opportunity for the uncompromising and shrewd investor to 
acquire Essen share at only Rs 40/- against book value of Rs 68 82 (without revaluation) 
Come, share the potential 


HIGHUGHTS 


Profit making diviclend paying company with incredible growth record. 

Present book value Rs. 68.82 per share (vnthout revaluation) and earnings per share of 
Rs. 14.32on Rs. 10/- share. 

Manufacturers ofthe popular S?4-PC, SN-PC/XT and SN-PC/AT range of personal computers 
and SN-73 mini comber systems. 

Largest fuDy airconditioned ^ant in the electronics complex at Gandhinagar, near 
Ahiriedabad. ^ 


Enhancement of manufacturing capacity to Rs. 40 crores from Rs. 12 crores. 

Wide market acceptance of the Cc^pany's high-quality, international standard products, both 


in India and overseas. 

Listing on Bombay aiid Ahmedabad Stock Exchanges. 


IcsueManagwibr' 

■nkoflndto 


Btfnbay4Q0023 


MstctisM flenlviB CkiMMi 
Si:«k Exchange lOikorv 
DmiSimmi fort 


CMAMP/kKLAL 
INVESTIweNT « 
FlNANiCtAL 


ESSEN 

COMPUTERS LTD. 

A-7 Electronics Complex, Sector, 15, Oandhlnagar, Gujarat382Q15. 
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parable ettlmiitet for previous years, 
whereas NAS i98T gives us a'series of 
GDP at (currant) nuuket price going back 
to 1960^1 Cat fact even earlier). Thie, NAS 
\9W gives GDP figures for recent years 
at a level higher than given in NAS 1987; 
but ^en, apart from improved estimates, 
the NAS 1988 also imputes an income 
from govemmoit (administration) build¬ 
ings not allowed earlier, and this imputed 
income has no relevance for the type of 
analysis now undertaken. Secondly, in 
deriving estimates of money supply (Mj) 
from Menon’s statements, we run into 
definitionat problems; currency plus all 
deposits is not M,. Nonetheless, the 
other components of money, supply (like 
‘other deposits with the Reserw Bank') are 
of a second order of magnitude, and may 
not affect the broad estimates of income 
velocity of circulation of M,. There are 
other problems, such as the accuracy of 
the derived estimates, but one can 
reasonably assume that apart from roun¬ 
ding errors, by and large one can rely on 
the estimates of 'all deposits’ derived from 
Menon’s article (on the basis of estimates 
of currency in circulation and the ratio 
between currency and ail deposits). 

Table I gives the estimated income 
velocity of circulation Of over 1960-61 
to 1985-86 derived on the basis indicated 
above. Since the figures of demand 
deposits ate not comparable, the table also 
gives an estimate of curren^ circulation 
(again taken from Menon) in relation to 
the GDP. The figures of velocity of M, 
are such as would cal! for closer examina¬ 
tion of both the data as well as the reasons 
for the observed behaviour of the changes 
in the velocity of circulation of M,. 

It may be reiterated that the total of 
currency and all deposits does not give 
Mj. Nevertheless, without going to 
original dau sources, this is as close as 
one can get to a mea.sute of M,; mid for 
present purposes, this estimate is good 
enough. After all, we are only looking at 
broad trends arui not deriving any precise 
coenidents giving functional relationships. 

It does appear strange that the income 
velocity of dreuiation of M, goes up bet¬ 
ween 1960-61 and 1967-68 quite signi- 
flcantly, from 3.8 to as much as 4.6. Why 
was tids happening? One discerns the 
same trend in r^pect of the velocity of 
curraicy, from 7.6 in' 1960-61 to 10.1 in 
1967-68. One may, of course; discount the 
two drought years of 1963-66 and 1966-67 
when the velodty of M, appears to dip 
slightly (though not for'currency, except 
for a small dedine in 1963-66); the drastic 
fan In Incomes in the two drought ^ars 
would obviously reduce velodty of dreu¬ 
iation In' these two years. 

The s^ady decline in the velocity of 
M, a(|er 1967-68—from 4,6 to 2-2, or by 
mote thaif: SO per cent over a period of 
eighte e n ytjars—needs an explanatioii. 
Other th^^ being equal, one would ex¬ 


pect that velocity of dreuiation would 
decline with increasing monetisation of 
the economy. This is simply demonstrated, 
if, say, SO per cent of the economy was 
monetised in l%7-68 (because of self con¬ 
sumption, barter in foodgrains, etc) and 
if the entire economy gds monetised by 
1983-86, one would expect velocity to 
become half of what it was in 1967-68. Of 
courst^ the needs of increased output enter 
into the picture as does increased supply 
of money. So the sharp decline in velocity 
indicates signiTicant monetisation over the 
period. 

Blit then one would expect the same 
thing to happen insofar as the velodty of 
currency is concerned. After all, transac¬ 
tions in the rural areas, involving the 
monetisation of a barter economy, would 
involve currency. And this is where one 
observes a totally divergent trend; the 
velodty of currency increases slightly, and 
then dips slightly, remaining more or less 
the same in 1985-86 as in 1967-68. This 
means really that the velocity of time 
deposits is quite low, much lower than that 
of currency (or of demand deposits for 
which we have not given figures in lable I). 
And since the proportion of time deposits 
ba.s been increasing rapidly in the past, 
overall velocity of M., must be coming 
down. 

There is another factor at work. One 
may expect the velocity of black money 
to be higher than that of white money. 
Black money is included in the figure of 
currency in circulation. This implies that 
on the one side the monetisation of the 
economy is likely to lead to a towering of 
the velocity of dreuiation of currency; on 
the other hand, any increase in the pro¬ 
portion of black money—with its higher 
velocity of circulation—is likely to lead to 
an increase in the velocity of currency. 
Perhaps these two contra trends have 
neutralised each other, the overall veloci¬ 
ty of currency remaining roughly the same 
over some twenty years. 

Can one estimate the proportion of 
black money from these data? That would 
imply an assumption in regard to the 
degree of monetisation of the economy, 
which is unknown. 

Let us see the type of results one gets 
in regard to the velocity of M, from the 
above data. In order to avoid the sharp 
. kink introduced after 1977-78, we may 
look at the estimates only for the earlier 
and later years. Table 2 gives the relevant 
figures. As would be seen, the table gives 
most interesting results. The velodty of 
dreuiation increases between 1960-61 and 
1967-68 (a post-drought year, one in which 
there was a good monsoon and a bumper 
harvest), and then declines to a level reach¬ 
ed by, say; 1964-65; from 1980-81 (allow¬ 
ing for the statistical reduction in the 
estimate of demand deposits), the velodty 
remains roughly the same as in earlier 
years dRcept for the year 1983-84 when 


it shoots up, only to come down the 
following year), incidentally, year-to-year 
fluctuations may arise from a variety of 
factors into which we need not delve here. 

It is only the broad secular trends that are 
meaningful in the context of the present 
discussion. The secular trend observed is 
one of reasonable constancy of the velod¬ 
ty of M,. 

One may conclude, therefore, that the . 
income velocity of circulation of M, has 
remained more or less unchanged over the 
past twenty-five years or so. Any effect of 
increased monetisation of the economy 
has been offset by other contra trends 
(e g, the supposedly higher velocity of -■ 
black money which is presumably increas¬ 
ing). If black incomes were therefore to 
be added to the figures of the GDP, velod¬ 
ty would come down slightly. 

In other words, contrary to the results . 
derived by many previous writers on tlw 
subject, there is no dectning trend in the 
velocity of circulation of in the, 
economy. That implies that the govern¬ 
ment cannot assume that an increase in 
‘reserve money’ is called for because of 
any possibility of reduction in the velocity 
of circulation of M, (arising from the 
progressive monetisation of the economy). 

Savings tN inf Form of 
Term Deposi ts 

Thus, our estimates of M,, and policy 
decisions based thereon—especiaily as to 
the velocity of circulation of money, and 
the scope for deficit financing arising 
from the declining trend of velodty—are 
based on wrong premises. In India, time 
deposits are more in the nature of finan¬ 
cial saving.s—one of the many forms of 
such savings—than a measure of the dr- 


Table 2; Veiocitv or Circulation of M, 



Currency 
in dreu¬ 
iation 
plus 
Demand 
Deposits 
(Ks billion) 

GDP at 
Market 
Price 

(Rs billion) 

Velocity 
of M| 

1960-61 

26.7 

150.2 

5.6 

1961-62 

28.3 

159.8 

5.5 

1962-63 

30.8 

171.0 

5.5 

1963-64 

34.5 

196.6 

5.7 

1964-6S 

38.4 

230.4 

6.0 

196S-66 

42.2 

241.1 

5.7 

1966-67 

' 46.1 

276.6 

6.0 

1967-68 

49.8 

322.9 

6.5 

1968-69 

53.7 

332.8 

6.2 

1969-70 

.59.5 

368.5 

6.2 

1970-71 

68.5 

402.6 

5.9 

1980-81 

208.1 

1274.5 

6.1 

1981-82 

237.2 

1476.8 

6.2 

1982-83 

263.9 

1651.4 

6.2 

1983-84 

302.5 

1940.6 

6.4 

1984-8S 

356.6 

2143.8 

6.0 

1983-86 

407.6 

2435.5 

6.0 


Sources: The same as for Thble 1. 
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culaflon of money gua money, 

A study of financial savings is a sub* 
ject by itself. Let usfonfine ourselves to 
an analysis of savings in Uie form of bank 
deposits only. Who owns them? And why 
do households—if indeed they are the 
owners of time deposits—prefer such sav¬ 
ings to other financial instruments with 
a higher rate of intetest/other tax beiwflts? 

latest Statistical Tables Relating to 
Banks in India published by the Reserve 
Bank (March 1988) gives, for the first 
time; a very dialled and near complete 
break-up of different categories of bank 
deposit^ as of end-March 1984. Let us ex¬ 
tract the column in respect of term 
deposits from these data. The estimates 
are given in Ihble 3. 

First, one must compliment the RBI for 
having not only significantly reduced the 
percentage of ’unclassified deposits’ but, 
more pcuticulariy, for pinning the uncla.s- 
sified category to among their broader 
groups, i e; institutions and individuals. 
For the former, the ‘unclassified’ deposits 
(at Rs 409 crore) account for only 1.2 per 
cent of term deposits; and the IS per cent 
of ‘unclassified’ deposits by individuals 
may be deemed to be largely of the 
category of professionals who perform 
diverse services (such as consultancy, etc). 

These data are therefore useful not only 
for examining the type of persons/institu¬ 
tions investing in term deposits but also 
in giving an idea of the enormous increase 
that has taken place of late in the perfor¬ 
mance of ‘personalised’ business services, 
which roust be taken note of by the na¬ 
tional income estimator. 

Inddentally. 9 per cent of the term 
deposits belong to foreigners/foreign 
companies and foreign governments. 


These data pertain to Maik^ f Hiid' 
year-to-year thuiadont ate not avs^ble. 
We do not know the /ncnemenAi/vkhic of 
such deposits; an^ow, it would be widl 
to remember that while these deposiu may 
be a part of domestic saving, they m not 
part of national saving. 

The other important point to note is 
that fully 15.4 per cent of time deposits 
are own^ by govermne^ and by the cor¬ 
porate sector. The savings of both these 
sectors are independently estimated (from 
budgetary and corporate balance-sheet 
data), and this part of time deposits has 
to be excluded from the estimate of sav¬ 
ings by the household sector. Also, 
although other institutions (like trusts, 
associations, clubs, etc)«re included in the 
household sector in our national ac¬ 
counts. these deposits are not part of per¬ 
sona) saving. 

But what is significant is that 40 per 
cent of te^m deposits are accounted for 
by farmers, wage and salary earners 
retired persons, landlords and house¬ 
owners, housewives and students. We ex¬ 
clude from this group traders, small 
businessmen and professionals and self- 
employed people, who account for IS per 
cent of term deposits, and ‘unclassified’ 
individuab who account for another IS 
per cent. If we add the latter two cate¬ 
gories, personal savings would be seen to 
account for as much as 70 per cent of term 
deposits with the scheduled banks. In 
other words though these data are avsula- 
ble with a significant lag, we now have a 
lot of meaningful data on the ownership 
of bank deposits. 

The question that arises is: arc the term 
deposits of the nature of savings kept in- 
deilnitely with banks? Why should an in- 


of teha deports t«)^. by 4^^ bf 

0iigh«r Intaest beui^UTluira, postal 
national sgvings certificates, etc? Is’the 
public experience wkh the latter fbrms of 
financial assets—in terms of the time and 
trouble involved in placing savings or in 
encashing them—such that some peoirie 
prefer to keep their savings as term 
deposits? Who are the people concerned? 

Is k that their savings pattern u si^ tlwtt 
they would not derive any (tirther tax 
benefit from UTI units or postal savings 
certificates? 

One must note in thu context that 40 
per cent of the term deposits are held by 
householders (or individuab) in their 
capacity as consumers/savers. b it possi¬ 
ble that these people accumulate savings 
in the form of term deposits with a view, 
to the purchase of tixed assets (like house 
property) later? What precisely u the ra- 
tioiiale behind householders keying thdr 
savings in the form of term deposits? 1 
confess to a sense of bafflement. 

Of course, one can understand traders, 
small businessmen, even professionab 
keeping thdr savings in the form of term 
deposits. With the facility now given by 
banks—of withdrawal of term deposits 
before maturity, by foregoing interest- 
business and professional people may 
prefer to keep thdr savings in the form ^ 
term deposits. It gives them liquidity (at 
a price); and in the event they do not re¬ 
quire the liquidity, their funds enjoy a 
reasonable rate of interest. 

Could it be that even individuals have 
the same objective? Depending on the 
answer, much of time deposits would be 
of the nature of broad money: but if the 
fadlity of premature withdrawal b never 
(or hardly ever) used, terrh deposits wouM 
in fact lose the character of money. 

The rapidly declining velocity of cir¬ 
culation of M, seems to support the lat¬ 
ter point of view, namely, that term 
deposits have the character of ‘savings’ 
primarily, and not that of a ‘monetary 
asset’. Would this be a reasonabb view to 
take? 

Some other interesting points emerge 
from the data on the ownership of term 
deposits. Nearly 9 per cent of such 
deposits are held farmers. This may be 
hailed as a sign of increasing moisrtisg- 
tion of the econonQR. One c^d hold a. 
contrary view; that thb b a sign of flagg¬ 
ing farm investment. That would not be 
such a good thing, frankly, b there any 
evidence (or irtdependent (kata) on tteaa-. 
tent of farm iiiv^imeiu? 

1 have stniyedgiMtIy horn the sul^ 
of money slock; and Jhme reBaiaedfinin . 
commenting on the concept of money 
multiplier—to what extent b.iiHbtiid be 
useful for determining the sa^ Qmit of 
reserve money creation—vnUi whfith t 
started Bnrhaib moK aaiqtetemiiiane^ 
«merts ih«y take up tim israa ’ 


Table 3: Ownership or Term Deposits in India 
(As of Last Friday of March 1984) 



(Rs Crore) 

Percentage 

(I) Government 

2,244 

6.6 

(of which foreign) 

(64) 


(2) Corporate (non-rmanciat) 

1,585 

4.7 

(of which foreign) 

(17) 


(3) Corporate (financial) 

1,396 

4.1 

(of which foreign) 

(4) Other institutions (including uninc enterprises; trusts; 
associations; educational and rriigious and other 

(1) 


unclassified instns) 

2,853 

8.4 

(of which foreign) 

(26) 


(5) Individuals and HUF 

25.478 

76.0 

(of whom non-residents) 

Break-up of the above: 

(1.996) 

(5.9) 

(a) Farmers 

2.987 

8.8 

(b) Traders 

1,784 

9.1 

(c) Small businessmen 

1,303 


(d) Whge and salary earners 

5,634 

16.7 

(e) Professionals ami self-employed 

2,056 

6.1 

(0 Retired persons 

1.474 

4.4 

ta) Landlords/houseowncrs 

1.109 

3.3 

m) Housewives 

1,923 

5.7 

(i) Students 

383 

LI 

0) Othets (unclassified) 

S/)30 

14.9 

Grand total 

33,793 - 

1004) 

(of which foreign/non-residents) 

(3404) 

(9.2) 


Sourer. RBI, Staiblical Thbles RelatlHg to Banks in India, March 198g 
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•Tetroar i w n md Rule «f Ijnv 

A G rfwMMBf 

la t95& What the fiesfeothfe Dettmkm JMI <dtaiiaed ttk mea m 
emataicy sHueekm wm pmse^ M /mSumna, Shoharjfimi 
pnmaed a ttniew Ima. Whether ia. htdki m Brioda M-k Be 
jurists to exandae these bms critiaiBy. 


IT is exactly ^Wenty years since civil 
disorders began in NcMhem Ireland in the 
walte of the procession (they call it mardi) 
in Londond^ry of October S. 1968. Ibr- 
torism became a ready accomplice and 
made itself feh even in the heart of 
London. The methods of Irish terrorists 
are far more deadly and sophisticated 
than those used by terrorists in India 
generally and in Puitjab spedflcally. 'nme 
and again we are told in India that (a) the 
country will become ungovernable if the 
state is deprived of the power of preven¬ 
tive detention and (b) terrorism cannot be 
combated save by the dtastic invasions of 
personal liberty which Indian statutes 
make. 

Britain’s cxpcnenoe in Nottitern Ireland 
exposes the uttm fateity of both proposi¬ 
tions. It provides a glaring contrast to our 
experience. Let us consider both. Intern¬ 
ment (preventive detention) started in 
Northern Ireland on August 9, 1971. A 
new encampment was built in a drab 
countryside south of Lisburn. On 
September 19, 218 men were interned 
there. It was called H M Prison the Maze: 
On December 3,1973 the secretary of state 
for Northern Ireland Merlyn Rees an¬ 
nounced that the last 73 detenus would 
be set free and preventive detention would 
be ended. About 1,900 persons had been 
put in detention in these four years. 

What is more two bodies had been set 
up to consider alternatives. In 1972 a com¬ 
mission headed by Lord Diplock was set 
up “to conrider legal procedures to deal 
with terrorists activities'*. In 1973 the 
Gardiner Committee submitted its report 
on measures to deal virith terrorism fat the 
context of Vlvil liberties* and. human 
righu arid “to eattnhie the worUag of the 
Northern Irdand (Emergency PiovwioBS) 
Act, 1973". 

Ibo imm Ktituics were cinicMetd^ 
quemly-tlm PicveatkinV 
(POT^hi t974asa|icieMstgfeneyancasmm 
KMwed in 1976 gad enacted later in 1984. 
In 1984dKipbUoe and Criminal Evidence 
Act Q16CE>. was also enamed. In 1978 
Lord SMeiiDn midia 19^ 

>«vtew«d the workj^ of POM. la 


December 1987 came the report by Vm- 
count CobaSle of Ctiim*, QC entitled 
heview tftht Open tt e S tf tkt Pnvm- 
thnofThwim fhmpenayProriskms) 
Act, 1984. (H MSO: Cm 2»4; £ 6:80). The 
Colmille report refers to the gsyen situa¬ 
tion todmr. It refers to terrorist attaduon 
modmate Sikhs and Hindus in Britain as 
Weil. He does not recommend a return to 
preventive detention at all. While 
elsewhere in Briuun a person can be de¬ 
tained for 36 hours, in Northern Ireland 
the maximum Ihnit is 48 hours. Thereafter 
in Northern Ireland he cut be detained for 
a further period not exceeding five days. 
This has been challenged under the Euro¬ 
pean Convention on Human Ri^ts. In 
July 1987 tire commission admitted the 
petition. The matter is now before the 
court. 

What of trial prefer? Surely the British 
had also to reckon with problems of in¬ 
vestigation and proof by proper evidence; 
intimidation of witnesses, etc Lord 
Diplock recommended trtid by a judge 
alone without a Jury for certain offences 
in Northern Irebuid. A similar practice is 
in force in the Republic of Irriand. But 
in the absence of juries the basics of fair 
trial are not discarded. The trial is in open 
court. The burden of proof is on the pro¬ 
secution. The procedures is not an abid¬ 
ed or summary one: There was one grave 
inequality which was. however, reversed in 
1987—-tire onus on the question of grant 
of bail was retransferred to the prosecu¬ 
tion. bi 1987 the acquittal rate for those 
pleading ‘not guilty’ was42 percent. The 
system works. 

Nonetheieis, the latest Amnesty Inter- 
nattonaTS Annuid Report published on 
October 4, 1988 criticises the Diplock 
Report. C^pically, PTI’t despatch htgh- 
Bghled ^icbm of othms, not of In^ 
in th» st^ort.) Onconoborated evidence 
. of aecempHees fSapeigrasses*) bad serv¬ 
ed fnrffirGoiivictioa by ‘Diplock Courts* 
of 6S persons between 1983 and 1983. 

What of tts? We hswe had mmenttve 
detention ^acc ind ep e nde nce: It is satic- 
tUled hi the ooastitutiQn as Article 22. Bm 
Savw fbeel confessed to loss of sleep the 


n^ before he iatredttCMl the Ibceredire 
DetemioH BUI in parlanrent. ftelbbrnmy 
23, 1938 he said it was designed to aaeei 
an emeigen^ shuatkm wad *Ht reqnires to 
be closciy examined whether n beter 
substitutcr of « more or less perma n ent 
nature based os spedffc prhiqpitn can be 
brought in oe not". Theectlfecipiee^- 
manent. No one'kas demand ii review 
era White Raper on its wotUng. No one 
omside the government knows how many 
were imprisoned without tiinl nO these 
years. 

As for trials proper the viob^oos the 
fundamentals of a fair trial have been 
commented on time and again CRepressiwe 
Lawson Puitjalf, EPW-, September 3-12. 
1987). Amnesty’s Report on the lodbpur 
detenus brings out the enormity of the 
outrage. 

It has not worked. As B R Jaitky points 
out in his article *Tid) Claims on PuniaV 
Undim Express, October 5, 1988), during 
the 19 mcMitbs of AltaU rule there was 889 
killings including 136 terrorists shot in 
‘encounters’. After the impoationoC preti- 
dent’s rule on May 11, 1987 to July 1988 
there were 2,422 killings, inchiding469ier- 
rorists. In July and Au|^ 286 were killed 
induding II terrorists. According to press 
reports 209, including 37 terrorists, were 
killed in Se^ember. This adds lip to more 
than 3,3(JO including 387 terrorists. 

How has the anti-terrorist activities act' 
worked in the Punjab? How muts trials? 
How Riaiv convictions? The convictions 
are nothing to talk about. People rimply 
languish in prison awaiting trial—waiting 
to be giWn freedom under a poiitkal deal. 
Represave laws are bad anywhere, whether 
in ]Mtain or in India. It is for jurists to 
study the laws in detail and initiate a 
demand for the review which Sardar Fstei 
had promised nearly four decades aga 
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Spirit of the people of 
Gujarat sustained the 
march of progress 
despite three 
consecutive years of 
severe drought. 
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'Romance with Two Words 

Deena Khatkhate 


Orwell was wrong about words having power. It is power and the 
lust for it that change the innards of words. 


WHEN won4 beconM non-woids, the world 
desenentes into i bedlam, Geoiie Orwell, 
the master of English prose, discovered the 
joy of words, their sound and association, 
and used that facility with words to “face 
the unpleasant” Mitidans in all climes and 
places may not have Orwell's command of 
words but they are skilled enough to twist 
words out of shape and substance when 
faced with unpleasant facts. Look at what 
has happened to that unluqniy woid, liberal' 
In tod^s America. It has become an abuse; 
a dirty word, as if it stood for some child 
molester or criminal cn- traitor. A gram¬ 
marian will tell you that a 'liberal* is an 
adjective desciiU^ representational form of 
government rather than an aristocracy or 
monarchy assuring maximum individual 
freedom possible in civil society with respect 
to matters of penonal belieft and expression. 
Adam Smith, Hobbes, Hume; J S Mill and 
all those hedonistic philosophers would turn 
in their graves if th^ knew that that king 
of malapiopism, mauler of grammar and 
manglcT of sentoices, Oemge Bush, who has 
just won the race for the presidency of the 
United States of America, uses liberal as a 
synonym for one who resorts to government 
action to help the individual to satisfy 
his needs. 

But sudi political shenanigans have had 
a Add day because the pmon at whom the 
word was flung did not take up the gauntlet. 
Dukakis, in his anxiety to enter the oval 
offlee; shrivelled from being a Uberal and 
instead used a political oxymoron to defen¬ 
sively |dead diat it was not ideology but 
competence that mattered. This was sheer 
chicanery; It did hot bother him getting a 
mileage flora the paraPdism with Kennedy’s 
quest for the presidency, perh^ss super^- 
tion overwhelmed him. Who knows the 
similarity between the drcunutances in 
which Kennedy entered the arena of politics 
and hit own might cauqmlt him into that 
haUawed place by some dhnne dispdisation. 
Dukakis went into a doset. whining that 
. “labdling is bad and if he had put aside a 
dollar every time Budi threw at Um that 
labd, he n^t get alak break”. But being 
dever is not b^ig honest 

He should bava defined,-what UbemHsm 
really meant ai^ exposed ihiAh's ignorance 
not only ^ language but aiso .ef politics 
end Amcrtean history, liberalisni of the 
Kevdiedif^srahelped to bring the blacks imo 
the aMfaMtrbUhi of Amerieaii sodety Hk 

hnman aadlfoibane of Aararica oeies 

. \ 


it to those very liberal values which have 
made Jefferson and Lincoln such hallowed 
deities in the American pamheon. 1b discard 
those values is to make American sodety 
crudler and not kinder, contortive and not 
caring, myopic and not regenerative These 
values would be denigrated once you renege 
on ideology as the main fulcrum of your 
political platform; you then become irrele¬ 
vant Wl^ Dukakis followed this evasive 
course is not difficult to understand. He wu 
chasing that chimera] group—the so-called 
Reagan Democratt In the process, he lost 
the support of hit natural and tr^tional 
constituency. He should have been proud to 
be a liberal, who gave America its glory in 
the 1930t and 19S0s, and should have given 
an expose of what liboal meant in wont, 
substance and ideology. The tragedy is that 
the government action which the word 
‘liboai* is twisted to connote would be 
required in abundance in flitura The 
RepuUicana mey delude themselves that 
everything is hunky-dory. Real issues todmr 
relate to child cate, paroital leave, houring 
for the middle-focome and the poor and 
education system overhaul->all woujfi entail 
persuasive government (Election. And these 
are the iuues both the candidates have been 
(todging during their campaigna Fbr losing 
the election Dukakis should 'blame his 
pusilianimity in not confronting Bush with 
issues and in not convincing the riectorates 
that if issues mean liberalism which they 
want to denounce, then there are no issues 
to fight for. 

If the Americaru have forgotten their 
English huigwagc; the Indians have not. If 
lib^ means more govemmem action for 
imfividual benefit, contrary to its true mean¬ 
ing, its derivative libcniisation means in 
IixEa exactly what it should. But it has come 
to be an obmnity, for the veryieason that 
liberal has become an sxpletive in America. 
When the young primeminister came to the 
throne thnw yean ago; he was in a hurry 
toricip to the twent^first century and 
HberaUsation was idaoed <m the agencla with 
fNat fanfare For a while the policy of 
libemliaation resonated in the country, but 
s(xm it was realised thtt the amngemoits to 
wldcfa an of us have been inured over the last 
flirty years ate at stake The brave new leader 
devrioped cold feet when the Congress Fuly 
afpenuehUu tensed the threat'ifoeralisathMi 
p()^ to their interests. If controls are 
nmoved, Uoensing is buriqd, who would pay 
them money und« the counter? With, the 




Congress ideology—if there was one—in a 
shambles, with the depletion of the pre¬ 
independence capital of popularity and 
sacrifice; and with the gushing of scandals, 
shame and corruption, the only way to 
survive is to keep (he show of socialism 
going, to (hat the sources of illicit money 
do not dry up, The industrialists who until 
recently denounced controls and licencing 
also foresaw their empires crumbling in the 
wake of liberalisation. How else cemid they 
prosper with their inefficiency? They can 
batten only on protected m'dlkets. The 
writing on the widl was teen by the prime 
minister, and he and his cohorts changed 
their tune There was a sudden emergence 
of touching concern and compassion for the 
poor and the downtrodden. The liberalisa¬ 
tion was slowed down and a search was on 
for a proxy for the word liberalisation. 

liulian communists alone knew what 
liberalisation stood for and (hey opposed H: 
Though they were consistent with their past; 
they were at variance with their comrades 
in the communist world and in uncertain 
tryst with their destiny as the descentfents 
of the dynasty of Marx, Engds and Lenin. 
With the bankruptcy of sick industrial units, 
if liberalisation is allowed unimpeded, 
organised hfoour which is their constitutency 
would suffer. But their knowledge of com¬ 
munism has stopped gt Marx, Engels and 
Lenin. They remember Roza Luxemburgh 
only to name their daughters afler her but 
not her message that “the organised labour 
is as tyrannical as the organised capitalist”. 
Who dare say they do n(K think for 
themselves? The ragbag of other opposition 
parties is also the ragbag of opposites. That 
great champion of liberalisation, V P Singh, 
suddenly rediscovered that his brand of 
liberalisation is a part of his socialism. 
Liberalisation for him has become the 
instrument to bastinado the tax evaders. 

Orwdl was wrong that words have power. 
It is power and the lust for it that change 
the innards of words. Politiciatu of all hues 
fall in love with words and flmdle them until 
they age. And whni they fail to rejuvenate 
thein, their romance with them is over, 
thou^ their compaiqr is kept. The epiphany 
will have to wait for a^her ^pie. 
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NIPPON DENRO ISPAT 



Nippon Denro Ispai. A company dedicated to 
bring the fln^t technologies to India. 
Pioneering the introduction of 100% import 
■substitute products thereby saving substantial 
foreign exchange. 

The saga of Nippon Denro Ispat's pioneering 
effort began in 1985 when India's first plant to 
manufacture thin gau^ Galvani-sed Steel 
Sheets in technical collaboration with NippoA 
Denro Manufacturing Co. lAd., J^n, 
commenced operations. 

Nippon Denro ispat has now collaborated with 
the renowned industrial giant - Httacbl Ud. 
of Japan (or installation of a sophisticated 6 
Hi-Combinhtion Reversible Cold Rolling Mill, 
which has already commenced operations 
ahead of schedule in October. 1988. The 
product rantt comprises of a wide variety of 
Cold Roiled Sheets including ultra thin gauge 
sheets for the first lime In India. The 
operational and maintenance know-how is from 
lUyo Steel iKf Japan. The modem computer 
'controlled Continuous Pickling Line and 
Electrolytic Cleaning Une for the Cold Rolling 
Mill Complex incorporates technology from 
Nippon Denro of Japan. 

Yet another venture is the plant to 
roanniacture PVC/Colour Coated Steel Sheets 
for the flrst time In India, in collaboration with 
Nippon Denro of Japan and operational* 


assistance from Dalto Kogyo of Japan. This 
plant is expected to commence operations by 
the first quarter of 1989. 

Simultaneously Uie expansion and 
modernisation of the existing galvanizing line 
is being undertaken with technical know-how 
from 8tein41enrtey of France and A}ax 
Magnethemic of l).IL Ihis would lower the 
investment cost per tonne of the Galvanizing 
plant and result in substantial savings in 
operational costs. In addition, a new range of 
coated steel sheets with diverse applications 
would be introduced. 

Nippon Denro Ispat is indeed a successful 
synthesis of the best available advanced 
technologies to bring to tiie country innovative 
products conforming to International standards. 
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NffPON DENRO ISPAT UMrUD 
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Farce of Land Reforms in Jehanabad 

.t 

Indu Sharti 

The government's failure to distribute ceiling surplus land and 
even gairmazarua (government) land among the landless is at the 
root of the violence and killings in Jehanabad district in Bihar. 

IMPLEMENTATION of land reform as distribution of surplus land is concerned, 
measures remains fiar from adequaie in the the irony of the situation is reveal^ when 
Jehanabad district of Bihar which has been the total land possessed by the big culti- 

naming with tension over disputes concern- votors who have holdings of mote than 24 
ing distribution and control of ceiling acres is taken into account. These cuItiviUots 

surplus land as well as of gairmazarua land. were found to be possessing a total of IS,798 

Notwithstanding the tall claims of the state acres in 1980-81 when the last Agricultural 
government, the fact u that the poor of Census was undertaken and the average size 

Jehanabad have not beneHted much from of their holdings was around 87 acres, 
these measures. Now, in the A^cultural Census what is 

In a note^ marked Confidential’, on the considered is the size and area of operational 

prevailing tension and its violent manifesta- holdings wiAout regard to their ownership 
tions in the district, the district administra- and control. Thus if a landlord lets out some 
tion of Jehanabad has come out with detail- part of his land to a tenam, then in the cen- 
ed information regarding implementation of sus records the land owned by one person 
land reform measures in the area. As ’Bible 1, would be counted as two landholdii^ Thus 

which in fact forms Appendix I to the Con- the statistics provided by the Agricultural 
fidential’ note, shows, a total of S8I acres Census do not present the true picture of 
of land had been declared ‘surplus’, i e^ in landownership. But even if we regard the 
excess of the landowning limits imposed by cultivators to be the owner-cultiwitors. then 

the ceiling laws, till the end of 1986-87. Out in Jehanabad the last Agricultural Census 
of this, 428 acres had been ‘acquired’ and had found 181 landholders who accounted 
‘distributed’ among 516 landless persons, for a tot^ of 15,798 acres of land with an 
But the breakup of this distribution reveals average size of 8‘7 acres each, 
that the pattern of distribution has not been The highest coling on landholding, as per 

uniform and it appears that people belong- the Bihar Land Reforms (Fixation of Ceiling 

ing to scheduled castes have been blatantly Area and Acquisition of Surplus Land) Act, 

discriminated against. 1961, is 60 acres of class land (land con- 

While 228 acres of land was ‘distributed’ 


sidered hilly or sandy and incapable of 
yielding paddy, rabi or cash crops). Even if 
we go by this highest ceiling of 60 acres, then 
at feast 4930 acres of land should have been 
mopped up as ceiling surplus land.consider- 
ing that 181 landholdings are of an average 
size of 87 acres each, i e, 27 acres in excess 
of the highest ceiling. But as 'Bible 1 shows, 
only 581 acres of land hiwl been declared 
surplus till July 1987. This is only about 12 
per cent of the land which should have been 
mopped up as surplus land had the ceiling 
laws been enforced prr^ierjy. 

Equally bleak has been the implementa¬ 
tion of the other land reform programme 
i e. settlement of gairmazarua (government) 
land in favour of the landless. Acemding to 
Ikble 2, which forms Appendix II to the 
‘confidential’ note, around 40,870 acres of 
land has been declared gairmazarua out of 
which 19415 acres are gairmazarua aam and 
21,355 acres are gairmazarua malik land. 
However, only 14,932 acres of gairmazarua 
malik land, or 70 per cent of the total laml 
of this type^ had been ‘settled* in favour of 
the landless till 1987. On the other hand, 
only 657 acres of gairmazarua aam land, or 
only a little more than 3 per cent of the total 
land of this type, had bem ‘settled’ till 1987. 
Ikking together the two types, the ‘settled’ 
gairmazarua land comes to be around 38 per 
cent of the total gairmazarua land. 

However, the major part of such ‘distribu¬ 
tion’ and ‘settlement’ exists imly on paper. 
The physical reality is quite different and 
tells another tafe ‘Surplus’ and gairmazarua 
land have been ‘acquired’, ‘distributed’ and 
‘settled’ only in the sense that title deeds have 


among 320 scheduled castes persons,* 216 
persons belonging to the other castes were 
given the title deeds for around 200 acres of 
land. Thus whereas scheduled caste people 
got on an average around 0.71 acre of land, 
persons rsther than scheduled castes got 
around 0.92 acres on an average 
The year-wise breakup of the implemen¬ 
tation of the land reform programme reveals 
that 575 acres of land had been declared 
‘surplus' up to the beginning of 11^85, but 
only 422 acres, or around 70 per cent of the 
totaj, had been Vquired’ and distributtd till 
then. Thereafter nothing was done in 
1984-85 and 1985-86. During 1986-87,5.61 
acres of land woe dedared surplus, acquired 
and distributed, but the backlog of 153 acres 
declared surplus before 1984-85 but not ac- 


Table I: Details or Ceiling Surplus Land Acvhiireo and Distributed in Jehanabad District. 
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575.43 

422.35 

312 

223.63 

213 

198.92 

82.23 
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I 

I 



I 

— 
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During 1986-87 

5.61 

5.61 

8 

4.88 

3 

1.53 

— 
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581.04 

427.96 

320 

227.51 

216 

200.45 

82.23 

— 

— 


Source: IXstrict Admiidstretion, Jehanabad. 


quired and distributed still remained. 

Not only this, a ftdr part of the land 
distributed amemg the landless happens to 
be uneultivablfe As column 4 of Ikble 1 
shows, around SZ adKS or around 20 pef cent 
of the total land lUstributed to 1984-85 
is 'not fit for Guldvatkm’^ die government’s 
own fdminion. Needless to $iy, many a 
landim pmrsbn who hat been given li^ 
must hinre got land whidtii not arable and 
so U^taQid sHstribiltioB must have made no 


Table 2: Government ( CAr / uMZAKM ) Land and Its Distribution in Jehanabad District 


As Per Survey Tbtel Settlement lUl 

Gairma- Gairma- _ Jidy 1987 

zarua zarua tiairma-. tjlairma- ’Ibtai 

Malik Aam zarua zurua 

Malik Aam 

1 2 3 4 5 


19,515.19 21.354,50 14,932.59 


dKl^a^focg^ bUaoQnonic coaditipn. As far Source Dituict Administntion, Jehanabad. 


15,589.71 


Category of Persons with 
Whom Land Settled 
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Jbcen the kuiJiML llhc 

mKiy is that a laiye number 'df these 
‘distributed’ and ‘settled* holdings continue 
to be illegally occumed by the landlords. In 
fact, a senior official of the district ad¬ 
ministration, Jehanabad, disclosed that the 
administration itself has a complete list of 
around 70 vtllages where illegai capture by 
landlords of ‘settled* gairnuania con¬ 
tinues even today, despite the fact that title 
deeds have been distributed among the 
landless. Here are some cases from Arwal 
block of the district. 

Village Jeenpum under Bhadasi gram 
panchayat has a plot of IS.bighas of land. 
This piece of land belonged to a landlord 
of the neuby village Phakarpur, Fateh 
Bahadur and was donated by him in the 
wake of the Bhoodan movement. Yem ago 
the land was settled in favour of landless 
HarUans, Bhadai Ravidas, Sukhu Ravidas, 
Ramchhapit Ravidas, Karmy Ravidas, 
Oanari Khdav, Dukhh \kdav, Chunchun 
Sao^ Salig Ravidas and Jadu ^ and they 
were given title deeds to this effect. But the 
pom^ landlords of the village have by use 
of force prevented the title-holders from 
cultivating the land. Not only this, the 16 
kmhas of land which had been settled in 
favour of Salig Ravidas has been captured 
by Jatan khdav, a landlord of the same 
village. 

Village Phakarur under Phakarpur 
panchayat of the block has four acres of 
Bhoodan land settled in favour of Bhikhari 
HiSwnn, Sukhail Paswan, BaMeo Rejbarahi 
and Ramparvesh Pmjapati but they are yet 
to get‘control of the land. At present the hind 
lies under the control of people to whom the 
donor had srdd it. The village has 15 bighas 
of gainnazarua land as well. It should have 
bea distribuied among the landless, but has 
been captured by landlords. 

Village Halbatpur in the same block has 
19 bighas of declared gaumaaarua land out 

its tmal cultivable area of989 bighas. The 
village landlords have illegally occupied 
these 89 bighas of gairmatanu land for a 
long time Village/Vifnn/m/e in Kako Mock 
represents another su«di case where the 
mukMya of. Phirozi gram panchayat, 
Suryatuoh Hhdm, who is also a landlord, has 
been occupying 25 bighas of gairmatarua 
land for a long time: 

In all these vDlagea, the landless labourers 
have been demanding the removal of the 
landlords’ illegal control of the gaimaximu 
land and rest o ration of their own valid claim 
over the land. But the village landlords, with 
the active help, of the police^ have ruthlessly 
suppressed every such danand. 

The last Agricultural Census (1980-81) 
revealed that 73 pfer cent of the landholdings 
acco u nt e d far it^2&48 per cent df the total 
cultivated la^ and the 8verag6'si» of these 
beddings snu only 0.79 acm The neatt 23.85 
per cent 6f the total holdings accounted for 
51.58 per cent of the cultivated land and the 
average size of these holdings was oi^y 4.67 
acres. Against-these; oiRy about 3 per cent 
of the htdrhngs aceounted for iuaiHid 17 per 
cent of the cultivated area the awerage sins 
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oflii^ings beink l2i6Rai^ and jdiMk'li 
per cent of the landhoWings accounted for 
as much as 4.92 per cent of the cultivated 
land whh an average size of87.24 acres each. 
The landleu labourers have been demanding 
imptementation of the laws which the state 

OBITUARY 

Kamaladevi 

L C Jsdn 


''gdveiiiinenkTuvc'ehiiM # 
equitous pattern of tgndlidlAags. 
powerful rural demmite have tried to sup¬ 
press every such demand by vielsat meih^ 
This has led to many killings in the'recent 
past. 


Kamaladevi Chattopadhyay must be an inspiration not for the 
successt^ that she was able to grasp, but for the pursuit of the 
unaccomplished tasks of India's second revolution to which she 
dedicated herself with all her heart and soul. 


"Action alone is your concern, never at all its 
fruits”. Bhagavad Gita. 

WHEN someone important passes avnqr, it 
is customary to say that he or she has left 
behind a void which it will be difficult to 
fill. 1b ssy that of Kamaladevi would be trite; 
unfair and untrue. For she spent a Hfe-time 
filling the voids around her. For herself, she 
asked for nothing, she occupied little spacu 

Ihie; die had a shaTp'and scintillating in¬ 
tellect and a rare passion for the Tine aru. 
But all her talents w6re for giving to society. 
At all times, she was a karmayogi. Her 
association with the Socialist Party was of 
relatively short duration, but vnth socialism 
it was life-long. Creed was necessary for her 
but not sufficient. Soon after independence 
she plunged into the battles of the second 
revolution—the sodal and economic trans¬ 
formation of India. All the spheres of her 
active involvement were woven around this 
one theme: 

The first theatre of service she chose in 
1947 was. at the time; the most tragic and 
also the most challenging—the tehabiiitation 
of refugees whose life had been shredded by 
partitirm. Realising that the most satisfying 
and speedy way of rehabilitation was self- 
help, Kamaladevi saw the relevance of the 
co-operative movement She sponsored the 
setting up of the Indian Co-operative Union 
to Iwlp the refugees help themselves in 
building a new Ufa 

She took the bluqirint for launching the 
Co-operativp Union to OandhUi and sought 
his blessings. He decUned on the gco^ 
principle that *% worthy enterprise caniet 
its own l^asings”l to the ittot( breath, he of¬ 
fered his full stvpoh but put the condition 
that Ms asUhwrnf will ttiii4 forftitod the day 
her .work became dqyendent on government 
She was bom adtb a qpine as all her Mo- 
graphies show, but CMiidlii put a little aatm 
strength into H, anticipating the shape of 
things to come: the inaeaiing sendUty of 
society of the state: Tluon^ full four 
decadss of puUic work in the postrinde- 
pmdenoe p^od, Kamaladevi was found 
always aid^ gouemmeat bs its appropriate 
endeavours but not once bendiag to wbat 
she regarded as im-ptinekpicA pdBdee or 
inestutes. 



There were many voluntary workers 
engaged in organising reUcf for the refugees, 
-but Kamalad^i’s concern was about their 
future: "What are they to do to break away 
from dependence on doles?” She found 
there were hundreds of landless agricultural 
workers in the Kingsway relief camp in 
Delhi. She proposed that the landless be 
settled on farm land left behind by fanners 
who had migrated to Pakistan. But she was 
horror-struck to find that all the ^evacuee 
land* (as it was called) had already been 
allotted by government to big zamindars 
who had migrated to India from Punjab and 
Sind, in proponion to their previous 
holdings. 

‘‘How can you profess socialism in one 
breath and recreate the zamindari system 
with the other?”, Kamaladevi asked the 
leaders of the government of independent 
India who were no other thaii her colleagues 
in the Congress WDrking Committee tlU just 
the other day. Her query wu met with a 
stony silence: No one hiul looked at the 
social aspects of the rehabiUtation polky, 
until she raised the issue Ka m aladevi con¬ 
vened an all-party political convention, 
under the auspices of the Co-operative 
Union, and obtained their endorsamt for 
her proposal that rdmUlitation policy must 
adhere to the poUcy of *land to the dn^ and 
‘fmtory to the workeni-in terms of the 
ideals of the freedom movement. 

Oovemment still dithered. She supported 
the landless who were all ready to tegve the 
relief camps to go and occupy the evacuee 
form landn and the Co-op«ativc Union 
moved foat to organise the wherewMial for 
them. Simultaneously, the announced that 
she will lead a marA to the Cmutltuent 
Assembly (whose membershfo she had 
declined and, InddentaBy, had been ^wen 
to anotht^ stalwart,, puqpibai). TiMMawlft 
and firm moves foimd a poBcy defsWon out 
of gosemment in fovour of the ianrilesi. 

Kamaladevi fought again, ha 1^, ahm 
the govermnent proposed to calLfil|aWi»• 
totB&buildtlwlhrUhba^toemaU^iiitm5• 
ad for resettlement St djegtaBad RaMaa 
from flWFP. She eio|ig..Si^ 

Smihhai mite Nehromhi foe eiiaWli^^ 
ifommt^4e;telfokaa#.fciia^ 




hooMi tiueiish e»«paraih« endHNoiu; The 
retuH «u thM on tlie one Iwnd the houtes 
were huih at iccoid speed and most econo- 
n^wally. ai^ on the other hand thousands 
of reftwces'leamt new vocations which have 
sustain^ them since. It is difficult to 
imagine how that population of 50,000 
would have learnt to make a living had the 
decision to engage contiacton prevailed. 
Faridabad thus became another monument 
to Kamaladevi’s foresight and un<crring 
capacity to reconcile piactice with ideology. 

But her’s was not to be a success story all 
the way. The success of industrial co¬ 
operatives (induscos, as thqr were popularly 
called) in China led her to develop a network 
of some twenty coK>perative industrial enter¬ 
prises in Fhridabad as part of the rehabiUu- 
tion programme Workers actually engaged 
in production were trained in prindples of 
co-operation and in the art of business 
management, to be the members and owners 
of their respective co-operative enterprises. 

Alas, when the workers were all set to for¬ 
mally take over the enterprises, the govern¬ 
ment establishment stopped the nperiment 
in its tracks. They argued that the workers 
were penniless a^ could not be entrusted 
with the ownership of factories involving 
substantial govenunent investment though 
the investment per factory was scarcely mote 
than Rs 2 lakh. This was a crucial battle 
which Kamaiadevi was to lose despite the 
support she received from other Faridabad 
Development Board members such as 
Rajendra Prasad, Zakir Hussain, 
Hirdaynatb Kunzru, Ashadevi Aryanaydcam 
and Sudhir Ghosh. Finally, she gave up 
when even Nehru could not make the 
government change its rigid colonial ap¬ 
proach towards co-opetadves. The factories 
were auctioned away to private enterprises; 
and the workers, who till an hour before 
were still hoping and longing to become 
owners, were reduced to wage-earners at the 
will of the new owners. This was a blow— 
the shattering of a social dream—from 
whidi Kamaiadevi nor her food instrument, 
the Co-operadw Union, ever recovered. The 
success of the workm-owned industrim 
would have blazed a new trail and influenced 


the emerginJi industrial structure In the 
country. Here again slogans stood for public 
sector, but piactice... 

From 1952 onwards Kamaiadevi plunged 
into the resuscitation of handicrafts and 


music and theatre forms, which to her were 
not only a precious heiitiwe to be charished 
and d^oped hut also essential for 
wholesome devafopment of pcnonality. The 
care with which the nurtured these and the 
attendant specess of her efforts are well 
known. But hers too she was not at all at 
ease Bvsn two dsgn before foe had the fotal 
heart attack, foe ssqpmsad deqp distress font 
despite (dflcial pronounoeinentt, nothiag 
had been done to ensure e^tau availability 
ot good yam to the handktom amaven at 
praiMr Brifees. 


Kamalhdevi was lyt a solo actress. She 


n m^net who ihew hundreda of men 


moNfoeat or cauhs the stkied or stepped 
into. AH she did was to share the concern 
and measure the lesponsa For those who 
showed superficial interests, the encounter 
was brief, sometimes chilling-for she had 
no patience with passive observers of the 
scene. But in those who showed even a little 
spark, she lit the fire; she was all inspiration, 
light and rock-like support when the occa¬ 
sion demanded. 

Kamaladevi’s life holds another lesson. 
She was not an important person, in the 
commonly understood sense of the adjec- 
tivcL She had no patronage to distribute; she 
did not attract any sycophants, 'libt people 
flocked to hen but around her it was always 
a crowd of comrades in a common 


endeavour. Even a cursory ^ance at her 
autobiography (/fuier Kecesses. Outtr 
Spcea) shows that it is more the biography 
of numerous co-actors, as also a biogrmihy 
of the times; it is about Kamaiadevi heiWlf 
only as a narrator. 

I^r her human rightt were not an abstrac¬ 
tion. lb her the concrete expressions of 
human rights were the means for an autono¬ 
mous, dignified and creative life as land 
could provide to the tillers, factory to the 
workers and yarn to the hahdioom weavers. 
She must be an inspiration, not for the 
success that she was able to grasp, but for 
the pursuit of the unaccomplished tasks of 
India's second revolution to which she 
dedicated herself with all her heart and soul. 


Diarchy in Higher Education 

J V Deahpnnde 


As loag as the present dual arrangement continues, with the UOC 
responsible on paper tor overseeing higher education and the state 
governments regulating it in practice, difficulties such as the 
current impasse over the new pay scales for univenity and college 
teachers are inevitable 


IT is now a little mote than a year since the 
first all-India strike of college and univosity 
teachers was called off, after a patdiwork 
of an agreement was pot together by the 
government of India a^ the leaders of the 
striking teachers. It was fUt«t that time that 
apart from a revision of pay scales of the 
teaching staff in the colleges and the univer¬ 
sities, the agreement was not gtdng to alter 
materially the educational scene in the coun¬ 
try. As it has turned out, even the revision 
of the pay scales is not yet achieved in many 
parts of the country. Thus the simmering 
discontent on the campuses not only con¬ 
tinues but in Gict has been aggravated in the 
past few months. 

In its anxiety to conclude an agreement 
with the government before its following 
gave wiv, the teachers’ foderation perhaps 
had no choice but to accept the setUemcat 
that was reached in October 1987, even with 
some ambiguities. A few of these were 
removed subsequently through protracted 
negotbuloiis and the w^r was dcared at least 
for the imptementttion of the-new pay 
scales—tbe mgjor demud of the fiednation. 
TbeoentnluniveisitlesaBwcUastheuiiiver- 
lities in about a dozen states have put thdr 
ctdiege and university teachen in foe new 
pSy scales. 

At foe same time; many other state 
governments have been dragging their feet 
in tbit nqiect Sudi a dtuation arises 
becaiiM it it foe state governmemt whifo are 
the decbioii4naken in the matter (enoqtt for 
foe central universitice) ewn though the 
Univenity Grants Comafosion offsets to bear 
about 80 per eeitt of the additional outlay 
in tha Inhial period. Among the slates wUefa 
have so far shown no indtaatkm to pay are 
the Congress-ruled Mahanfotn and foe 
CPI(M)4ided West Bengal and Kerala. The 

aih. liik 


state of Kerala has been tardy in the past 
also, at foe time of foe last pay revision in 
mid-seventin, and in fhet was one of foe ftw 
states which never fully implemented all foe 
then recommendations of foe UOC. 

The present CPI(M) ministry in Kerala 
has not only refosed to accept the Imcst pay 
revision suggested by the UOC but in fact 
has prevented the Calicut University from 
imptemeating tin new pey scales on iu own. 
When foe uaivwsity authorities, taking the 
supposed unjveipaty auAnomy at fooe value; 
chose to go fo^ anyway, the state govern¬ 
ment went to tlii extent^f trying to stop the 
usuel monthly disbhnement to the univer¬ 
sity and to amend foe university act to 
remove foe indq>endent-mind^ vice- 
chancellor and force the university to toe the 
govenunent Un& 

What is particularly notewortiqr is that it 
was foe CP1(M) and CPI—ruling partnen 
in Kerala and West Bengal—which had pro¬ 
vided the leadership to last year's teachers* 
struggle for higher pay scales. Indeed in 
Maharashtra today the sdf-same teadership 
is carrying on a vigorous agitation for an 
eariy implementation of the UGC-suggested 
pay scales. Evidently, the perspective about 
teachers’needs chan^ as one foangm from 
an agitator to a ruler. For sheer political 
opportunism this win be hard to beat. 

In Maharashtra, foe teachen' agitation 
has been diarting a line somewhat differam 
flom foe all-lttdia policy of foe teachen’ 
fBderatioa Evenwbnthein-IndiasttilBof 
last year vras withdiasra early in October 
1987, it was continued in Maharafotn for 
sonw three wedcs more: Once again, in 
Maharashtra also foe unkms were fotced to 
withdraw their strike upon somewhat vague 
assurances fiom the state government It was 
accepted by foe state government that the 


2S21 


'bcM! pity would tie cffisctitv ftom 
leauery 1986, but it the seme time it refui* 
edio fix miy date fbr their actual implemen- 
tatiOQ. Sev^ rounds of netotiations later, 
the state government has indicated its will¬ 
ingness to implement the new scaln 
(which it has already accepted), provided the 
teaduis also agree to an increase in their 
dass-Toom teaching. 

Indignant at this blatant duplicity on the 
; part of the state government, the teachers 
have refused to buy the argument that its 
suggestions are in line with the UCC’s 
guidelines, for the obvious reason that the 
central universities (directly supervised by 
the UOC) and mai^ sutes, including the 
neighbouring states of Gujarat and Goa, 
have already started paying college teachers 
at the new rates. Nowhere have the new pay 
scales been linked to an increase in class¬ 
room teaching. 

The federation of teachers in Maharashtra 
has also demanded parity of pay in junior 
and degree colleges. In fact, it was on this 
demand that the strike in Maharashtra was 
. extended by anotho^ three weeks. The federa¬ 
tion is yet to get any assurance on this. 
Indeed, without any parity in qualifications 
and in the present workload, it is difficult 
to see how such a demand can be accepted. 
One may note that teachers in junior colleges 
in Maharashtra are already burdened with 
an even heavier workload than what the 
government is proposing for the degree 
college teachers. 

As long as the present dual arrangement 
con^ues, with the UGC trying to oversee 
higher education and the state governments 
regulating it in practice, difficulties such as 
the above ones are inevitable. Most of the 
huovatioru sought to be introduced by the 
UGC, such as advanced ceritres of study, 
autonomous colleges and examination 
reforms have been non-starters because of 
the indif^nce or active opposition of the 
state governments. Insofar as the enhanced 
pay scales are concerned, it has to be 
remembered that college education is also 
expanding rapidly in the country, definitely 
so in Kerala and Maharashtra. Many 
colleges, mainly commerce and arts, have 
been opened in Maharashtra in the pastTew 
years on a no-grant basis, with a vague pro¬ 
mise from the government that they will be 
eligible for grant-in-aid after the first three 
years or so. Already such colleges form a 
significant segment of higher education in 
the state. There arc about 110 such colleges 
today and the number is iiKreasing. Thking 
these colleges into-account, the outlay on 
higher education on acedunt of the new pay 
scales 'is bound to rise substantially. 

The answerito this is, of course; not a 
going back on iu earUcr commitment as the 
goverrunent seems to be keen on doing but 
. to evolve an altogether new code for giants- 
in-aid which will, inur alia, alto consider 
the question of univerrity autononqr, to 
avoid the confrontations such u the recent 
one in Calicut univenity. There are various 
faceu to middle and higher education such 


as middie-lewl icchnkal tikMion ^hich 
is scandalously neglected today), middle- 
level medical education (which is pnetically 
non-oiistent), higher-tevd tirehnical and 
medical education, professional and trade 
edue mipn such as comrnerce, law, business 
administration and higher education leading 
to and invtdving basic research in languages, 
social and physical sciences. Not every one 
of these branches of education is of equal 
importance in every social context, nor is the 
need of subvention by the state equal in each 
of these. 


' ih'tisneMssttiehlbdaiallk'hdl^^ 
stu^ of the preUiem by all thepaRM eon- 
oemed. However, in the present set-u^ where 
the political leadmhip^is not only unstable 
but also innocept of any ideas ^nd with sur¬ 
charged campuses be^ manoeuvred by 
political parties for their own ends, there is 
not much chance of any long-term solutions 
being evolved. Maharashtra maK in the next 
few months, once again see life on campuses 
disrupted. Whether the unions are sufficieM- 
ly strong to sustain an indefinite strike is, 
however, a moot question. 


Soviet Nuclear Technology 

Some Posers 

FadmasiaUiaii V T 


The recent Indian decision to acquire Soviet nuclear technology 
has to be viewed in the light of reports that USSR's nuclear 
construction programme has been beset with a variety of 
problems which may well affect the safety status of the reactors 
being built. 


THE civil and miliury nuclear esublish- 
ment of USSR has even today remained 
an island untouched by the social audit 
being initiated under the glasnost. The 
dvilian nuclear reactors produce 10 per 
cent of the nation's electricity. The 
military wing would become redundant if 
the peace talks succeed. 

It has been argued that the USSR fully 
co-operated with the International Atomic 
Energy Agency (IAEA) and the govern¬ 
ments of other nations in sharing the 
Chernobyl data. Such sharing with IAEA 
and nudw establishments of other coun¬ 
tries all of whom share a common bond 
of secrecy is of little relevance to the peo¬ 
ple. IAEA and the nuclear establishments 
of its member countries are promoters of 
nuclear (N) energy and as sudi aiqr infor¬ 
mation which questions the safety or 
economic aspect is anathema to them. 
Critical data like the pro^le health costs 
of an accident are neither sought nor 
givmt in IAEA gatherings. 

None of the existing medical literature 
on radiation-caused health hazards has 
originated from the scientists on the 
payroll of N energy establishments 
anywhere. The studies on. environmental 
contamination and heahh effects in the 
western nudear natioiu by independent 
sdentists show that even qnder normal 
functioning, taudear power is harmfViI for 
the enUre life support system for nuuiy a 
generations. 

In the USSR, because of the support 
from the party and the stat^ the nuclear 
establishment retained the'monqpdy over 
data ami research. There was no visible 
anti-nudear movement and a counter¬ 


information base till Chernobyl. Opposi¬ 
tion to nuclear power is gaining momen¬ 
tum in the USSR after Chernobyl. Con¬ 
struction work of six nuclear plants have 
been stopped. Other east European na¬ 
tions also are less enthusiastic now. The 
Soviet proposal to sell reactors to India 
was made during the early eighties. This 
was frozen because full-scope safe¬ 
guards. which would mean that the 
supplier would have control over the 
plutonium produced in indigenous reac¬ 
tors as well, were sought by the Soviet 
Union. This clause has been reportedly 
diluted and the terms and price now of¬ 
fered are better than earlier. Did the USSR 
dedde to do so in the face of a glut in 
reactor market in USSR and the eastern 
Europe? Before the transaction takes 
place, there should be a popular debate 
in both the countries centring the follow¬ 
ing issues:- 

(1) Is h safe from a public health point of 
view, even if there are safeguards against 
Chernobyl type accidents? (2) Is the reac¬ 
tor under negotiation relatively safer than 
the models involved in Three Mile Island 
and Chernobyl? (3) Has proper environ¬ 
mental impact assessment been made 
before selecting the site for the proposed 
plant? 

Soviet Nua-gAit iNDUgrav 

A UK Green Peace rqiort (ttatus report 
on Global Nudear Power. 1984) quotes 
from Sovid new^Mqmrs about the bottle¬ 
necks in the nuclear construction 
programme: 

Cluonk shortages of manpoifei, Imushigi 

and materials have dogged most ^ the iia-> 



Meoimmte:eiad'Pidl^JWi^^ 
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ing tiiief.tbr Ateic tlMR iiilecid^ Hw ihiee 
iHgc iiuciw comiruction ^tct In the Soviet 
Union—Sfflolenik, Chernoble and Lenin¬ 
grad—niffer from Mrioui thonage of key 
maierials... 

It it reported that only 10 per cent of the 
1430 tons of steel requin^ to meet 1980 con- 
sinMtloti goats uas delivered to the Cher¬ 
nobyl site. In the fitst quarter of the year, the 
plani was undersiipplied with 6,S00 cubic 
metres of reinforced concrete structures, hun¬ 
dreds of kms of electrical cables and 12,000 
ancillary equipment. No welding cable was 
sent in two years. 

Sovietsakaya Rosstya in'a 19S2 report 
quoted Nicholai Derkovitch, the then con¬ 
struction chief of the Balkavo nuclear 
reactor: "We ask for iMm sheet and they 
give us 20mm. which is heavier and more 
expensive. When they give us 12mm in¬ 
stead of 20, of course we can’t work... 
And as a result, we are violating every 
normal rule of construction technology 
{Nucleonics Week, February 11, 1982). 

Eight .years before the Chernobyl, 
Nikolai Dollezhal had complained about 
the low quality of material supplied: 

The equipment delivered by plants must 
be ‘nuclear class’, as it has now become the 
custom to say. It is not possible to say that 
all is well in this respect. Although legalised 
standards, and rules for the design and 
marufactuie of equipment for nuclear power 
plants have already been in existence for 
several years, observance of a high 
technological level in production is not 
always satisfhetory (quot^ in Soviet Nuclear 
Energy: Domestic and fntematioiiai Policies 
by Gloria Duffy for Rand Corporation and 
DOE, USA 1979). 

The Atommash, planned with an an¬ 
nual production capacity of 8 WER 1000 
reactors was supposed to be the show¬ 
piece of Soviet reactor technology. A new 
city was created at Voigadonsk, the con¬ 
fluence of the Volga and the Don. Con¬ 
struction work started in 1972 undi^ 
Italian collaboration. The reactors 
manufactured at the 10km long assembly 
line would be towed by barges up the 
Volga to central Russia or down the Don 
to markets throughout the southern and 
eastern Europe The Green Peace Report 
si^: 

Atenninash hat been doggea by difficulties 
for maiv yean. Origii^y It was scheduled 
to be in operation by 1^. It misted this 
deadline badly. In tbs 11th flve year plan 
(19glt88),AtoniinaahWBtpn>Jectedtotupp- 
^ a mote seven lOOQ MW VVER reactor 
to Soviet siiee. But by late 1981, ofOdalt said 
a tnaxiraiBn of four might be provided. 
The mess at Atommadi did iitvite the 
attention of politbuia In 1983, Vladimir 
I Dol^kh, CPSU leactaiy for he^ in- 
dust^ v^ked the Atoimnath ndmage- 
ment for "having a ntanber of years 
luted to piKierve antroved tedinolcvlcal 
fmr gross violatloa of state 


d^i^he. for ginw deviation from dtlign 
standards and for failing to insure the ac- 
cidem free operations of enUneering com¬ 
munications". Deputy prime minister 
Ignaii Novikov and G^nadi Fomin, 
chairman of the state Committee on civil 
constructions lost their jobs {New York 
Times, July 26, 1983). 

Atommash is reportedly in even more 
serious trouble. According to a New Scien- 
tisl (January 26, 1984) report by Zhores 
Medvedev;, its heavy foundations began 
to give way in 1983... walls collapsed and 
serious accidents stopped the plant’s 
operation. Reason; the three giant 
structures—Atommash. Energomash 
(heavy industrial complex supplying steel 
for Atommash) and the city of 
Voigadonsk were built well below the level 
of the artificial 1080 .sq mile Iktmlyan- 
skoye Sea. Since the exploratory bore 
holes were drilled too wide apart, the large 
underground cavities beneath the plant 
went unnoticed. These cavities were fiU- 
ing up with water from the sea. The water 
table in the entire area has risen sharply 
in recent years, undermining all the three 
units. .Soviet scientists were toying with the 
idea of protecting the structure by freezing 
into permafrost the groundwater laden 
soil of this temperate region. According 
to Medvedev, this is highly impracticable, 
"the only real answer is to transfer the 
plant, lock, stock and barrel, to a new 
firmer location.” 

Safety Consciousness in India 
AND THE USSR 

. Several safety lapses on the part of In¬ 
dian atomic establishment have come to 
light. Naroia, where two 23S MW reactors 
are coming up is a seismic zone and lAEC 
claims that an earthquake will have no 
effMt on the reactor. Chairman lAEC 
quotes the example of Soviet Union, 
which has six reactors in seismic zones. 
Ironically, according to a news report in 
Janayugam, the organ of the Communist 
Baity of India, the work at the reactor be¬ 
ing built at Krasnodar, a seismic sme has 
been stalled in response to the people’s 
protest. This decision in spite of the huge 
investment made so far, indicates that the 
Soviet authorities m not all* that sure 
about the safety aspects. 

At Kbodamkulam, the proposed nte of 
VVER KWOs no oivironmental impact 
assessment or any study of the feasibility 
of rescue work in the event of a major ac¬ 
cident has been dond The atomic energy 
establiduiiait in India will haveto tdl the 
peo]rie a8 to how the WER 1000 reactor, 
built at Ato m m a s h will be safe The Soviet 
authorities should also reconsider the 
jitttifli^ty of exporting a potentially 
duigerous technol^.to a nation which 
does not even bother to observe the 
(uelirnfaiary safety measures. 


.Norapber 26. 1988 


AFTEaMATH OF CHEttNOBVL 

Information regarding the aeddent was 
relayed to the neighbouring governments 
on the third day. only after Sweden sought 
an explanation for the radioactive anoma¬ 
ly observed by their monitoring agencies. 
Rosalie Bertell wonders as to how the US 
spy satellite (which ha.s resolution power 
to read a licence plate number on earth 
and liKatc lost persons in w ilderness area) 
missed the evpiosion, graphite fire and 
evacuation of 2.^.t)00 petvpic in ttii? vicinity , 
of the reactor. 

Serious lapses have been reported in the 
official version regarding the dose lo the 
people and the health effects. As per the 
data provided by the Soviet scientists to 
IAEA experts, the total dose to USSR 
people was 2 million man seiverts 
(I seivert (Sv) = 100 Rems). The IAEA 
sources point out that it is 20 million 
manSv {Nature 321:1986). Roger H Cbuk 
of NRPB UK .says that this difference is 
due to the underestimation of long lived 
isotopes like cesium 137 (half life 33 
years), .strontium 90 (half lif^e 27.7 years) 
and plutonium 239 (half life 25,000 years), 

Valery N Soyfer, the geneticist who 
founded the first molecular biology and 
genetics laboratory in USSR questions the 
correctness of dose assessment: 

Immediately after the accident, the 
Soviet mass media talked about the 
radioactive isotope of iodine 131. Its half 
life is relatively small, about 8 days. It wgs 
reported that SO to 80 per cent of all radia¬ 
tion that fell to the ground was made up 
of this isotope. 

In reality, iodine 131 formed no more 
than 10 per cent to IS per cent in most 
of the tests. The long lived isotopes often 
formed more than one-third of the total 
of radioactive substances. Yet the estimate 
of the future increase in cancer deaths was 
based on the presence of iodine 131 in the 
radioactive dust that fell on that part of 
the Soviet Union where 7S million peo¬ 
ple live (Effects of Chernobyl much more 
than indicated, Third World Network 
futures. No 141, 1988). 

While information on dose from 
cesium was denied to the Soviet people^ 
their scientists told the IAEA exp^ that 
1 million curies of cesium 137 has been 
deposited in the European region of 
USSR (Data prepared for IAEA coit- 
ference at Vienna, August 1986 by the 
USSR State Committee for Using Atomic 
Energy). Soviet scientists estimated 41S0 
additional cancers over the next 70 yean, 
which is Mess than 0.0S per cent from the 
Inel of death rates caus^ by spontaneous 
cancer*. Robert Gale, the American whef' 
did bone marrow transplantation of Cho'- 
nobyl victims predict^ 6000 additional 
rases {Third World Network futures, 
141). According ta John B Coff'man, the 
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' 'woulcF' atf additional': 

.9,31,000 cancers (half of them fatal) and 
19,300leukaemias. Of this, 4.,2M300 would 
be in Russia and 5,26,700 in other 
countries. 

Alongwith this gross underestimation 
there was a total denial of any probabili¬ 
ty of genetic/congenital anomalies or 
abortion. In an IAEA meeting at Kiev, the 
Soviet sdmtists advised the people to shed 
what they termed as radiophobia, which 
was spreading in USSR (The Times of 
India. May 13, 1988). Says Tayefa: 

The amazing peculiarity of the Soviet 
report is that there were no reference to future 
increase in herditary disorders. Specialists in 
genetics know that the frequency of 
hereditary diseases is greater than the fre. 
qucncy of cancerous degeneration under the 
influence of the same doses. This correlation 
applies to the consequences of Chernobyl as 
vucH (Third World Network Features, 141). 

The governments in the west did not tell 
their people all what they knew about the 
possible consequences of the fall out. 
While in the US data on increa.se in 
radioactivity was available for the public, 
France even refused to provide the same 
in spite of a request by the NATO allies 
(No Immediate Danger by Rosalie Bertell, 
Women's Press, 1986). All governments 
however consoled the people that the 
future health effects would be negligible. 

The USSR set up its first plutonium 
processing plant at Cheliyabinsk in the 
Ural mountains in 1947. The military 
establishment had, in the following two 
years amassed enough plutonium to 
detonate a bomb in September 1949, on 
the 70th birthday of Joseph Stalin. In 
1957 an accident took place at 
Cheliyabinsk due to the explosion of the 
ammonium nitrate in the waste. “Some fO 
million curies of strontium 90 and other 
highly active elements like plutonium 
spewed into the surrounding country side. 
About 60,000 people had to be evacuated. 
30 towns eliminated. Eyewitnesses testi¬ 
fied of vast territory. laid waste and 
the road blocks and warnings to travellers. 
There were huge piles of contaminated top 
soil, the contaminated houses were pull¬ 
ed down to prevent their owners from 
retrieving the poisoned possessions. 
Thousands of people were hospitalised, 
the local people referred to the Urals as 
the graveyard of the earth” (Bertell, 1986). 
The Crst report of this accident, more 
serious than Chernobyl, appeared in New 
Scientist after 20 years. 

. Cheliyabinsk also housed a Secret 
Science Centre, where the majority of 
scientists were prisoners. Immediately 
after the aeddent, another research lab 
was set up hem under A I Burnazian, a 
lieutenant general and a deputy minister 
of health. The dissident geneticist Zhores 
Medvedev says that he turned down the 


.invitation> to worh di 1^4 'Radiatidh. 
Research Laboratory, siniee it enttdied 
curtailment of professional freedom to 
publish papers and also a strict surveil¬ 
lance by the secret police. The results of 
30 year long observation of plant, animal 
and human life in the Urals have not been 
published so far. Nikolai P Dubinin, a 
geneticist mentions in his autobiography 
Bernal Motion, of a 1970 report of the 
presidium of Soviet Academy of Sciences 
in which results of 11 years of expoiments 
and observation at the Urals were quoted. 
In the contaminated area 

Some species died out, some continued to 
suffer for a long time, their population reduc¬ 
ed in size and some evolved towards a higher 
resistance. Ail the fine trees in the area died 
out and about 80 per cent of the bush trees 
were severely damaged. Higher plants and 
trees were replaced by radioresistant grass. 

In the International Conference on 
Genetics held in the USSR in 1977 
Dubinin spoke to 2000 geneticists from all 
over the world that any further advancing 
along the path of uncontrolled damage to 
the biological basis of mankind’s existence 
could bring about great losses in the 
biological quality of human population. 
The percentage of children in industrialis¬ 
ed countries born with congenital 
anomalies more than doubled between 
1956 and 1977 (Milwankee Journal, 
August 23, 1978). 

Soviet Union and the Comecon nations 
have a third of the nudear fadlities in the 
world. Naturally, a third of the victims of 


CDidd Ira Ugher la pteopdfc 
they have to keep and ieprooen Rpm hid 
from the plante exported away them: The 
nuclear science estabUihmeat of USSR 
has been observing the ecolo^eal ejects 
of Chdiyalnnsk aeddent for the past dtree 
decades. Similarly, the health status of 
workers and population exposed to ‘lower* 
levek of radiation from the *nonnally’ 
functioning reactors might also have been 
monitored. Findings of these stucUra are 
not available to the international 
community. 

Health sutistics like birth anomalies, 
sex ratio at birth, cause of death etc, have 
to be reanalysed with spedfic reference to 
radiation and other cardnogens. A col¬ 
laborative effort by the intdrnational 
scientific collective with no bias against 
the Soviet Union or towards nudear 
energy would definitely increase our 
chances of survival Soviet Union can wdl 
afford to spend a minimum of five years 
in sorting out the unresolved Safety pro¬ 
blems of nuclear power with the support 
and goodwill of global anti-nuclear, en¬ 
vironmental groups. Construction or sale 
of nuclear reactors to other countries can 
also wait. 

Kremlin has allowed the hawks from 
Fenugon to inspect the nudear installa¬ 
tions in Soviet Union. Now, a few doves 
doing medical research must be allowed 
to see the voluminous health data of 
wo.' kers and people exposed to radiation 
from the dvil and military nuclear 
programme 
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Towards a Theory of the Value of Capital Goods 

A Techno^Economic Approach 

Hrithikea BbrnttaiAarym 

Studies made so far on the determination of the value of a capital good proceeded with an a priori assumption 
cf exponential decay in capital good. From this assumption flowed the exponential decline in the rental cf capita! 
services. The value of a capital good war then determined as equal to the present value of such renttds after taking 
into account depreciation and otho" tax incentives. Conflicting results have, however, been obtained in testing 
the basic assumptions empirically. One qf the reasons may be the absence of a theoretical framework for deter¬ 
mining the value of a capital good. An attempt is made in this paper to construct such a theoretical framework 
based onjhe laws of thermodynamics. 


«^HEN an entrepreneur buysi a unit of plant 
and machinery, he, in fact, buys a quantity 
of unita of cotH«rsion service which can 
transform a (ivcn quantity of input into out¬ 
put per unit of utilisation of this service. 
Output may be single homogeneous or a 
pack^ of multiple non-horndgeneous 
items* including byproducts, it follows, 
therefore; that when the machine is operated 
by an appropriate amount of technological 
factors a unit of service is released^ which 
transforms a given iiUMit or set of inputs into 
a predesignated output or set of outputs. 

This concept is nearer to the capital 
service concept of many writers. Particular 
mention can be made of Jorgenson (1967) 
and Cool (1971). The produceabillty of a 
machine is then regarded as equal to the flow 
of capital services during its Ufe-timc. In 
terms of output it should be: 

(1) 0 - Z m c, . t - 0. 1.2.3. . r 

where 0 » aggregate ouput 

c <>° Units of capital service of a 
machine during time t 
m » Outpmooefficiemperuiiitofc 
Equation (1) gives us the capacity of 
a machine as is commonly understood 
is the rated capacity. Bischoff(1971) 
dt 

here gives a caution that unless the machine 
is used on a twenty-four hour basis it is dif¬ 
ficult to have a unique measure of capacity. 
Wa howevei; find it difficult to agree with 
Bischoff because the technical in-built 
capacity of a machine can be measured iay 
dose approximation by running the machiiie 
under laboratory conditions when it is in 
complete mdered state and noting its co- 
effidem of decay as we shall examine later. 
Mb cannot also agree with Bischoff when he 
tries to solve the 'ticklish' problem pf 
defining capacity by assuming a “nori^ 
capadty" set by institutional patterns which 
'bould be altered only by incurring higher 
cost” because he is in bet talking of 
managerial and cost constraints towards 
realisation of buUt-in capacity of a machi n e 
which Is determined by the tedmology, in¬ 
dependent of the former. Moicovei; Institu- 
tionai pattern’ miqr be firm-spedfic which 
can v/rfote the understanding of the general 
value of a capital asset. 

Value of a c^iital good has been defined 


as the aggregate value (or present value) of 
the stream of capital services built in it by 
a given technical structure. Hall and 
Jorgenson, Bischoff, Coen (all 1971) in their 
studies attempted to translate the value of 
c^iital services into rentals of ca|dtal asset 
adjusted by firm-spedfic tax rate and 
deinedation allowance for purpose of deter¬ 
mining the effect of tax incentives on firms' 
investment decision. Hall and Jorgenson 
(1971) in particular, in determining rental 
price of a capital good proceeded first Iqr 
defining profit (Z' g) in special sensed' as 
the difference between current revenue and 
current outlay less the rental value of capital 
services. That is, 

(2) Z'b * pQ - wL - cK 
Where P = price of output 

Q > quantity of output 
w => price of labour unit 
L = quantity of labour input 
c rental price of capital 
K - quantity of capital 

Under this model profit is maximised sub¬ 
ject to a production function of the type 
Q xc 0 (L, K). From here th^ have mov^ 
to determine the price of new capital asset 
(Q) as eqiud to the present value of future 
rentals. Incorporating direct taxation (u) and 
tax credit and assuming fhll reversibility of 
investment the relationship between the price 
of capital services (c) and the price of capital 
good (q) takes the following form: 

3)c-ql(l - uh)+dl(lK -uz)/(l - u) 
Where z is the present vtdue of depredation 
deductions. 

Bischoff (1971) and Nickell (1978) have 
presented more or less similar modeb. Rest 
of literature, as far as hat been possible to 
study, are not very differoit in respect of the 
basic concepts presented above. 

Decay of Capital Goods 

According to the studies mentioned above 
roital price of capital service it dependent 
upon output, tax rate, depredation al¬ 
lowance and tax credit if allov^ by tax laws 
of any country. While output it endogenous 
to (hw firm all other factors are exogenous 
in nature on which firm hat no control. The 
rental pike of caidtal services suits the con¬ 


cept of marginal iHoductivity of capital 
wUch emanates frmn the neoclassical model 
of investment behaviour. It is based on the 
assumption that present value of the stream 
of income from the marginal investment in 
a cairital good is equal to the purchase price 
of the asset. 

In all such analyses it is assumed that the 
capital good ded^ exponentially. According 
to Bischoff (1971) this decay may result from 
physical ikterioration of capaaty so that 
flow of output it can produce becomes less 
over time Nickel! (1978) reaffirms it by say¬ 
ing that nothing the firm does can affect this 
dec^; It goes on regardless of mamtenance 
expenditure or intensity of use or in fact, 
an^hing at all. The consequence of this 
decay as per Bischoff is the exponential fall 
in the flow of rent fiom capital good from 
an initial rent c(o) taking the form c(o)e 
He has adduced this fall not only to the 
physical deterioration of the machine but 
also to rise in wages or rents on pon-fixed 
factors and also to the fall in the price of 
outputs. His rent here is nothing but net 
operating profit desired from the capital 
good which falls exponentially over the life 
of the machine due partly to the rise in 
operating costs. Here he comes closer to 
Gross (1971) who postulates that operating 
cost of a machine in itt replacement Qfde 
wodld normally increase with time. Hall and 
Jorgenson (1971) echo the same assumption 
more or leu and all of them agree that the 
price of a new capital ^xid must, therefore; 
be equal to the piesem valiK of fiiture rentals 
from such crqrital good. 

Conflicting findings are; however, obser¬ 
ved in empirical tests of the hypothesis of 
exponentiiri deegy of output/rentid of capital 
goods. Cagan (196S), Grilichet (1970) aiul 
Hall 0971) have shown that exponential 
deci^ is not a bad approximatioa to reality 
after the first years. But studies of Feldstcin 
and Rothschild (1974) on Winfkey’s (1935) 
empiricid frequency curves have shown that 
the amumption of exponential decay is not 
l^nerally acceptable. NickdK1978) alto holds 
the tame view, theapnon auumptionsof 
rxponential decay (Bis^ff, HaB, Jorgenson, 
etc) and increasing operating costs (Gfoss, 
Nickdl, etc) are rrdtlwr based on any srdid 
theoretical framework nor on any dMiled 
analysis of reasons behind the assumptions. 
In this paper an miotipt is made to construct 
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will then pncMd to dcvefep « modd toi 
flnn-4P(«fk vilne of eapitd good wUch can 
^ also boused as atool for project evaluation 
by firms. 

GENERAL VALUE MODEL 


'siidbb ttflieat «Bc^^ 
pioducdve system as having two partS'-'One 
whkh produces the mechani^ energy 
(transfi^ng netuwk) and the other which 
uses it for conyersioo ^ convetible iiqwt into 
final output (conversion network). 

The efficiency of a heat engine is deflned 


as: 


The first problem an analyst faces in 
evaluating a capital good is in respect of 
estimating probdile cash flows (or rentals 
according to Bischoff, etc) from the capital 
asset It is unfortunaiR however, that whilst 
forecasting is'of major importance to deter¬ 
mine the value of capital assets and on which 
depends investment dedsions of firms, it 
tends to be neglected by literaturcL While 
agreeiiig with Smcliflb aid Bromwich (1986) 
that this may be because no clear-cut tech¬ 
niques have emerged to solve what is most 
difficult problem, we can attack the problem 
first from the technical side and then from 
the financial side which will enable us to 
determine the general value of a capital good 
and then its firm-specific value. 

The technical aspect of the problem has 
its root in natural laws, paiticuhurly the laws 
of physics. But before we proceed on this let 
us define our model in general terms. 

General value of a capital good K(T) 
without salvage value can be deflned simidy 
as; 

(4) Ka)*Y(T)-H(T)-R(T)-L{T) A(T) 

Where Y(T) = Tbtal output 

H(T) Ibtal converter inputs 
R(T) - Ibtal convertible inputs 
(popularly known as raw 
materials) 

L(T) a Ibtal labour inputs 
A(T) « Ibtal maintenance and 
repairs 

Wb shall include salvage value in our model 
at a later stage We also ignore here taxation 
and dquedation which are flrm-specifk and 
asset-spedfle respectively. Thege two wfll 
also be taken up at a later stage. The dif¬ 
ferential form of the above model will then 
look like the following: 

(5) dk«(y(t)dtl-Nt)dt+r(t)dt+l(t)dt+a(t)dtl 

The fint term of the right-hand side of the 
equation re|weaents output and the rest 
operating expenses. We shall now explain 
each term under thme two broad heads. For 
convenience of analysis we shall first take 
up operating expenses and then final out¬ 
put and ultimately emnbine all the terms in 
a general equation. 

OPERATINO Expenses 
Comerier Inputs h(t) 

Wb have said earlier that a capital good 
is noth^but congealed conversion services. 
This isstaflar to Geotgeseu-Roegen^s (1971) 
uadarstanding ^ cap^ good as a fund of 
servloei Ul us define this convetdoo service 
as mechn^ energy, or "work" in i%sics 
at B ratoRsetlby a heat engine by transfor- 


Work units got out 
(Mechanical energy) 

Wbrk units put in 
(Heat energy) 

It is obvious that if this ratio is I the engine 
can be said to be operating on utmost effi¬ 
ciency. Alternatively, if we consider work as 
the mechanical equivalent of heat then we 
can say if H uniu of heat are completely 
converted into W units of work then 
W JH where J is a constant called the 
mechanical equivalent of heat or Joule's 
equivalent. J represents the amount of work 
obtainable by the complete conversion of 
unit quantity of heat into mechanical work. 
In si units W and H would both be 
measured in Joules and J would, therefore^ 
be equal to 1. But it is found that even in 
case of a Rankine engine—an ideal complete 
expansion engine in whidi there is no fric- 
loss—no change of kinetic energy and 
the process of expansion is adiabatic (closed) 
complete conversion of heat energy is not 
possible (Faires, 1948). However, since the 
imaginary Rankine engine is adiabatic in 
nature the efficiency ratio is expected to 
remain consunt. 

But the efflciency ratio of Rankine engine 
is still less than that of another imaginary 
engine like Carnot ei)gine which is imagined 
to be capable of running a reversible pro¬ 
cess. Here also the mechanical friction of the 
engine is assumed to be nil or negligible The 
system is set into niotion by the instan¬ 
taneous application of inflnitesiinally sma!! 
force dF and reversed 1^ flying the force 
-dF. The force dF or - DF which momen¬ 
tarily unbalances the system is extremely 
sma^ hence movement of the system's com¬ 
ponents proceeds very dowly. In this process 
we get the maximum work output than ar^ 
irrevmslble or adiabatic process.' 

The nwst important common feature of 
both the Rankiiw engine and that of a rever¬ 
sible engine of the type imagined by Carnot 
is the frictionlessnos. What makes the rever¬ 
sible engine better is that the system can be 
brought back to its original stat^ every time 
the |»ocess is tepeate4 leaving no compen¬ 
satory changes along the path which is in 
equilibrium at every stage of its operation. 
In other words, as Georgescu-Roegen (1971) 
holds, the system is stationary in the sense 
that whatever it does can be repeated 
identically over and over agaiii. But it is 
imperative, as per him, that fund factors in¬ 
volved in it should not come out degraded 
after every operation. Entropic change which 
is a measure of unavailable energy, in such 
a ‘(({HUionary' or reversible system will 
be zero. 

Die energy equation given by first law of 


thermodynamics if comoined with the 
second law, i e, law of entropy, we get wbgt 
is known as Gibbs-Helmhoitt equation; 


Where AE is the change in internal energy; 
T IS the tempetatuiO and w is work dona 
This is deriv^ by incorporating the entropy 

equation of second law, namely, ****”* or 

T 


that of Carnot cycle - qj ~ Ti 

T, 

in the first law equation namely; AE«q -w. 

Thus in any system of conversion of heat 
enetgy (q) to mechanical eneigy (w) comidele 
conversion is not possible due to restriction 
imposed by the laws of thermodynamics. If 
the process is irreversible the entropic change 
dq^ 

will be X - > 0 whereas in case of 

T 

reversible engine it will be equal to zero. 

The reversible engine is however, im¬ 
aginary and no machine could as yet been 
developed which can violate the second law 
We cannot, therefore, construct an engine 
which can convert into work all the heat 
eneigy supplied to it. By operation of natural 
law, theretore, the output/input ratio of the 
first part of a caintal asset, namdy, diat pro¬ 
viding the conversion service will never be 
equal to 1. 

Besides, as the applied fnce in a reverdble 
process is vanishingly smalt the' luocess 
which produces highest amount of work is 
also the slowest process. Hence, even if such 
a process could ever have been inven(ed it 
would not have been of much use in econo¬ 
mic production. AH actual processes and for 
that matter all natural processes go with a 
measurable speed, that is, there is a measur¬ 
able difference between the driving force and 
the opposing force and hence the law of 
entropy starts operating in all such processes 
which lose a portion of energy input into the 
surrounding. This is unidirectional in nature 
where time enters as a factor (Bhattacharya, 
1985). 

A capital good due to above phenomena 
is not only irreversible but is also subject to 
alt irreversible processes of nature Thw two 
together not only gives an efflciency ratio 
of less than that of the id 'al situation but 
continuously lowers down the ratkr along a 
time scale. Let us explain this in some more 
detail. 

We have indicated earlier that one of the 
reasons of the cfliciency of both Rankine 
and Carnot engine is their frietkmiessness. 
The friction consumes a portion of energy 
input which cannot be converted into work 
output.. An actual enaine which cannot 
avoid being friction prone; hence irrevetriblq 
will, therefore {tavean inefficiency level built 
into it and hence, starts with a lower effl¬ 
ciency ratio as compared to an ideal engine 
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:]f, hoMcver Uitt ntk)^ wfaidi we nuv term 
'» actual efficiency ration remaint constant 
it is pouiUe to construct a second order 
perpetual motion machine by thermally 
Isolating the system from all other bodies 
and feeding back the energy consumed due 
to friction. But this is not to be the case. 
Friction itself being an actual process and 
‘.hence irreversible; each operation of the 
ituchine increases the impad of the friction, 
thereby widening the compensatory changes 
and hence, demanding more and more 
amount of energy to its own process leaving 
lesa and less for production of mechanical 
energy (conversion service or work). There- 
jton subsequent cycle will need increas¬ 
ing amount of heat energy. In other words, 
each subsequent unit of conversion service 
should become more and mote costly. 

Can maintenance and repairs take care of 
. tUs increasing friction loss? It is commonly 
, briieved that maintenance efforts aim at 
keeping the capital good continuously in an 
ontefbd state. This implies that a capita) 
good or for that matter any ordered struc¬ 
ture has the inherent tendency to move 
towards a disordered state This realisation 
is within our common tense It is also com¬ 
mon knowledge that a great many systems 
when left to themselves do not remain inertly 
In the condition in which they are Hrst 
Observed but a sequence of changes occurs 
which forces them into a dead level from 
! which they can be aroused only by some sort 
'of action from outside—that is by breaking 
the condition that the system be isolated 
(Bridgman, 1961). The question is whether 
maintenance and repairs can break such a 
conditioa That is, whether it can recover the 
original condition of the machine It is the 
recoverability of the original condition that 
is more important to us than reversibility 
though when we have reversibility we also 
have recovendnlity. Friction, as has been said 
before; itself being an irreversible process 
acting on a machine ail the state parameters 

the system cannot be fully reemwred. This 
implies that some of the state parameten can 
be recovered but not all. In fact, reversibility 
should not be defined in terms of a reversal 
of sequences of all the parameters of the 
state (Bridgman, 1961); some of the stete 
parameters can be restored by proper 
maintenaiice. If the machine is left to it^f 
(mention after operation without mainte¬ 
nance none of the state parameters is 
restored which will force the machine to a 
dead level earlier than if restorable para¬ 
meters were restored. Maintenance and 
repairs can, thoefore, take cate of only the 
restorable parameter of the machine It 
follows then that the non-restonble pam- 
tneiets are left to themselves, hence degnde 
continuously. Due to this increasing degn- 
datlon of non-restorable pammetets (which 
also affect the funcdoid^ ()f restonble 
parameten as well, as we sKaO see soon) each 
subsequent convenioa cycle will con¬ 
tinuously need increasing amount of heat 
energy. 

Let us now turn to the user part of the 


plant which nceivm the ci^Vp^oii service 
for coRversiem of'ebnvettibb'input (raw 
material) into final output 

The user part of the system receives the 
conversion service throu^ one of its parts 
and transfers it to a network of inter¬ 
dependent organs which now become active 
and ready for converting a unit of taw 
material into output. Actual conversion is 
done when labours also spend their mecha¬ 
nical energy in bringing the raw material in 
contact with the conversion network. As the 
conversion network with all its parts also is 
subject to friction and operation of second 
law. like the part producing the conversion 
service; this system or more particularly this 
sub-system will also degrade with every 
operation and along a time scale. 

The irreversible changes in the conversion 
network due to frictitm and molecular 
disorder affect its synchronised structure In 
every subsequent operation, therefore, the 
system itself will consume and/or lose a 
position of conversion service received by it. 
Since a unit of raw material caimot be con¬ 
verted into output unless it receives a full 
unit of conversion service the conversion 
network has to increasingly usurp a portion 
of subsequent unit of conversion service 
flowing into it to provide a whole unit to the 
convertible raw material. As a result, cost 
of conversion service per unit of output will 
increase at an increasing rata In other words, 
consumption of converter inputs will rise 
increasingly with ener^ subsequent output. 

We, therefore, find that due to operation 
of natural laws the system as a whole will 
consume converter inputs at an increasing 
rata Analytically this may be presented as 
below; 

For convenience sake we shall assuma at 
the outset, an expiinential frdl in the final 
output (y). That is yltl^yfOle"*, We shall 
set out our arguments for deriving this term 
later under the head output. Now, at t ° 0; 
h(t) = h(0) when h(0) »m(0) y(0) or 
llffl)- = m(0) where h is proportional to y. 
y(0) 

Henca 

(SJ) h(t) = y(0)e- * - 

y(0) 

- h(0)e<»-« 

where (a - d) is the coefficient of exponen¬ 
tial rise in converter inputs. 

Nature of Maintenance and Repair 

Et^teneHture [a(t)] 

The next question arises then, should the 
maintenance and repair expendftuic lonain 
constant over the life of the machine? As 
maintenance takes care oidy of testeraUe 
parameters it should logicdly follow that 
maintenance cost should remain fixetL The 
assumption behind this k that resuuable 
parameters return to their original oomfitkm 
when maintenance it provided. But the state 
of a machine is represented by a set of 
parameters' which are interdependent. 
Hence, the restorable pmmetert caruiot 
remain free from the impact of non- 
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in a time scale; The d^nidiikMi bf iliom- 
restorable parametm aill then lower down 
the efficiency of restorable panmetm also 
and the total system will now dernand more 
enogy for restoration.* At a result, cost of 
maintenance will also rise with the age of 
the maclune. Let us now deal with the 
question of repair and fe^acement of parts. 

Although thermodynunict, particularly 
the second law is based on human experience 
and so is not concerned with the structure 
of matter or the molecular concepts, it is 
instructive here to consider the molecular 
base of entropy. Since there exisu a naturat 
tendency for an ordered state of things to 
get disordered through int» pliqr of natural 
forces one can identify inoease of entropy 
as increase of disorder or randomneu of the 
system on the molecular level (FaUt, 1970). 
I^en dietefbre; a system has reached a cer¬ 
tain level of disoiderliness on the molecular 
level and a part of the system is replaced 
(because its disorderliness has reached 
maximum) by a new part with more ordered 
molecular structure, the latter cannot ftinc- 
tion as efficiently as it should if it were a 
part of the origii^ machine where all of its 
parts were joined together in a given state 
of equilibrium. The decaying parts of the 
machine will soon force replaced part to 
reach its maximum state of disorderliness 
faster than the original part of the original 
machine; Time period bMween two replace¬ 
ment will be shorter and shorter over time. 
We can conclude, therefore, that the aggre¬ 
gate cost of maintenance, repair and replace¬ 
ment will rise increasingly with the age of 
the machine We can now present this in 
analytical form: 

(S.S) a(t) a(0)e*' 

Whm 6 is the exponential rate of increase 
in maintenance and repaire This perhaps, 
expluns the assumption made by Nici^l 
(l^S) that expenditure on maintenance and 
repairs increase as the capital good ages and 
becomes infinitely large as the capital good 
becomes infinitdy.old. 

Convertible Inputs {Raw Material) [r(t)] 

From the discussion made to far it 
appears that conversion tervicefteleased by 
the first part of the |dant are complete in 
all respects (though cost per unit of such 
service is increasing) and hence, a unit of 
such service it capable of converting a raw 
material into final output. In such a caK 
there should not be any inernse in cwnsump- 
tion of raw material per unit of (nitput. In 
other wonb, physical output/input ntio will 
remain contunt throug^t the Ufe of the 
machine. Let us now have a closer look ihto 
the isSure iitvolvad in it. 

We have already tden that in case- of 
energy transformation the output/input 
ratio U to thiui 1 MhinUio. In caw of con¬ 
version of one input matter to another out¬ 
put matter (other than eneigy ttansforhia- 
tion) although law of edtropy may nM 
opueaa directly sneept (m mdeddar kwl, 
the very act of cohv^on (which atty be 
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coMMinMf up 

• portloapf <otiMlitibie nuttw {n tht fom 
of abioip^ by die ocmtnipn ptocen itMif 
amt leaves anoither portion to environment 
'kimoit similar to entropie operation on 
enetb' transilormation. UnavailaUe material 
or which is popularly calM material wastage 
is. therefore, a necessary condition for pro¬ 
duction, ^Muting process cannot be avoided 
in any pnoductive process. Hence^ here also 
the output/input ratio win be less than I 
ab-Mtio. 

The question now is whether the given 
output/input ratio (though leu than 1) will 
remain 6<mstant throughout the life of the 
machine: Following the arguments made in 
earlier paragraphs particularly in respect of 
heat engine (which are iqipiicidile in case of 
conversion netwwk also) we can s^ that 
increasing degradation or disintegration of 
the conuerrion systems is also a condition 
impost by the nature Continuous dis¬ 
integration of the system win waste more and 
more raw materiab to itself and also to the 
environment. A falling output/input ratio 
of the conversion network is, thereforev a 
natural outcome of the process. In other 
words, total material consumption per unit 
of ou^t shall increase with the age of the 
machine Analytical presentation of this pro¬ 
position is similar to that of converter input: 
Initially at t^O; r(t)wr(()) when i(0)<»g(0M0) 

or KO) a, g(0) where r is propositionai 
y(0) ' 

to y which coefticient is given by g(0). 
(5.3) Hence, r(t) «■ r(0)eti-«i; 

where effectively (A-d) is the coefficient for 
exponential riK in consumption of raw 
materials. 

Labour {A(t)] 

Labour is engaged in both the parts of the 
productive system. In the first part he brings 
converter inputs to the source of the trans¬ 
forming network producing conversion 
servivees. This he does by providing his 
mechanical energy Ophyskal energy of the 
body system converted into mechanical 
energy). The situation udil not be any dif¬ 
ferent if the labour is replaced Iqr robot if 
we assume continuously replaceable homo¬ 
geneous Miour. In the other part, he brings, 
convertible inpuu (raw materials) to the 
source of conversion service used by the con¬ 
version network. 

In both the two parts because of incraas- 
ing consumption inppu (h and r) po-unit 
of conversion service arid per unit of output 
respectively, Incieas in g a m ount of Irimur is 
renpiited at the first instance for handling 
incteaalng amount of Inputs. If we how 
innoduce time dimension to the shuation we 
find that unit of labour time per unit ohh 
and r is increasing at in incraa^ rate Nox 
comes the hdwnr time spent on bringing the 
inpms to the contact of transforming and 
cooranloo nttwotfc. Because of the degndn- 
tiesiardMMttgtntianoriMtbthetwonst- 


works, Uhowr must spend Inetcaafnidy fuoie 
of hit mechanical energy in adjusting and 
httiding the netvrorks closer to their com¬ 
petence of producing a unit of output (con¬ 
version service or final output). Hokfing our 
earlier assumption of'homogeneous and 
continuously replaceable labour (such that 
each labour spends hit maximum mecha¬ 
nical energy) and aUowing, once again, time 
to enter into the arena we find timilarly that 
more amount of labour is needed per unit 
of transformatitm or conversion effort, 
Jience per unit of cmiversion service and 
final output. In both the parts of the |»o- 
ductive system labour itqwt must rise at an 
increasing rate. 

Or finally, if all labours are linked to final 
output we may say that labour input per unit 
of output should rise incteatin^y with time. 
Analytically we m^ put the proposition in 
the follotring form: ' 

Initially at t^O, l(t)wl(0) when ]09wb(q)y(O) 

or » WO) where 1 U proprotional to 

y(0) 

which coetfciem is given by WO). 

(3.4) Hence, l(t) = l(0)eW-«‘; 
whm (P> <Q is the coefficient for exponen¬ 
tial rise in labour. 

Output 

Fine/ Output [y(t)} 

As conversion service is also ouqnit of the 
first part of the piant, ie^ transforming 
network the arguments made and conclu¬ 
sions reached in respect of this part are also 
applicable in case of the other part of the 
plant, namely, the conversion network pro¬ 
ducing final output Let us recapitulate and 
examine thdr effect on convetsion network. 

Firstly, a reversible system is a stationary 
system where whatevo' it does can be 
repeated over and over again in exactly the 
same manner and with exactly the same 
results. But since all actual systems are 
irreversible and conversion network is an 
actual system every operation of it shall leave 
a mark of compensatory changes. That is, 
it will be subject to the law of entropy. In 
foct, a system which wotdd remain outside 
the influence of the entropy law is foctually 
absured (Oeorgescu-Roe^> 1971). These 
compensatory change of the parameters of 
the state (though some of them, ie^ the 
restorsble parameters can be recovered to 
some extent through maintenance and 
repairs) when considered along a time scale 
will emdtie us to visualise that time required 
for producing every subsequent output is 
increasing. 

Secondly, an actual system is not only 
Irreveifible but is also subject to all actual 
andnsatmalprocesseswhicharealsoirrever- 
siMe. When irreversible natural processes or 
an actiud Mclioiul process are acting jointly 
on another irreversibU system, magnitude of 
thdr total impact must be very high on the 
latter. The result is, rising volume of com¬ 
pensatory changes. Who will pmr for these 


rUngfOmpensoiory changes? Some one has 
HcMobbr 2d; IMI 


to pay for it, otherwise production will not 
be possible because a unit of raw materiiti 
must receive adequate amount of service 
from the conversion network (the argument 
applies in case of transforming network also) 
for conversion imo final output. It is no one 
dse but the madiine which must pav for this 
increasing level of compensate^ changes. 
This it does by paying time: This is the cmly 
titing it can do. Time now enters as a foctod 
of production (Bhattacharya, 1985). The 
lathe must now move alittle more to cut the 
metal Waoed on the cutting table: And it will 
be all the more all the time. 

It is obvious now tiuH the machine whidi 
produced a certain quantity of output in a 
given unit of time v^ produce lesser and 
lesser output in robsequent units of time: 
Hence; the fall*in output can be reinesented 
as below: 

(5.1)y(t)-y(0)e*; 

where y(0) is the standard levd of emsadty 
ouHHit when the system is in equilibrium 
(ordered) state and d is the constant for 
exponential fall in output capacity. 

Salvage Value (V) 

The capital good haviiv produced a 
quantity of output finally reaches the junk- 
heap in its irresistible death-mardt. The 
mortality characteristics of capital goods are 
similar to that of human beings. Orant and 
Norton (1955) have also held, from the 
results of thdr statisticat investigation, that 
the determination of serviceability of 
machines follow a geometric progression liiw 
similar to human bangs. 

However, junk also has a vdue like the 
.skeleton of human brings. But this value 
which is popularly called salvage value does 
not neemsi^y bear any relationship with 
the body which was once functional. It is 
a separate and distinct value by itself. It can 
also be regarded as the ultimate product of 
the machine (Hicks, 1946) to be valued 
separately. Salvage vriue cannot, thaefotc, 
be derived from the model we have discussed 
so far. It has to be separately included in the 
model as V. 

It may not also be difiicult to estimate the 
value of the salvage The market value of the 
junk of the given type and weight can be 
uken as the value of the salvage and inriu- 
ded in the model. It must be remembered, 
however, that the salvage value will be 
realised oidy at a later date when the 
machine has run its life: It should, therefore; 
be discounted back to its present value. 

Now we should first comNne all die terms 
and present the general value equation of a 
caitital good without salvage wtiua 
On^nal equation 

dk-»^(t) dt]- lh(t)dt-t-r(t)dt.| l(t)dt-i-a;t)dt] 
(6) or dk (y(0)e *di] - {h(0)e ** ^ dt 
+r(0)e<* ■ ^ dt 

dt^a(0)e®‘dtl 

Ttking i as the discounting factor and 
integratiiv we obtain the general value equa- 
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'tiott(tf«cajrit«lgoodwitlioutia^^ . 
Thatii,. 

(7) KO). Je-*' l^O)e'*dt)-|h(0)e'-«‘dt 

O 

+ r(0)e‘*^*d» 
+l((J)e<^-«‘dt+a(0)e*d^] 

With stdvage value it will be: 

WOfn - KfD + Ve-T 

, FuiM4SpeciFic Value OF A CAPiiAL 

Oooo AND PROIECT BVAUUATION 

The modd pretemed above is somewhat 
dm liar to cash flow model used for project, 
evaluation. If thero were not diicct tax. that 
itillfu ■< 0, the investor wiU simply calculate 
the value of K by the above mottel and com¬ 
pete U with the market pike Q of the oroital 
pood. In a perfectly ciHnpetitive market, 
'K ar Q in aitoeiKe of taxation. 

The existence of tax raises the cost of 
an asset or lowers its value by a factor 
yfX X u), if depredation deductkms are not 
aBow^ With depredation permitted the 
ftapi-Bpedffc value of the asset is increased 
iqt the discounted value of the tax savings 
damming from the depredation deductions 
(Coen. 1971). 

We can now say, by not allowing other 
value concepts to enter into tire domain of 
the present analysis, that the flrm'Spedflc 
value of a caidtal good js determined by the 
lax rate appUnUe to the firm and the depre¬ 
dation allowance; or other tax credit allowed 
for the particulw type of capital aood. 


Jt fluraid M ndiiniiMilkde 
ftht, ddpitdiuion aUowaneif praiMdcd ih ^ 
tax of tay' country diM not fedvc mudi 
rdationship with the actual depredation of 
the dipital good in the tense of impaired 
servicesblenets, though its incorporation in 
the tax laws has its origin in the latter con¬ 
cept only. In many countries, for example; 
India, requirement for previdhig dcpre^- 
tion in taxation statute is diffinent from that 
in the statute regulating the functicming of 
corporate entities. Deprcciatimi, aHowance 
given under tax laws as a deducdm from the 
proflt, though calculated as a proportion of 
the cost of the asset, is nothing but a flscal 
instrument to stimulate and direct growth 
in investments by increasing the flow of 
inteibal funds. It could have been given in 
any other form, for example, as a percentage 
of proflt. without having any baring on the 
capital good. But historically, this rebate has 
ban tied to the cost of capital good only. 
As long as the purpose is dear there is 
nothing wrong to follow the' established 
practice and incorporate depreciation 
allowance under declining balance method 
(where the quantum is hidton the initial year 
which tapen down to an asymptotic level in 
a time scale). 

We can now intrpdua taxation and 
depredation allowance in our model to 
determine firm-specific vdue of a capital 
good. That is,__ 

(9) dk' =. {^^twii - h(t)(lt+i(t)dt+Ht)dt+ 
a(t)dt-i-p(t)d^] (l-u) + p(t)dt 


ii^^mcpion'asgnmqqepnijna amtaiBng 

:lit' the modd 'm 

then addbd back badntse it is hot a ea^ 
operating expense*'hence does not affect 
cash flows. SimpHfyihg the above we get: 

dk' - t^y(t)dtj-th(t)di + r(t)* +' 

l(i)dt + a(t)d^ (1 - u) + Hp(t)di.. 
Now replacing the terms, ditcountbig them 
back to present values and integrating we 
obtain flrm-spedfic value of the ci^ul good 
without salvage value’ 

(10) K(T)' » ye-''gy(0)e-«dt3- 

• O 

^hCOIe**'* dt+r(0)e‘*"'®'df 
4 KOle'^- "“di. 4 a(0)e'dt} 

4 up(t) dt] 

With slavage value the flrm-spedflc value 
of the capital good will be: 

(11) O(T)' = K(T)' 4 W’ 

As the objective of taxation policy is to 
appropriate to the state a portion of the 
value produced, effect of depredation 
allowance can never offset the incidence of 
taxation. Hence; 0(T)' can never be grater 
than or equal to G(T). The dedslon criteria 
for project evaluation by firms, must, 
therefore, relate only between Q and G(T)'. 
These are formulated as below: 

(1) Q< OfT)' ’• 'Hie project is acceptable. 

(2) Q= 0(T)' : The investor is neutral. 
0)Q>G(1)' : The project is not acceptable; 
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Notes 

[1 record my profound thanks to Utpai 
Chatterjee; a young MSc student of Calcutta 
UnKursity who debated on and contributed to 
the conceptual and analytical hanwnrork of this 
paper. 1 also thank Snjit K Basu of IIM, 
Calcutta, udio helped in clarifying tome of the. 
mathematical formubtions. Siespansibility for 
any mor it, however, mine] 

1 It should, however, be noted here that a rever¬ 
sible process can give maximum work as 
compared to an irreversible process. But the 
efficiency of the reversible process is still less 
than 1 as is given by the Carnot equation: 

r, = 1- Tj 

T, 

2 It must be pointed out here that in actual 
systems restorable parameters also do not 
remain restorable in the long run. A machine 
or for that matter any of its parts is an 
artificial man-made utility. In case of 
restorabte parameters abp we artificially 
bring the system to its (near) original state 
by making interaction with surroundings. It 
might, therefore^ include an element of ir¬ 
reversibility which might ultimately reduce 
the restorable parameters to a stage of 
irreversibility. 

3 The last term of the equation which 
represents depreciation can be derived as 
below: 

Let Q be the price of the capital asset and 
D the rate of depreciation under written 
down value meth^. Hence, 
q(t) q(0) (1-D]*, where q(t) is the 

d^redation base. 

. dq .q( 0 ) _d(l-D)' 

* * 

or ^9 . q(0){I-D)' log, (1-D) « p(t) 
dt 

A lets rigorous but simple way to incorporate 

dqrrtdation stnightwqr in tiK modd can be 
given by. 

q(0)D(t-D)* or S(0) D(l-t O) 

It must be understood here that dquedation 
per unit time at t (as mentioned above) Is 
Intrinsically negative. Hence: when it is in- 
eorporttcd tat the model the sign has to be 
changed. 
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Public Enterprise Performance 
Information System 

A Proposal 

PraJapatl lUvedi 

This paper examines the much overlooked distinction between a Performance Information System fPiS) and 
a Management Information System (MIS). The international experience in this regard Is examined along with 
a thorough analysis of the rudimentary PIS that operates he the Bureau of Public Enterprises, The paper maim 
a strong case for improving the present system after examination of all pros and cons associated with the proposed 
new system. A blueprint for such a system is also suggested. * 


1 

Introduction 

AN ‘information system’ is simply an 
onanised method by which deciskm-nutkers 
hi an oisanisation are presented with need* 
ed information in the appropriate format at 
the annopriate time; in order to improve the 
tpiality of their decisions. Therefore, the 
nature of the information, format in which 
it is presented and timing varies not only 
from one organisation to tlw next, but also 
ftom one de^ion-maker to another. In fact, 
an organisational structure; itsdf, is nothing 
but a “decision system” It consists of deci¬ 
sion centres and associated bi-directional 
information flows, both horizontal and 
vertical. 

VUmnd in this framework, the decision 
structure of the Indian public sector may be 
divided into two broad categories—the 
general policy decisions of the govenunent 
at the level of ministries and specific 
management decisions at the corporate level 
I^e respective concenu of the decision¬ 
makers at tlwse two levels are very different. 
The government, as the owner of pifolic 
enterprises, has to decide on the objectives 
of public enterprises, aiul the resources 
required to attain them. At the corporate 
on tlm other haitd. public ent^rise 
nanagers have to basically ensure that the 
uecessary resources are obtained and used 
effectively and efficiently to achieve the 
objectlvei of the public enterprise' 

Given these different concerns, it is dear 
that the government and public enterprise 
managers need two different types of infor¬ 
mation systems. Hence; a distinction has to 
be made between the p^ormaiKe irforma- 
thm system (PIS) proposed here for the 
govenunent and the more detailed manage¬ 
ment informatUm system (MIS) qipropriate 
for the lower levels. 

In order to maintain the advantages of 
hierarchy and decentralisation of dedsion- 
making, and to avoid swamping of the top 
levels.with extraneous data, it is necessary 
to filter informabon asit moves upward. Ibp 
government dedsion-makerf n^ broad 
summary variables, not all ofdiedecaili; For 
auofSe, a management InformtfidQ system 
piovides managers with a wmdth ofdetai* 
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on standard costs, invemory levels and a 
multitude of other factors whidi hdp them 
to control costs. The top of the hierarchy 
does not need this information; therefore, 
the performance information system con- 
taiiu mudi less details in this area, being 
concerned only with whether costs are rising 
or falling (and whether it is due to price or 
quantity efifects). The two information 
systems are not substitutes but complements. 
Tlie performance information system at the 
ministry level motivates the use of and, in 
part, measure the success of the manage¬ 
ment information system at the enterprise 
level. 

II 

Purpose of die System 

The proposed performance information 
system is meant for use by the government 
to monitor the sodo-ecopomically relevant 
behaviour of iu public enterprises. For this 
purpose; the system provhles information on 
the following three sets of economic data:* 

Performance Evaluation Variables 

As a shareholder, tiw gowernment must be 
able to assess the performance of public 
enterprise managers in order to motivate and 
reward them for improving perfwmance and 
to make dedsions on fiiture allocations of 
resources to high-yielding sectors. The pur¬ 
pose of the proposed information system, 
however, is not to make a final arlHtnry deri¬ 
sion about how well managen have done: 
Rather, its aim is to equip the govemmoit 
with necesrary information in order to 
enable it to make such a decision, if it so 
wishes. 

Financial Control Variables 

As the ultimme bearer of ride, the gover- 
ment must be aMe to assess the cons o lida t ed 
levd of external indebtedtteas of the system 
as a whole, as wril as of its constituents. In 
edition, it must make decisions r^artUng 
how internally generated surplus hinds 
ought to be reallocated to rite most ap¬ 
propriate units, 

Macroeconomic Varialdes 

For purposes of macroeconomic control 
and devekHment pianniag, the govemmern 


requirat data on revenue; expenditure, sav¬ 
ings, investment, borrowing, value-added, 
capital information, etc, by public enter¬ 
prises. The proposed system provides infor¬ 
mation on these items for each oiterprise 
and, also; at the aggregate level for the 
industry as wril as for the entire public 
sector. 

Ill 

Deactiption of the System 
Conceptual Background 

Hie proposed information system was 
develop^ as part of a larger ‘signalling 
system’ which guidn managers to make 
decisions in the national interest and rewards 
them for doing sa The complete system for 
performance improwmem consists of three 
components:* 

Performance Information System: pro¬ 
vides the necessary information to the 
governm en t in a suitable manner, thus enabl¬ 
ing it to monitor and evaluate public enter¬ 
prise performance. 

Performance Evaluation System: deter¬ 
mines the Wteria* and ‘criteria value’ in 
order to distinguish ‘good’ performance 
from ‘bad’. The former deals irith the issue 
of an appropriate measure of public enter- 
priM performance. Fm exampi^ discussion 
r^arding criteria nuqr involve questions like: 
Is financial profitability an adequate 
measure for performance evaluation of PEs 
or do we need to consider other altenutives? 
Ducussion on criteria value, on the other 
hand, usually invedves issues such as: What 
level of profitability constitutes superior 
performance? 

Performance Incentive System: brips to 
make the results of the evaluation exercise 
coum by linking performknce to rewards and 
penalties. 

While each of the above components is 
essentiid for ensuring the success of any 
effort to improve public enterprise perfor¬ 
mance, the existence of a performsuiae 
information system for public enterpr i ses is 
a neetaary (though not sufficient) condi¬ 
tion for any public pfdiGy,towdnis this sec¬ 
tor. Itlis a commim sense propositiOR ihtt 
unless one knows the true Return one can- 
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apt to wadmunB cofncuwe poouc 
pottdeii Tbaiflm; u iafotauukm tystem 
it teqiiired, Ngwdku of the govcnuiient*i 
^iiteniioa to to in for an evwfoerfoR or 
iifcuithm tjmtem. 

In fact, an absence of such a system in 
many oountiies has been a major barriw 
and, in sonu cases, a stambling biock for 
efforts at implemeating a performance 
evaluathm system. In Ind^ as well, a suc- 
cessfol impicmentation of many of the 
recent initiatives of the tovernment such at 
the Memoranda of UndentatMhng (MOUt) 
will dqieiidon foesmilaMlity (rf^ai^PIS 
For cmunj^. it is difflcttlt to negotiate 
targets for an MOU when there is such a 
great asymmetry of infonnathm availaUlity 
between the govemmoit and the public 
enterprises. The eidstence of a PK will tend 
to rectify tbit imbalanca It it worth noting 
that ail countriet that haw tecemly adopted 
MOU type approaches, haw first installed 
an effe^iw PIS (Song, 1988; hMidi, 1988; 
and Sbia, 1988]. In flt^ in the past, MOUs 
were not successfol in countries like Prance 
and Senegal due to the poor quality of PIS 
in their governments among other reasons 
HMvedi. 1988]. 

Historical Background 

The original software for the proposed 
system wu devdoped for the ministry of 
production, gowrnment of Pakistan. It was 
installed prinurily for evaluating the perfor¬ 
mance of public aterprises undm that 
ministry. This software; known as PEPIS 
(Public Enterprise Performance Informatum 
System), was written in Fortran for use on 
a mainframe computer.* 

Subsequent!]; it was extensively modified 
after con^tation with the Korea Oewlop- 
ment Institute (KDI) and Economic Phm- 
ning Board, government of Korea. This ver¬ 
sion was intended for much more otensiw 
use in Korea. Besides opeiadonal efficiency; 
this sytem was to be used for national 
income accounting, input-output analyses, 
macroeconomic planning and research on 
ec ono mic as wdl as finaa^ dimensions of 
public enterprise (mentions 0forfc, 1988). 

A significant devidopment in the history 
of PEPIS occuned-when the Venezuelan 
government dedd^to install tUs system 
and convert it to a mkro-cominiter based 
software. At this stage; the entire program 
was rewritten- nsfog Lotus l<2-3. At tbit 
ttagt^the VtnezMm pianil^ agency, 
COKOIPLAN, Intends to use it for teetord 
piaaning Once the system beceoMt fomilUr, 
it is ejected to be used at part'of a larger 
signalling systens consitting of all the three 
oompoaentt mentfoned earlier.* 

Sinietun tka $ysiam 

PBnS consists of three Icindt of tifolct: 

(a) Iqyut folte 

(b) Ottput Eddet 

I^^amnmary llbiet 

11*1 fnfigt taUd Me used to record the 
iaM dMg entdl k derived malaiy ftmn the 
MmHf flfoMditf iMiment of a nribSc lnle^ 


prise. Only a small amoum of additigmd 
information it needed for constam price 
calculations. In tome cases, like the cement 
industry, ewn this informatimi is ^ven in 
the tch^ules for the financial statemenu. 

This information in the input formau is 
processed to produce Vnitput’ tablet and 
‘summary* tables. The two differ only lu 
dieir lespKtlw ievri of details. The summary 
tables are meant for the top policy makers 
who require the ‘broad pktunf. The output 
taUes rquesent the intermediate calculations 
and ate meant for‘technocTats‘whomaybe 
interested in explaining the aggregate sum¬ 
mary measures contain in the summary 
tdilm [Jones and THvedi, 1983]. 

It intQr be useful to tiwk of PEPIS as a 
hicmchicai triangh; vitli the summary table 
at the top, as shown in the ngura As the 
infotmat^ travels upwards, it is filtered and 
summarised while maintaining ^.original 
integrity of the accounting data. In order to 
understand the lelationsiup between PIS and 
MIS; it is instructiw to shw MIS as the last 
layer hi the hierarchy. In fact, the audited 
financial statemenu are reaUy summary 
tables of'enterprise Icyel MIS. The input, 
output and summary formats mentioned 
abew are genented for each enterprise. In 
addithm to them enterprise reports, PEPiS 
can genemte the following remits: 

Aggrigaie Sector Reporf. This report 
aggregates all enterprises In the sector or 
subrfe^r (eg, the enterprises under one 
corpoiatioB) and generates a five-year time 
series tor the more intportant t^les in the 


basic enterfsise reports. This is a composite 
rather than a consolidated report. 

Rank’Lut Report. This report presents 
rank-lists for all the companies for selected 
indicators. For example, it can prepare a 
listing of all companies arranged in descen¬ 
ding order of thdr pubUc profitabilities. 

Comparative Sub-Sector Report. This 
report provides all input, output and sum¬ 
mary t^les for selected companies in a com- 
puatiw format for a single year. The com- 
paratiw tables are identical in format to 
those of the basic enterprise reports, except 
that these tables giw cross-section informa¬ 
tion rather than time-series. That is, instead 
of giving data for one company for fiw 
years, they give data for fiw companies for 
one year. 

T^pes of Analyses 

The various tables of PEPIS support dif¬ 
ferent sorts of analyses. The user is free to 
choose whichever type is most suitable for 
his or her purpose. Many of the options may 
not be used in the early stages of implemen¬ 
tation of the proposed system and, in fact, 
some options may never be used. I%u 
example, PEPiS has an option for using 
shadow prices ^or measuring costs and 
benefits. Howewr, Pakisum decided not to 

S this option in the initial stages of 
.ilemcnting its version of MOUs. 
Broadly speaking, the types of analyses 
performed tv PEPIS may be classified into 
three categories. 

Business Analysis-. Since the integrity of 
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the orisuui accounting data b pieterved in 
the system, conventional, management 
analysis can be performed. Appendix I from 
PEPIS shows the kinds of standard rinan- 
dal ratios computed by the proposed system. 

Economic AmUysis: The Astern takes the 
data supplied by the accountants and rear¬ 
ranges it into economically meaningftil 
categories following the methodology of 
the United Nations System of National 
Accounts. In the process, it generates pro¬ 
duction and distribution flows aud assets 
ud liability stocks, all at either market or 
rttadow prices and at current or constant 
prices.* Appendix 11 gives a sample of out¬ 
put tables in this category. 

Performance Evaluation: In addition to 
bdng an information system for aiding 
financial analysis and planning. PEPIS is 
:aIso equipped to aid in a performance 
l^evBluation exercise. 

When speaking about public sector effi¬ 
cient, ac^nction has to be made between 
Mitic and dynamic efficiency. The former 
tries to determine how much social welfare 
is being generated from a given stock of 
. assets in a particular year. Not all atnions 
of the enterprises taken in a particular year, 

’ however, b«w results in that year. Research 
and development (R and D) is a well known 
example of this phenomenon. 

While PEPIS focuses on the measurement 
of static operational efficiency using public 
profitability as the primary criterion,^ 
provision is also made for supplementary 
indicators to capture dynamic effects such 
as R and D and repair and maintenance. 

Further, there is a sub-routine which 
generates a single performance score based 
upon user-defined weights and criterion 
values. Finally, there is a ‘social adjustment 
. acooum' for oommcnialising non-oommetdal 
objectives and adjusting for certain 
exogenous constraints placed on managers. 

IV 

Comparison of PEPIS with 
Exisdng PIS 

Description of PIS in the Bureau cf Public 
Enterprises 

Each year, the Bureau of Public Enter¬ 
prises (BPE) prepares a rqfort on the work¬ 
ing of industrial and commercial undertak¬ 
ings of the central government. This report, 
entitled ‘Public Enterprise Survey’, 'is 
presented to the parliament in PEbruary of 
each year; prior to submission of the general 
budget for the succeeding year. 

lb prepare this survey, BPE contracts the 
services of the National. Informatics Centre 
(NIC). This agency stores, processes and 
retrieves data on approximatriy 245 central 
public enterprises. 

The BPE Initiates the process by asking 
all public enterprises to fill out a proforma 
(in triplicate) with financial and other data 
extracted tnm the auditied and a&ptod 


accounts .fo( each public enterprise. ' ' ‘ 
The returned {uofonna (Appmdix tn)are 
checked manusJly againk the audited ac¬ 
counts for any ernrrs. If there rite problems, 
clariflcatioiu are sought. Otherwise the 
proforma are forwarded to the NIC. 

The NIC enters the data in to its com¬ 
puters and checke once again, for errors. If 
there ate st&l further proUemed^ricatiotu 
ate sought from the enterprise via BPE; if 
not, print-outs are generated and sent to 
BP& Using these print-outs. BPE prepares 
its Public Enterprise Survey. 

Limitations of the Existing PIS ^ 

At the very outset, it must be pointed out 
that India was one of the first LDCs to have 
installed some kind of a PIS for public enter- 
p^ses. In discussing the limitations, one 
must bear in mind this pione^ng aspect of 
the existing system.* 

The promising start India made in this 
regard was, however, never folly capitalised. 
One would have expected to see an evolu¬ 
tion of successive generabons of mote useful 
and powerful Performance Information 
System. Unfortunatriy, this growth was 
stymied and stunted. The role of the BPE 
in the overall scheme of things, as well as 
uncertainty regarding its future; must have 
been a major contributory factor in retar¬ 
ding the evolution of a better system. 

While the growth and role of the BPE are 
important areas to explore, they are beyond 
the scope of this paper. However, it should 
be noted that the critique that follows is an 
extension of a debate that has been going 
on for some time. Unfortunately, previous 
critiques, in‘spite of being insightful, failed 
to generate any concrete action on the part 
of the government. In part, perhaps, because 
no concrete altematives were offered. I quote 
extensively from Iyer (1986) to illustrate this 
point. 

Unfortunately, there is often far too much 
information of diverse kbids, not all of it 
useful, flowing into different ministries and 
agencies in the government from public 
enterprises. Under such ctreuinstances, there 
are two dangers. One is that the enormous 
inflow of information into the govemment 
disappears into files and cabinets and that 
it is not studied, much less responded ta 

This Is not a monitoring system at ail: it 
is merely a waste of stationery, office space 
and managerial time. The mere Cict that the 
reports and returns of all kinds are flowing 
into the govemmem does not mean that a 
monitoring system exists. 

... It is necessary to remen^ in this con¬ 
text that any well-mansged public enterprise 
must have an iniemai monitoring system. 
Monftoring has to be done at various levels 
for various purposes, fo the extent that then 
is a good monitoring qrtem jriUiin an 
organisation, which serves the purposes of 
the top managemem of the enterprise; that 
system should hme in it riemena which 
ought to be able to meet the lequiroMnu 
ofgo v e nu ne n ttitnonitoling, without a ftesh 
cxpenditHtc of execudvs thife and cnerri** 
oil data erdleetion or tabldatfon. 


' Hoa«vw,'moidfori4.W''riseii|ii9fii^ 
ment is bound to be far nem detiilaa and 
managmal than monitoriim by the govern- 
meat. This distiaction ought to be kept In 
mind, and In laying down an informatfoa 
system for monitoring, govemmem should 
not expect the same dvee and depth of 
infotinirtion as is made anilaUe to the board 
of directoiit. 

In the balance of this section, we simply list 
the limitatioiu of the existing PIS at-BPE 
and contrast them with the features present 
in PEPIS. 

Lack qf Constant Price Calculations: Oaa 
of the major sources of confusion in assess¬ 
ing public enterprise performance is the role 
of changing pricet. It it often observed that 
both the profit and lots of a public enter¬ 
prise (PE) are often attributed to changes 
in priM. Profiu are said to arise because 
of an increase in output prices, losses due 
to a net increase in input prices. While all 
this may be true in some case^ the BPE 
system is incapable of distinguishing bet¬ 
ween the pure "inice efilects” and “real 
effects” because of all its calculations are 
in current pricet. 

Input Tbbles Ibo Condensed: The profor¬ 
ma sent by the BPE to all public ent^rises 
forces the latter to condense their audited 
accounts in order to fit the proforma. This, 
in turn, creates several problems. 

An element of arbitrariness and ad- 
hocness is introduced because many items 
hswe to be lumped together. Fmr example, 
there is no separate provision for ‘non- 
operating’ etpenses in the BPE proforma. 
If such expenses do exist for a PE^they have 
to be foro^ into one of the categories under 
‘Expenses on Production*. This lack of dif- 
fmentiatien between ‘non-operating* and 
Vverating* expenses is particularly surpris¬ 
ing since this distinction is dearly made oh 
the ‘income side (Ptofmma for 1987-88, 
page 4). 

Further, a dmailed diagnosis of the per¬ 
formance of PEs surveyed becomes difficult 
For example; suppose we find that in a par¬ 
ticular year the profitability has decreased 
significantly. .Subsequent investigation 
reveals that the main reason for this decline 
was an increase in the consumption of taw 
materials. Now, if we vranted to finid out 
which component of the raw maietial cost 
went up, the BPE survey would not be able 
to provide this information. Similarly, in a 
multi-product PE, changes in sales cannot 
be exfdained in terms, of iu components. An 
increase in sales coi^ be due toa massive 
increase in one product line, swamping 
decreases in all othtf product lines. This kind 
of increased sales isadiainatieally diflierent 
story, than an increase in the total sales 
resulUng fiom a* steady increase in talcs of 
all product lines.^ Un fortu hatdy, ^ BPE 
' system caiinot dikinft^ the two situatibns. 

mally, another consequence of this 
tqueexing of audited counts it the im¬ 
possibility of calculating several key 
variables. For example; there is no ratable 
way (rf calculating cam such a biila .miaKue 
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•I tbe tlie dinteuby vim 

from the fact that only aggrcfoted ({guns 
ve utUiaed fv Uems Uke 'npulr and 
^mainienanccf. Tbcw aggicgata nuor consist 
''of Mit latwv and raw material costs and, 
of course^ only the lattv should be sub¬ 
tracted from the output to calculate 
value4ulded. 

No wonder; then, that the BPE system 
does not even attempt to calculate value 
a^ed. Instead, It gshs the enterprises to 
supply the number. Now, if a system is 
un^ie to calculate such a ^dame^ eoB~ 
cept, it surely cannot datm to have a very 
high value-a^ed for itself. ^ 

In contrast, none of thev problcou arise 
when using I^IS. Not only does it main¬ 
tain the integrity of the data in the narrow 
senses i e; the numbers add up to the bottom¬ 
lines in both the balance sheet and the pro¬ 
fit and loss statement, but it also tries to 
maintain the style of piesentMion adopted hy 
the aocountanu for the audited statements. 

TTfir ^fem Is Tlme-Inienslve. The 
BPE system does not make full use of ad¬ 
vances In computer technology. Its orienta¬ 
tion is clearly towards main-frame com¬ 
puters. In a world increasingly dominated 
by personal microcomputers, the system 
appears just a trifle anachronistia 

This inefficient use of tiipe manifests itsdf 
in two ways in the BPE system. First, the 
whole cycle of filling out BPE proforma, 
manual checking, and computer cross¬ 
checking takes up a hufge amount of predous 
time. Each mistake at every stage hu to be 
referred back to the concerned PB. 

This problem disappears when using the 
Lotus 1-2-3 based rePlS. EachTOcan input 
the data ditectly into its con^uters and s^ 
a clean data-set, flee of sJl errors, on a 
diskette to a central point. In other words, 
the computer checking of the integrity of the 
data is done at the source. Our cnpoience 
shows that fewer mistakes are made in data 
entry when the computer is allowed to 
scream ‘foul* at the person responsible for 
data-entry. 

Further; it is miuh easier to (lx an error 
when the pvBon it working on the dgta and 
is familiv with to. In the BPE system, by the 
time an enor is referred back, the responsi- 
bb! person may have become alienated from 
the data-set and, therefore; hu to work 
longv and hardv to detect even a minor 

-a-a- 

propMBL 

Hie odMr dmobottleneck arisu edhen the 
usv trim to get infonnadon on items r^ 
coversd by the BPE survey even though me 
data for tt may csdst. For eaamplc; suppose 
ofw wanted to get t 9 me informatkm oir the 
margjnal coet or avedige cost of production 
in Qcdv to wamina die pnsp^ of Im- 
pkanenring marginal cost (MC) pricing. 
SInoe the BPB sorvey dom not calculate MC, 
t very cIsiMiatt pragnunming piBidse would 
have to he laandied in oollaboradoa wjm 
the Nndoqal Infosnudm Centre to get the 
d e sir ed Intotmadoo. 

, J>Mi g( wW r ttf S st M l WrU iy The 

esB^NO Ipladsihgi is dtooidog emong com¬ 



peting atterqatfvei. Ctofoftunstdy, the BPB 
system dom not lend tosd^ very eesily for use 
u a planning,tool, Chanipng a few figures 
to see how they mi^t change the macro pic¬ 
ture would be a major undertaking with ino- 
hiWtivc costs. In contrast, FEPIS is a spt^- 
sheet program in which one can change as 
many numbers u one wantt and get instant 
feed^k based on re-calculations. 

Ruports GetmM An Not Usn-Fhondly. 
As mentioned evlier, the main purpose of 
any informatirm system is to hdp the 
dedsion-makeis do their job weU. The users 
of BPE surveys are likely to be people with 
a lot of demands <m their time. Ihe sub¬ 
stance and style of the rqxirts generated by 
the existing system, howeiwr, cannot be con¬ 
sidered to show senstoivitjs towards their 
potential users. As ui illustration, consider 
the fact thv the BPE survey gives a large 
amount of data about various criteria. For 
emmple; to givm various financial ratios, 
capadtir utilisation, etc; yet. a composite lec¬ 
ture Ms to emerge. Atqr enterprise, howm 
inefikient, can always find some ratio that 
ttuy have improved. What are members of 
parliament (foe alleged users) to make of a 
public enterprise whose proflts increase 
while capacity utilisation gom down? 

Fttrthm, it is not very helpful to have two 
years of data for some measures and three 
years for others. For example, data on *Nm 
Loss Sustained by Comiuiiiim’ is given for 
two years (BPE Survey I98S-86, Vd 1, p 62), 
while ‘Opacity utilisation” is provided for 
three years (BPE Survey 19S5-86, p 189). 

FhMy, most of the analytis in the BPE 
survey is purely financial. This is both 
inadequat e and unfair fm publk enterprism 
who are expected to do much more than just 
make flnandai isoflts. 

Lbnlnd Access to Other Ministries: Since 
the BPE system is main-frame based, it is 
not easy for other organs of the government 
to have it in-house. Hence; this data is used 
only by the BPE. Once the initial fixed co^t 
of entering the data has been incurred, it 
would appear to be more sensible to H>read 
to across a large number of users, making 
the avenge per capita cost of tills exercise 

decUnu This is predsdy what PEPIS enables 
us to da Since it can run on PCs, almost 
any agency in the government can have 
access to to. 

Besides lowering the average cost of 
access, nSPIS would provide an additional 
benefit. Public enterprises would not be 
burdened with the arduous task of providing 
a large number of answers to questions 
about their operations. One central agency 
could, with the hdp of Pl^lS. provide most 
bf the information asked for by different 
agencies of the government. 

V 

Expert Committee Viewa on 
Informaliost System 

As mentioned earlier in the paper, the cur- 
rhht sense of dlssarisfocrton with the existing 
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PIS is neither new nor unkiue. Hie critique : 
of theexisting PIS is in line with the recom- ^ 
mendations of the two recent high*POwaied 
committees headed by L K Jha and Arjun 
Sengupta.’ This paper has proposed an in¬ 
formation system that will operationalise . 
many of the ideas contained in these and f 
other government reports. As an illustration, ' 
a few exerpts from the two reports are 
quoted bdow: 

Excerpts from L K Jha Report 

. There is certainly need for information ' 
but to the extent possible the infotmatioa 
requirements of dlffeent agencies in giwaa- 
m«it should be integrated and merthiough . 
one set of reports and returns. There is urgent. 
need, to review and drastically tedwe the 
enormous number of reports, returns and 
statements flowing into ministries from the 
public enterprises, limit thmn to the ■' 
inescapable minimum, aiMf ensure that there . 
is a machinery in the ministry for the effoc- 

tive review of the information throuihQPR ' 
meetings with which ail the agencies con-; 
earned in government are associated..Siidi f 
an exercise has been attempted in one or two 
departments (e g, chemicait and fwtiliaers) j 
but this needs be carried out in a systematic '{ 
manner in all the minifies (para 3.10). ^ 

Athoughi whichmaybeiiitcricciedattUb - 
juncture is that it would be better to icftr to - 
this as the ‘Monitoring and Information ' 
System’ of the ministry rather than tha' 
‘Management Information Syaiem! Wh^ i». 
meant by the latter it of course that tha < 
economic ministries such as sted and minei, 
chemicals and fertiliters, energy and f 
petrolnim industry, etc, have allji rauaga- . 
ment role to perform in relation to tiie sec¬ 
tors of the economy with whidi they are coo- 
ceroed; and that thdr information system . 
should be designed to meet the requlremntl 
of such economic management. However the . 
expression mi^t tend to eomey the mis>' 
leading suggestion that these are Manage- 
ment Information Systems in rdation to 
public enterprises with which the ministries 
are concerned, or in other words, that the 
ultimate management of the pubte enter¬ 
prises vests in the administrative ministries. 
This is an impression which ought to be . 
avoided. Insofar as a public emerprise is ' 
concerned, its Managemeni. Information 
System should stop with its board of ditcc- . 
tors. The role of the miniuries is to review 
and monitor and not to manage the public 
enterprises. This mav seem a mere semaiHic 
point but the nomenclature has the potm- 
tiality to influence attitudes (para 3.11). 


Excerpts from Arjun Sengupta Report 

The performance indicators and the pro¬ 
cedures that we have suggested are very much 
simpler than Ihe present Management Infor¬ 
mation System instituted by the Bureau of 
Public Enterprises vide thdr OM No 
BPE/CU»3/75/l and R/ldfdlTZ dated II 
Match, t97S. This system collects a vast 
amount of information and envisages an 
elaborate system of quarterly performance 
review meetings. feel that our approach 
to autonomy and accounubilily requires a 
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less kiteniivc fonn of iiitaictk>& in fMt, ille 
primary concerivof the (ovemment should 
M to oercise th^tcsponsn^tlM of an owner 
who should concern himsdf not with details 
of all operations but with results in tenns of 
a few indicators. An eseess of monitoring 
dUuM not merely autonomy but also ac--. 
countability since in a writer of figuresjuid 
meetingt, an overali assessment of wr- 
formsuice becomes difficuit. We wow. 
therefore^ suggest that the existing Mmiage- 
mcnt Information System and the quarterly 
monitoring by the fanning Commission be 
abandoned. Enterprises which need the 
assistance of the secretariat can alwiqrs seek 
such auistance as and when the need arises, 
from the enterprises. The only element in the 
existing system that may need to be retained 
in a system of productitm reporting as it 
applied to DGTD units, progress reporting 
on major projects costing more than Rs 100 
crore (para 5.16). 

Detailed monitoring should be the respon¬ 
sibility of the holding company or the enter¬ 
prise. Hie government should insitt that in 
each public sector unit there should be a well 
deflned Management Information System 
(MIS) linking all cost or profit centres to the 
top. In fact, this MIS should be t{ie basis on 
which top management reports performance 
indicators to the government so that they are 
in a position to offer any clarification that 
miry be required in the evaluation process. 
The items which should be covered in the 
MIS riiould be left to each holding company 
or enterprise. However, it is our expectation 
that the performance indicators we have sug¬ 
gested will induce tap management to 
monitor a wide range of production, produc¬ 
tivity and cost variables and thereby generate 
pressure for improvement in efEciency and 
pririitability. On the basis of the performance 
evaluation criteria evolved, a working 
'group vrould go into the MIS requirement 
(para S.I7). 


VI 

Policy Options 

It it clear from the above discussion that 
the present information system is not 
aadsfectory to say the least. This, then, raises 
the question, ‘What ought to be done?’. 

Esmti^y, there are two choices. Either 
we can develop a new system from scratch 
or adapt a tried and tested system such as 
PEPIS. Since tljeie is no guarantee that the 
indigenous system would be better than 
rePIS, it appears to be a very uncertain and 
expend route to take. 

However, evoi if one were to decide; In 
prindidc; to go for PEPIS, it is not clear that 
it would be easy to realise this objective. A 
lot of questions ate gbiiig to be asked by 
skeptics. Let us, therefore; examine some of 
the alleged barriers to implementing raPIS 
which are likely to be pointed out Iqr these 
skepdes. 

Conceptual Barrier. It the edneqx behind 
PEPIS sound? Three countries and two 
international agencies have examined the 
philosophy, concept, and structuip of 
PEPIS* methodology and found it accep- 


tstdo' BacH'shpect' is. weU^lD'e^ifo^' ' 

supported by coiieqMual pa'|^ 

One is not suggesting that a country 
should 1 ^ for PEPIS'just because others 
have done sa Ratheq the proposition is that 
since these concepts have been around for 
some yean and have been subjected to close 
scrutiny and debate; they aie likely to be well 
boned and relevant for other LDCs. 

nnanctal Barrier. Most ofthe cost for 
developing and testing of the system have 
ali^y been incurred. PEPIS is now 
availal^ to countries for a fraction of tljc 
cost paid by Pskisum, Korea and tfenezuela. 

If this system hdps fanprove government 
monitoring and evaluation and leads to 
improved performance; the system would 
pay back the initial investment several times 
over., Further, since the system will be used 
by tlie central as well as state governments, 
tte per head cost for users will be in- 
si^fieant. 

Tkchnieal Barrier. PEPIS does not repre¬ 
sent any fancy technology. All the necessary 
hardware aixl software for running PEPIS 
is easily available. 

InsHlutional Barriers: TWo .issues are 
involved here First, do we have the institu¬ 
tional capacity to implement PEPIS? India 
is one of the few LDCs which more than 


'lAstiWUiki'a' 

system.'’whavaa Sing ttaditlott of addlted 
aqoountsttfoar PEi>'and.vijIuable«qferfencc 
in running the cuiirent PIS. 

Tire second issue is. peshqis, nK>re wring. 
It deals with the quesj^ of whidt oiganlM' 
don should be the focri point for tqieratiiig 
the system. This is a matter on which the 
government will have to decitfe: however, it 
is worth noting thm thb piopos^ systeitt is 
so flexible and 'tiansportahie' that this oon- 
sidoation need not unduly weigh us down 
at this stage International experience sug¬ 
gests that this infmrmation system should be 
located in a govermnent dqiartmem or agnr- 
cy which has enough clout to demand in- 
formatkm and get it. The current role of 
BPE in regard to MOUs makes it an ideal 
agency to locate this system. 

Potttkat Barrier. A major huntle in reibr- 
mittg a system is usually political inertia. 
IhcluiOGratic ideas usually do not get imple¬ 
mented because potiticid calculations are 
often not the same as economic ones. 

Fortunately, this obstacle is not a major 
issue either. In India, the government is 
taking the initiative at various levels. At the 
highest political level, a White Paper on 
public enterprises is bring prepared to dariiV 


Appendix I 

Bus ss Ratios 


1 Short-ierm Liquidity Ratios 

11 Current Ratio 

12 Add Ihst 

13 Inventoiy TUmover 

2 Debt/Equity Ratios 

21 Ibul to Net Wsrth 

22 Long-tfann Debt to Net Worth 

3 Long-lrim Solvency Ratios 

31 Nd Worth to Fixed Asseu 

32 Times Interest Eancd 

4 Return on Investment Ratios 

41 Return on Ibtal Assets 

42 Return on Equity Capita 

5 Operating Perfonnance Ratios 

51 Orosi Margin Ratio 

52 Operating Profit to Sales 

53 Pretax Income to ^ales 

54 Net Income to Safes 

6 lUrnovar Rttios 

61 Safes to Cash 

62 Safes to Accounts Recrivabte 

63 Sates to Inventories 

64 Sites to Working Chphal 

65 Safes to Fhtsd Assett 

66 Safes to Othsr Aiictt 

67 Sates to Xbtri Asssts 

7 Stock Msikat Ratios (when appUeabto) 

71 Price^EaniiBgi Ibfeio 

72 Dividend Yfeid 

73 Divhlaid Psyout Ratio . 

74 Tbnd in PtiM ftr Share 


(all figures are ratios) 
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a 10^ ifM ilircaa of Puldio Ent«^ 
priia ii reviewing the Public Enierpriw 
^Survey produced by it. 
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VII 

Conclttdlng Commenta 

Thi( paper set out lo make a case for im> 
piementing a performance information 
system fw monitoring public enterprises in 


Iadia< A comparison of the proposed system 
(PEPfS> with the csdsHng system at BPE 
makes the need for adopting such a system 
abundantly dear. Further, an examination 
of the po^tial obstacles shows that none 
is insurmountable. Hence; the inescapable 
conclusion that if the Inthan government is 
serious about lefordn in the public sector, 
it cannot afford to delay a decision to 
upgrade its public enterprise information 
system. 


Notea 

(1 have benefited enormously from nor discus¬ 
sions on this subject with Leroy P Jones at 
Boston Univeraity: Istaqbal Mehd at ihe&pen 
Advisory Cell, Ministry of ProdactiOb, 
Pskinan; Antonio J Sosa at the CORDIPLAN, 
Venezuela and Dae Hee Song at the Korean 
Oevelopmem Institute, Seoul, Koiea, Put of 
this lesmeh was supported the Centre for 
Studies in Public Enterprise Management al the 
Indian Institute of Management, Cakutia.) 


Appendix II 


(A) OCNEIIAtlPN AND DISTRIBUTION OF SURPLUS 
(at current mvket prices) 

(Millions of current won) 


CeumtioH of Surplus 

Output (at market cost) 

- indirect Euies 
+ Subsidies 

* Output (at factory cost) 

- Intumediate Inputs (at market cost) 

> Gross VUue Added (at factory cost) 

- Employee Compensation 

- Rental Expenses 
<■ Return to Operating Assets 

+ Return to Non-Operating Assets 
-f Othu Income (^) 

■i Ibtal Return to Capital 

DbtrUmtlOH of Ikirplus 
tntoed P^ments 
Direct Ihitei 
+ Odwr Distributions 
Return to Equity 
Depreciation (and AmwtiiatioD) 

Dividends 
Ratainad Earnings 
DMdandt in Kind 

> IMal Sauvn to Cental 

Mmw EMrte (induded above) 

DadingMnqin 
AdUnahMau tot Oibu ifeari 
Etthnanlnafy Oahu (IcM tosses) 

(B) ASSBIS AND LIABIUTIES 
(at currem eod-of'yev aocountant’i valitet) 



Md-toCdphal 

+ Loans _ 

•p liquidity _ 

* Ente rp ris e-Owned Raservet _ 

» Ibtal UaWUtlas ■_ 

•P Flcttonal XUbilitiM _ 

(a g, aapRaHMd tomn) _ 

' w Sbiet LfaMUtisi _ __ 

AaMB 

iChplial Ooodi 

+ OpEndER land — 

-p O nd n E dt InwndhtM * - 

• HitEdOpEmtingAElEtE _ 

IP llEiEltlElOpEEilkEg AEEEtE _ _ 

s 


+ Inventories: Outputs 
■p Inventories: Inputs 
•P Inventories: Goods for Resale 
- Ibtal Operating Assets 
4- Construction In Progress 
•P Non-Opeiitlng Financial Assets 
+ Non-Opuating Dmgibles 
+ Non-Operadng Intangibles 
K Ibtal Commercial Assets 
p Tkttonal Aiseu 

(e g, capitalised losses) 

+ Sodal Assets 
° Balance Sheet Assets 


(O Fixed Capita! Formation 
(at cunem market prices) 

Acquisition of Hxed Capital (at cost) 
Operating Capital Goods 
Non-Operating Capital Goods 
Construction in Progress 
Ibtal 

- Disposal of Capital Goods at 
Est Replacement Cost 
Operating Camtal Goods 
Non-Operating Capital Goods 
Construction in Progress 

—Tssr--—— 


- Change in Capital Stock (perpetual 
inventory method) 

Operating Capital Goods 
Non-Opereting Capital Goods 
Construction in Progress 

—Tduil — 

■P Dbpotali at Excess of Replacement Cost 
Over Realised Sales Vduc 
■ Oroii Fixed Capital Formation 
Natkmal Acctiunts Basis 

- Depredation 

■> Net Fixed Capital Formation 


(D) Fixed Opbeatinq Assets 
(at constant_market values) 

(^tetating Capital Ooods 
Buildiiigi, Structures, Civil Works _ 

Equipment and Machines _ 

Whi^ _ 

'Bioii, Fbrnittttc; Fixtures, Other 

Eqidpaiant _ 

■p OperedniLand _ 

+ Operating Intangibles _ 

m Find Openttof Asseu _ 
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1 In practice, however, the diiUitction hM 
tended to be somewhat blurred. Maaagen 
at the corporate levd have often complained 
of gowernment involvement even in the 
operational decisions. The White f*per 
under preparation is understood to make it 
amply clear that the government wants to im> 
prove the situation by restraining itself ftom 
involvement in the day to day functioning of 
public enterprises. 

2 For details, see Jones and TVivedi (1983). 

3 FDrfbrtherdetails,tee Jones (1979 and 1981). 

4 See Hartman and Nawab (1983), Meh^ 
09S4) uid Nawab (1985). 

5 See Sosa (1988) for fiirther details on the 
Vsneauetan plans for their information 
system. 

d Sw Jones and Sakong (1975), for conceptual 
details regarding derivation of economic 
stocks and flows from the accounting data. 

7 For Either details, see Jones (1981) and 
’Mvedi (1986). 

8 For more on the history end the role of BPE 
in monitoring public enterprises, see Basu 
(1984) and Trivedi (198S). 

9 {t^PtportsoftheExnomicAdnunutnuoH 
Rtforms Cohtmission (The L K Jha Com¬ 
mission) on Government and Public Enter¬ 
prises, November 1983-June 1984. 

(b) Rvon of the Committee to Review Poixy 
for Public Enterprises (The Arjun Sengupu 
Comnuttee Keport) December 1984. 

Bieierencea 

Aiyar, Ramaswamy P, 'A Note on Management 
Information Systems’ (mimeo). Indian 

■ Institute of Management, Calcutta, 1984. 

Basil, P K, ‘Evaluation of Economic Perfor¬ 
mance of Public Enterprises in India* in 
P er f or man ce Evaluation of Pubhe Enter- 
prim in Developing Countries: Cntenaand 
Institutions, United Nations, New York. 

MIM- 

Hartmann, A and Nawab S A, ’Evaluating 
Public Manufacturing Enterprises in 
Pakistan’, Finance and Development, 
SeptembCT 1983. 

lyei; Ramaswanv P, *1110 Government-Public 
Enterprises Rdationship in India’ in The 
Mole and Management of Public Sector, 
SCOPE, New Delhi, 1986. 

Jones, Leroy P, Ibwards a l^formance 
Bvahmiion Methodology for Public Enter¬ 
prises, with Reference to Pakistan’, Inter- 
nathMal Symposium on Economic I%for- 
mance of Pu^ Enterprises, Iriamabad, 
November IMI. 

— 'Pidilic Enterprise Ferformanoe Evaluation: 
A Methodology and an Application to 
Asian Fertiliser Plants’, Boston, (mimeo), 
1979. 

->andSaXimg. 0, ‘A Social Accounting System 
for Public Enterprises’, Korea Devdopment 
Institute^ Working Paper 7604, July 1976. 

~4md Dive^, Praiapati, (/ser Manual for the 
Computerised ^bbe Enterprise Perfor¬ 
mance Information System (PEPIS), 
Korean Development Institute, Seoul, 
Korea, 1983. 

Mebdi, J, ‘Performance Evaluation of Public 
Enterprise in Rricistan; Eaperimem in Social 
Accounting System’, The Pakistan Develop¬ 
ment Review, Yol Xlll, Nos 2 and 3 
(Sununer-Autumn 1984).' 


— rrhe Pakistani Egperlenee in die D•velap^ 
ment and Implementation trf the Sigiiall-'' 
ing System’, I^He Enterprise, Vol 8, No I, 
pp 1-120, Ljubljana, Yiigoslaria, January, 
1988. 

Nawab, S1, ‘The Evaluation of Piiblic Enter¬ 
prises; The Pikistan SignalHng System’, 
Public Enterprise, Vtd S, No 2, February 
1983. 

Park, Yiung C. ‘A System fee Evaluating the 
rtrformance of Covernment-Invested 
Enterprises in Korea’, Public Sector 
Management Division, Wortd Bank, 1986. 

Song, Dae Hee, *A New FWformance Evalua¬ 
tion System of Korean Enterprises: Policies 
and foperiences’, Pubhe Enterprise, Vol 8, 
No 1, pp 1-120, Ljubljana, Yugoslavia, 
January 1988. 


Soeh. Anttgio J, 14 

toFerCHittaneeEeahiadonofFYwEmtt- 
prises: The Venezuelan Eaperiened, ArMr 
Enterprise, Vol 8, No I, pp 1-120^ Ljubj^na, - 
Yugoslavia, January IM. 

IKvedi, Praiapati, ‘Performance of the Bureau 
of Public Enterprises: Evaluating the 
Evaluators’, Economic end Political Week¬ 
ly, Vol XX, No 33, August 31, 1983. 

. - ‘Public Enterprises in India: If Not Fbr Pro- 
Ht Then Fbr What?’ Economx and Pobtiad 
Weekly, Vol XXI, No 48, November 29, 
1986. 

— ‘Theory and Practice of the French System 
of Contracts for Improving PuUk Enterprise 
Performance', Publx Enterprise, Vol 8, 
No I, pp 1-120, Ljubljana, Yugoslavia. 
January 1988. 


PREC^N COLD ROUED STEEL STRIP 
FOR EVERY SOPHISTICATED END APPLICATION 





It is our pride that our customers never leave us as our 
sendee is reliable and quality of our rolling consistent pnd 
guaranteed. Our workers and technicians are some of the 
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Sickness in Indian Textile Industry 

Causes and Remedies 

« 

Pnfall Anubhsi 

Aur points are worth noting abtwt the nature qf^kness in the textile industry: it is neither temporary nor 
isolated: it largefy qffiKts the organised se^or; within the organised sector, thecon^iodte mills are siting mors: 
and it is more pervadve in the oUer textile centra like Ahmedabad and Bombay. 

While the problems qf the composite sector in the older textile centra are predominantly the result of strue- 
tund and environmmtelfactors, it is also afiet that managements of textile mills suffered fiim static perc^irtions 
about the industry relating to raw material, tedamlogy, products and markets. These perceptions were conditioned 
by the general mtvironment of a closed arul highly protected ecortomy and kd to slow raponsa to market changa 
at the unit mtmagement level 

Mmy of these problems were identified and accepted by the Expert Commit ta on Jkxtiia and found exjuas- 
Sion In the new BaaUe Policy atmounced in June WhUe lately there appears to be a greater dedre to impte- 

ment the new Tbxtile Policy with some vigour, further macro-ievd remedial steps have to be taken. The rr^or 
ones among these are discussed here as are managerial actions that have to be taken at the unit levd. Aral even 
as the textile unia Implement the reqtdred strategy in the new environment, support will have to be provided 
to the sick units tiU they become healthy, calling for exercise of Judgment on the viability of the unit, commitment 
and competence of the management and the n^ for funds arid financial accommodation. 


TEXTILES is the oldest industry in the 
country and employs, diiectly and induectly, 
a large number of people. It is linked to a 
major agricultund crop, constitutes nearly 

2S per cent of the aqiort earoW) atKl cat^ 
to one of the bask needs of the population. 
The cost of skkneu in this industry 
therefore is considerable, in both economic 
and human terms. A substantial amount of 
funds is also involved. The dimensions of 
sickness can be gauged from Ihble 1. 

Four points ate worth noting about the 
nature of skkneu in this industry: 

s^ It is neither temporary nor isolued: The 
Ttetile Policy Statement of June, 1983 itself 
pBCOgnised this: “The present crisis in the 
industry is neither cyclical nor temporary. 
There appears to be a deeper structural 
weakness. Therefore^ the government has 
formulatad a new ptdky for restructuring the 
testUe industry!' Even after June 1983, 
ndther the character nor the eatent of 
skkneu has changed. 

b) It is (aigdy affUcting the organised sec¬ 
tor: While iteut 17 per cent of looms in the 
organised sector have closed down (many 
more are affikted by skkneuX the toomage 
in the decentralM sector has nearly 
doubled in the last five years. 

c) Within the organised sector composite 
mills ate worse offt As the deccnti^sfd 
powerleoms sector is burgeoning the 

for yarn is increasing. If all the 
poenttooms work at fliB capacity; there will 
be an acute yam shartage. Thble 2. which 
ghiosdiclndRnuulMrotprloaofraweot- 
tm^ eotttm yam and cotton clnth shows that 
yam prku have outpaced raw cotton prices 
wfafle canon dodi pcioet haw lagged behind. 
In other wneds, the qdnning ndOs have been 
aUc to ssniife beoer and mote ecmiothk 
psfoes. Tha fod that mote and uoie spin- 
niag ndh am coming up and foe tplofoc 
■cmgidtytBentoft^Bwnrth ftan baa been. 


achieved yean ahead snow that this sector 
is in a reasonably good shape. 

<0 It is more pervasive In the *S>lder tectUe 
centres”: Out of the total 52 closed com¬ 
posite mills, 23 are dosed in Oujarat and 
nine in Maharashtra. As for as spinning mins 
ate concerned, out of the 81 closed mills, 33 
ate in Ihmi] Nadu. 

All these factors show that the nature of 
the problem is bukally environmental, 
structural and locational. A general classifi¬ 
cation of factors lesponsibfc for skkneu can 
be described as unden 

Envimmnental faciorr. Aggregate de¬ 
mand, macro level polkies, etc; natural 
calamities or resource shifts. 

Industry specific: Raw material, 
technology, product, regional cost factors, 
all of which ate related. 

Unit specific: Hnanchd. management, 
industrial eelations. 

In case of textiles, the following set of fac¬ 
tors appear to be responsible: 

(A) Environmental: (1) long history of 
restrictive policies, (2) high inddence of in- 
ditect taxes, (3) high and fluctuating cost of 
raw matoials, (4) incessant rue in input 
costs, (5) stagnant demand, and (6) massive 
suKiort to state sector units resulting in 
unequal competition. 

(B) Struciural: (1) competition of 


powerlooms, (2) high labour complement, 
(3) exit barrkrs. 

(Q Locational: Large differencu in loca¬ 
tional costs. 

(D) Managerial: Static perceptions. 

Wt shall discuu each one of these in 
greater detail in the paragraphs that ftdkm 

1 

Environnicntal'Factiira 
Lof4o History of restkictivb Poucibs 

(a) Freeze on Capacity: In the post-war 
period, right until the new textile poUcy of 
1983, a fteiae on looms was im p osed OR the 
composite mUls. The total number of loams 
installed in 1939 of about ZflOfiM has 
remained static ever since then. Even when 
demand was good and there was a shortage 
of cloth, loom expansion was not allowad. 
This policy was stretched to such an extent 
that even in replacement of looms, tiw total 
width was not allowed to be incraased till 
1978 The measure vras supposed to protect 
Uid encourage the decuitidised sector. 

(b) Restrictions on Automation: Restric¬ 
tions yttte also imposed on installation of 
automatic looms. This was allowed only 
agaiiut export OUigations. It was only in 
1977 that this restriction was rdaxed purely 


Tabu 1: Dimensions or Sickness in the Textob Industry 



No 

Sptndlu 

Installed 

COOO) 

Looms 

Installed 

COOO) 

Noof Weirkcrs 
on Roll 
COOO) 

Composlle Mills 

282 

12.390 

210 

857 

Cosed Spinning Mills 

32 

2,008 

33.2 

109 

Per cent ot totd 

18 

16 

16 

I) 

Spinning Mill* 

702 

12,98(1 

— 

349 

Cosed inning Mills 

81 

1,350 

— 

52 

Per cent of total 

12 

10 

— 

IS 


T 
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to plotect anployment. It is a stransa 
'’paradoK that the -very government which 
Imposed such restrictions is ndw castigating 
the industry for not having modernised 
when it had the wherewithal to do sa The 
.impact of tids policy can be seen from 
Ihbles 4 and S. 

(c) Art(ficU CompanmenttiaatioK Even 
knowiedgeable peo^ often ask the ques- 
tton, “Why is tte tntjie industry doing so 
badib^ Look at Reliance, Orkay, Garden. 
Look m all the prospering units in Sumt 
and Bombay. Is not poor performance a 
management failure?!' They do not realise 
that the government had divided the textile 
inddstry in neat compartments. S<23 of the 
lOR Act had five categories as under: 

23 Itoitiles (including those dyed, primed or 
otherwlM processed): 

Tasle 2: Index Numbers of Wholesale 
Prices of Raw Cotton, Cotton Cloth 
(Mills) and Coijon Yarn 
(Base 1970-71 - 100) 


Period 

index Number of 
Wholesale Prices 

Raw 

Cotton 

Cotton 

Cloth 

(MiU) 

Yarn 

1971-72 

107.8 

111.2 

118.1 

1972-73 

91.6 

115.4 

123.2 

1973-74 

138.3 

133.8 

151.6 

1974-75 

168.8 

173.2 

177.5 

1975-76 

136.4 

161.7 

141,1 

1976-77 

197.5 

165.7 

178.0 

1977-78 

193.0 

178.6 

197.3 

1978 79 

168.0 

183.8 

200.4 

1979-80 

164.4 

192.6 

221.6 

1980-81 

182.9 

208.9 

2^.2 

1981-82 

227.3 

231.3 

251.4 

1982-83 

199.4 

244.1 

254.2 

1983-84 

221.6 

252.8 

262.6 

1984-85 

262.6 

258.2 

296.1 

IM5-86 

215.5 

269.0 

291.2 

1986-37 

184.7 

272.4 

257.0 

1987-88 

299.0 

278.8 

334.8 

Percemage 




rise between 




1971-72 




end 1987-88 

177.4 

150.7 

183.5 

Notr. Annual 

indices 

are the 

average of 


momhs/averagc of weeks, ended Saturday. 
Sourer. ICMF, Bombay. 


State/City 


1 Gujarat of which 

a) Ahmcdabad 

b) Rest of Gujarat 

2 Mahafashtra of which 

a) Bombay chy 

b) Rett of Maharashtra 

3 Tamil Nadu of which 

a) Coimbatore 

b) Rest of Tamil Nadu 


(1) Made vrholiy or la put of cotton, inputting 

Cotton yarn, hosiery and rttpe; ' 

(2) Made wholly or in part of jute; inducting 
. jute, twine and rope; 

G) Made whoUy or in pan of wiwl, including 
wool tops, woollen yam. hc^cry, carpets 
and druggets; 

(4) Made wholly or iirparl of silk, including 

silk yarn and hcwiety; and 

(5) Made wholly or in part of synthetic, 

artificial (man-made) fibres inbiuding 
yarn and hosiery of such fibres. 

No one was allowed to move from one to 
the other. The so-called star performers 
belonged to the artsilk sector, i cv 23 (S). As 
the consumer preference was strongly shif¬ 
ting towards synthetics, these units were in 
a highly favourable position with severe 
entry barriers for^newcomers. What it mmmt 
was that continuous filament yarn could be 
used by this section and not by the erstwhile 
textile units. It was only through a quirk of 
language and the fertile imagination of some 
textile ledinologist that filament yam came 
to be tolerated in respect of its use in weft. 

(d) Restrictions on E:g>ort of Yam: Yarn 
being a 'Commodity” item, it can be sold 
basically on cost competitiveness given a 
minimum threshold of quality. With moder¬ 
nisation of weaving clos^ for the mills, they 
had concentrated on modernisation of spin¬ 
ning as can be seen from Ihble 4. Yhrn of 
acceptable quality could therefore, be pro¬ 
duced. We had been able to export yarn in 
substantial quantities in eariier years. But the 
government with the purported objective of 
protecting handiooms put quota restrictions 
on export of yarn. While nikistan expanded 
its spinning capacity and penetrated the yam 
exp^ market, we delibenuely chose to shut 
ourselves out although we were equally well 
placed, if not better placed to capture this 
market. As a result, while Pakistan’s exports 
went up to ISO m kg«we were exporting a 
measly 6 m kg in 198S. We could have 
expanded our spinning capacity, earned 
valuable foreign exchange and captured 
markets. This is shown by the subsequent 
years' performance, when in 1987, we 
exported about 80m kg. Even this was done 
in a halting maimer. The current year’s 
export quota is 40 m kg cxcludii^ exporu 
agidntt the advance licei^ng sdieme. Could 
there be a more faring example of giWng 


No of Mills 

No of 

Per Cem 

Closed 

Employees 
Affected COOO) 


28 

55 

100 

21 

42 

76 

7 

13 

24 

9 

27 

100 

6 

16 

59 

3 

11 

41 

32 

IS 

100 

16 

8 

33 

17 

7- 

47 
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IN TMgTBXflLg iMbtSTRY 

... I. i ii r ii.i n ...ji . . i n. 

Machine Age Less than 20 Years 

(Per Cette) 

iL " 

Notr. Census of Machinery, 1979, Ttxtik 
BMetin, 


up opportunities and serving them on a 
sttver platter to our competitors? 

(e) kestrictiora on Utilisation of Procas¬ 
ing Capacities: Compared to spinning and 
weaving, processing madiines hm high pro¬ 
duction. All fabrics do not undergo all the 
processing. Different processing require¬ 
ments come up as consumer tastes change 
As a result, in anV processing unit all the 
machines are pot fully loaded at all times 
and idle capacities are generated in different 
sections at different times. One way to 
achieve cost economy is to use such capa¬ 
cities for outside job processing or by free 
exchange of capacities between different 
useis. However, until the new 'Rxtile Policy 
of 198S, the government had placed severe 
restrictions on mills using their capacities for 
outside job processing and realising cost 
economics through fuller utilisation. 

(0 Sector Protection—Fiscal and Non- 
fiscal: Right until the 1985 Ibxtile Policy, 
powerlooms and independent power pro¬ 
cessing were given favourable fiscal treat¬ 
ment as against the composite mill sector. 
Excise duties were lo«m for powerloom 
cloth processed by independent power pro- 
cessorsf There is evidence to show (as we 
khall see later) that even these duties were 
not fully paid. As for the handloom sector, 
there is no excise duty at the yarn or fabric 
stage Instead there is a subsidy. Moreover, 
powerlooms were allowed to grow unfet¬ 
tered. There was little monitoring as regards 
fibre usage Being small and scattered, there 
was no unionisation, \iteges and overheads 
were low and theyeitjoyed the advantage of 
LT tariff and lenient power restrictions com¬ 
pared to mills. 

In short, tin 1985, the inherent advantages 
of powerlooms were further reinforced by 
regulatory and fiscal fovours. 

High iNaoENCE of inoirect Taxes 

' Indirect taxes, i a, excise, state taxes and 
local taxes alt put. ttqgteher, have gone up 
conriderabiy in the period 195f>57 to 1987 
ClhbiM 6 and 7). 

If cxciie duty on every input oonapmed by 
the industry fnmi pjfo'toplaRt, lata jax on 
fibres, fUanient yarn, giii^tt^ stores and 
spares, cotouis and chemicals, fi)d and 
poweiv paddng ipatetiab on a vnlue idchHive 
of endaedu^ (wMA isAtaxoii tas^-efaK- 
tridty duty, education cess, amptaymiont 
guaiaoiee oess levied by the itam govainment 
and octroi suM jnopmy jaaro le^by the 
munidpaHtlm^Me takaislnto ftpcomit,' die. 


Table 3; Concentration of Closed Mills in Gujarat, Maharashtra and Tamil NAmi 

AS ON March 31^ 1988 


Spinning ring ftame 
Weaving looms (ord) 
Weaving looms (suto) 


Sourer. ICMF, 'Dau on dosed mills: A NOW. undated. 



1 irrgx^ t> , 

WPUBpwyyjyy ■ ii iiipH Wg *^^y^^WPi.ppp> 

o m flhmL Ae^Mln 

the ladh«a iiKMence cu laitilM work! 

out to Anwnd lU 4^000 cnm per aanum as 
agaiiist Rs 50 crate in 195S>S6 [Jlsporr ^/Ae 
^Sub-Orotip the Mevkw Comntitlee oh 
Pngte ts of ImpUmenUUloH ef TAxT/fe 
Fotloi- 

For an Item of basic consumption, a 
tax burden of about 23 per cent is un¬ 
conscionably high. When one considers that 
all indirect taxes arc paid <mly on Mths of 
total production, at handioom is totaily 
osempt from tax, it really works out to about 
31 per cent (23 X 4/3) hidinct taxes. It would 
aimear that the consumer hat to pay a much 
greater price by wuy of taxes than by way 
of a real increase in the ixicet or underl¬ 
ing costs. Hiis has reduced the potentw 
demand for fabrics and adversely affected 
the economic working of the industry. 

High and fluctuating Cost of Raw 
Materials 

The textile industry is still predominantly 
based on one agricultural raw material- 
cotton. Cotton prices tend to fluctuate a 
great deal depending on the size of the crop. 
In other countries the governments have 
taken steps to contain the wide fluctuations 
in cotton prices through price stabilisation 
policies. However; this has not happened in 
our country as can be s^n from Ihble 8. 
The price fluctuations, bmh between seasons 
as w^ as within one season, are very large. 
Within a season, the fluctuations range from 
IS to 90 per cent. In most seasons, it would 
appear to be around 20-25 per cent which 
IS very substantial. When one looks at fluc¬ 
tuations between seasons, these are of the 
order of 15 to 20per cenL The last two years, 
of coursc;-have seen extremely wide fluctua¬ 
tions both within the season as well as 
1987-88 ovbr 1986-87. With such wide fluc¬ 
tuating raw material prices, the fortunes of 
the industry also swing from year to year 
In a manufacturing cycle, generally, the 
amplitude of price fluctuations decreases as 
one moves from the raw material to the 
intermediate and flirther towards the end 
product stage. As a result, in the years in 
which couon prices slide down, the industry 
is hurt badly. This is the primary reason wl^ 
in the year 1987, the industry fared so 
poorly. 

On the synthetic side; the duty structure 
of the raw materials, filament yarn and 
polyester fllnes has been the main cause for 
thrir high prices, though the duty on these 
fibres was brought down in IMS. More 
recently, after a gap of about three years, in 
the 1988 budget, prices continue to be far 
higher than international prices as can 
besccnfiomTiiible9. Even after reductions, 
the total prices are about ' 3-5.5 times the 
international prices. This has resulted in 
kaqiing the Indian synthetic fabric prices 
hirt end diertiqr dampening the demand for 

sudi fAria on the one hmd, and encoutag- 
Ing smuggEiig on the other. 


Tailh Si'tSoamaaitatM or TncHMoiohiCAt SnaBNonB or THE Indian Tbxtile iMKisTRY 

wimSeLBCTCoMmiTOuf ' 


Country 

(0 


O E Rotor 

(2) 

Automatic Shuttleless Per Cent of 

Looms Shuttle (1979) Auto Looms 

(1979) to Total 

Installed Looms 
(1979) 

(3) (4) (5) 

India 


300 

44,847 


316 

21.9 

Japan 


2,37,000 

1,08,343 


12,164 

39.4 

USA 


2,16,000 

1,88,416 


35,332 

100.0 

UK 


41,000 

19,653 


7,590 

77.5 

Hong Kong 


70,000 

29,230 


850 

i00.p 

Taiwan 


51.400 

40,403 


6,140 

82.0 

Pakistan 


16,000 

26,891 


450 

82.0 

South Korea 

17,900 

73,376 


1,500 

100.0 

Source: ICM^, Bombay. 






Tabll 6: Growth of Excise Duty Burden on Cotton and Man-Madf Tex i ii fs 

Year 

BasiCf Auxiliary, 

Additional 

Toul 

Production of 


Special Additional Duty 

Duly in Lieu 


Yam by 

noth by 


(on textile articles) and 

of Sales Tax 


Mills in 

Mills. 


Handioom Cess, 

on Cotton 


India 

Handlooms 


Wherever Applicable 

and 


(Mtllhm Kg) 

and Power- 


On All 

On All 

Manmade 



looms 


Manmade 

Fabrics Both 

Fabrics 



(Millkm 


Fibm and 

of Cotton 




Metres) 


Yarn 

and Man- 







made Hbres 







(Rs Crore) 





1955-56 


30.36 


30.36 

778* 

6.7150 

1960-61 

2.93 

47.99 

20.13 

71.07 

808tt 

7.1790 

1961-62 

10.56 

50.42 

18.90 

79.88 

884« 

7,6450 

1962-63 

18.09 

59.49 

19.54 

97.12 

888« 

7,5740 

1963-64 

27 83 

59.16 

20.15 

107.14 

9220 

7.9500 

1964-65 

43 04 

57 43 

20.22 

122.69 

9990 

8.5550 

1965-66 

43 64 

52 33 

20 07 

118.04 

980« 

8.5130 

1966-67 

53 38 

59.06 

18.90 

131.34 

947« 

8,1890 

l%7-68 

77 23 

54 97 

i9 08 

151.28 

9470 

8,1580 

1968-69 

98 91 

63 29 

19 54 

181 74 

1.0210 

8,8890 

1969-70 

116 17 

61 33 

20 14 

197 64 

I.O2i0 

8.7070 

1970-71 

L21.69 

73 35 

22 80 

217 84 

1.0480 

8.9310 

1971-72 

125.36 

76 19 

42 41 

243 96 

980« 

8.5770 

I97^73 

153 89 

76 64 

35 29 

265.82 

1.0600 

9.1400 

1973-74 

169.02 

92 61 

40.05 

301 68 

I.O9I0 

8,9080 

1974-75 

196,69 

108 28 

44.86 

349 83 

1,0920 

9.3440 

1975-76 

363JD2 

51 

62 32 

512 85 

1,0830 

9,2470 

1976-77 

390.27 

86 32 

79.86 

556 45 

1.1470 

9.4430 

1977-78 

427.65 

106.86 

70 82 

605 33 

1,149 

9.513 

1978-79 

492.69 

108 39 

119 97 

721 05 

1,272 

10.708 

1979-80 

570.03 

118 03 

104 65 

792 73 

1,217 

10,380 

1980-81 

651 30 

136 15 

131 54 

918 99 

1.296 

10,988 

1981-82 

676.41 

144 75 

157 03 

978 19 

1.249 

10,981 

I98^83 

683.30 

137 45 

161 62 

982.57 

1.217 

10.614 

1983-84 

1,054.86 

154 42 

241 94 

1,451.22 

1,321 

11.758 

1984-85 

1,201 20 

122 00 

247 10 

1,570.30 

1.382* 

11,901* 

1983-86 





1,454* 

12.393* 

1986-87 

1,414.16 

185 37 

460 36 

2,059 89 

1,526* 

12.790* 

1987-88 

1,689.82 

216 79 

453 63 

2.360 24 

1,555 

12.992 

(Revised 







Budget) 







1988-89 

1,915.62 

246.25 

549.01 

2,710 88 

- 

- 

(Budget) 








Mmt: 0 Calendar Year. 
* Provisioiial. 


. Be^nMdi and'Mitical iMmkly Naven^ 26; 1988 
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iNCr.S$ANI R{<St- tM INPUT CtMn 

Depending on ibe product-mix, the 
turnover ratio (turnover divided by capital 
employed) in new integrated textile plants 
would be of the order of i or at the most 2. 
Energy use is also quite high. A metre of 
fabric uses about 1.1 to I 5 units of power 
and about 7S0 gm to I kg of coal or equi¬ 
valent fuel. Labour use is about 20 to 25 
hours/100 mtr of fabric and wages and 
salaries cost is about 15 to 25 per cent of 
the output price Interest rates capital struc¬ 
ture; energy and wage rates have a substan¬ 
tial bearing on the overall cost of fabrics. 
Regional variations in these rates also lead 
totubstantial differences in the cost of pro- 
duigion of units depending on their location. 

Besides these factors, the textile industry 
uses colours, chemicals, and other textile 
stores in substantial quantities which form 
about 10 to 18 pet cent of the cost of 
production 

• Over the years, because of general infla 
Uonary pressures and the proclivity of state 
Mid central governments to levy high taxes 
on some of these inputs, the overall cost 
increase in textiles has been heavy and 
ineessant. Ibttile products have been unable 
to bear this burden. Productivity increase 
and cost reduction efforts have bMn unable 
to cope with this pressure In a situation of 
excess capacity, the same could not be passed 
on to the consumer. In any case, such cost 
increases have led to consumer resistance 
and stagnant demand. 

The relentless increase in the cost of inputs 


and thedetcrioiwihg eapaehy too past ttitm 
on and realise economic prices are tene^ed 
in information contained in Ihblei 10 and 11. 

Staunant Demand 

^ Textile demand has stagnated for the last 
40 years. Per capita textile consumption has 
remained at the pre-second world war level 
No doubt incomes have gone up and so has 
consumer expenditure on textiles, r^ple are 
buying higher qualilty textiles which cost 
more. There is a marked shift towards syn¬ 
thetics But per capita meterage has 
remained static as synthetics are very expen¬ 
sive in our country because of duty, the 
excessive burden of indirect taxes (as seen 
earlier) and the incessant rise in input costs. 
All these have dampened the* demand for 
textiles and it has become a classic case of 
a low growth, financially poor industry. 

Massive suppoar TO St ATE Sec ton Units 

There is a large excess capacity in the 
industry. There are about 2,00,000 looms in 
the composite sector and atout II lakh 
looms in the poweitoom sector. The total 
production capacity of these looms would 
be of the order of 30,000 million metrn. As 
against this, the present production is of the 
order of 13,000 million metres. Normally 
such excess capacity would have led to an 
equilibrium situation through weeding out 
of the least efficient units, or short working 
of some installed capacity as is happening 
with many powerloom units. However, Tirsl 


TMUIR: WfivBtiiiMcniiikty 
Aw> Pot, YBWia Pim m a5op Maich im 


EteBMMi 7S/76 

Omter 
POT 


1.5 

Denier 

Folyeita 

SUMte 

Fibre 

latemadonal 
price per kg (USS) 1.73 


1.40 

Rupee equivatem 
at exchange rate 
of Rs 13.25 per 

USS (Rt) 23.18 


18.35 

Handling/Ctearing 
charges (Rs) 2.50 


I 

Ad valorem 
duty Rs 47.52 

33.39 


Anti-dumping 
duty — 

7.00 


CoutttcrvaiUiig 
duty Rs 53.75 

13.00 


Sub-total 

duties Rt 101.27 

55.39 

Total cost to 

user 126.95 


74.94 

Local prices 121.00 


61.50 

Local- 

interoadonal 
price ratio 5.5 


3.3 


Vow: Ad valorem duty in ease of filament 
yarn is charged at the rate of 225 per 
cent and in case of polyester fibre it is 
at the rate of 175 per cent. 

there is a'virtual ban on closing down of 
uniu and some units which eventually dose 
down, through sheer attrition are again 
pressed into production by absorbing them 
into the state seaor. Thus, there is a rirtiial 
exit barrier either by full or partial dosure. 

The state sector units like the NIC as well 
as the units of the various state textile 
coporations are being supported by the slate 
through direct and indirect subsidtes. The 
direct subsidies take the form of funding the 
losses and providing interest subsidy. The 
indirect subisdies take the form of proviifing 
them with duty ftee polyester^fibre and near 
duty free polyester niament yam for schemes 
like Suiabh and Smbhagya doth. Further, 
they have been given subsidy for production 
of controlled cloth. The amount of support 
under these heids i^uit^ large (Ihbie 12). 

For the year 1988^, the support works 
out to Rs S0O-S5O crore: This estimate is a 
conservative onn There are about ISO tos- 
tile units in the state sector. Some of these 
av small white a few are of an avemgs sIm 
support of the order of about Rs 3-4 
crore per unit is one of the main fiKtois 
these uniu are able to sdl their products at 
pricas which do not com even aerasattws 
coats. Swdi a situation Map down 
marhet pilps of d the tcatite pcodttcia lo 
uoecooo mfc levete. As a result, other p r ivate 
eaepr OBits am also unabla to sen iMr psp 
duets m eaoaoade prtess (IhMe IS), fffC 
priep am ahoM 74 psr cant hnwr (hr «aa> 
toa vitMsi pad aMNR 1840 per oM loanr 
iablMdii 


I ABLE 7: SlIARi; Ut INDIKK I Ta\EV (I'Xl ISI. SlAtr ANII 1 (XAl) 




Incidence 



1956-57 

1987 

Growth 


(Rs Cl ore) 

(Rs t rorc) 

Rale (Per Cent) 

1 Total indirect tax paid 

2 Estimated sales of textiles 

55 

3.730 

IS 

(Ex-mill fabrics) 

600 

13,000 

11 

3 Indirect taxes as percentage of sales 

9.2 

29 

— 


Notr. 1 Data on total taxes obtained from the speech delivered by Sudhir Thackersey, 
Chairman of Millowncrs* Association, Bombay on April 19, 1988. 

2 Data on estimated sales of 1956-57 compiled as follows; 


Table 8: Fluctuaiion in Raw Cotion Prices 




Indian Cotton Index 


Indian Cotton 


High 

Low 

Average 

Range 

Per Cent 
Over 
Average 

Change 

Over 

Previous 

Year 

1979-80 

168.7 

161.6 

164.4 

7.1 

4.3 

— 

1980-81 

236.7 

170.3 

182.9 

66.4 

36.3 

e11.25 

1981-82 

240.3 

198.2 

227.3 

42.1 

18.5 

+ 24.27 

1912-83 

217.8 

186.3 

199.4 

31.3 

15.8 

-12.28 

1983-84 

294.8 

217.3 

221.6 

77.5 

35.0 

+ 11.13 

198445 

296.0 

227.9 

261.0 

68.1 

26.1 

+ 17.77 

198346 

223.8 

1«.0 

215.5 

60.8 

28.2 

-17/14 

1986-87 

336.8 

162.9 

1M.7 

173.9 

94.1 

-14.30 

1987.n 339.0 285.3 

Rite in Prices 

1987-88 over 

1979-80 + 64.2 Per Cent 

270.0 

53.5 

19.8 

t46.l8 


-M-ISO 


BeoaomleaD^VentlsPWsefcly 



fAm$ i9i OetTON. OOITQN OUMH CMWU). 

FcMoii. UOm' AMP UapueANfs, Bamc tNPUtmAL Omocatu, DvBsrvm 
AMPOTHa ClOPaCAU, tPxnu JvnMACHINBKYANDSPAKGS. I97l*72 TO JM7-S8 


(Bam 1970-71 « 100} 


Period 


Index Number of Wholesde Prices 


(Average of 
Months/ 

Average of 
Weeks, ending 
Saturday) 

Raw 

Cotton 

Cotton 

Cloth 

fldni) 

Power, Fuel, 
Light and 
Lubtfeants 

Basic 

Industrial 

Chemicak 

Dyeftuffs 
and Other 
Chemicab 

Textile, 

Jute 

Machinery 
and Spares 

1971-72 

107.8 

111.2 

103.9 

106.9 

99.8 

109.6 

l»7^73 

91.6 

115.4 

110.1 

117.7 

Ktt.8 

126.7 

1973-74 

136.3 

. 133.8 

130.6 

127.4 

117.0 

143.1 

1974-75 

168.8 

173.2 

198.3 

193.9 

169.8 

185.8 

1915-76 

136.4 

161.7 

219.2 

200.1 

172.7 

201 1 

1976-77 

197.3 

165.7 

230.8 

190.0 

176.2 

203.6 

1977-78 

193.0 

178.6 

234.3 

192.2 

185.8 

215.4 

1978-79 

168.6 

183.8 

244.7 

211.4 

194.2 

234.2 

1979-80 

164.4 

192.6 

283.1 

269.2 

226.8 

284.0 

1980-81 

182.9 

208.9 

354.3 

342.4 

253.9 

328.1 

1981-82 

227.3 

231 3 

427.5 

363 2 

267.0 

373.6 

1982-83 

199.4 

244.1 

459.7 

377.0 

275.7 

383.4 

1M3-84 

221.6 

252.8 

494.8 

403.0 

285.0 

409.4 

1984-83 

262.3 

238.2 

518.4 

421.9 

299.9 

424.3 

1983-86 

213.3 

269.0 

578.9 

479.6 

329.0 

462.1 

1986-87 

184.7 

272.4 

619.0 

483.3 

342.8 

493.6 

1987-88 

Percentage nse 
between 1971-72 

299.0 

278.8 

641.5 

489.3 

362.4 

308.1 

and 1987-88 

177.4 

130.7 

503.8 

337.7 

263.1 

363.6 


Despite the fact that private sector milk 
realise somewhat better price than the state 
sector units, as the prices of the state sector 
itniu are far bdow the average costs, the 
private sector prion remain uneconomic 
Over a period of time because of the com¬ 
petitive factors, the prices of the private 
sector units ate pulled down even from these 
levels. Thus, this unequal competition 
coufded with excess c^MtcItjr succe^ only 
in sfueading sickness tadier than stenuning H. 

II 

Strnctiinl Factors 


effective than composite mills to the tune of 
about 10 per cent even if the eacise duties 
weieequahsed". Beddn thk cost advantage 
powerlooms have an intangiUe edge in terms 
of hs flexibility of production in response 
to market swings in demand. Hie power- 
looms operate on flexible production and 
other sdiedules. In other words, in good 
times they have three shifts and in bad times, 
they cut back production and stop the third 
shift. Sometimes, they stop ^ looms 
ahogetber in certain periods. This flexibiiity 
in adjusting production imparts an impor- 


TABUtU: iTIM-WtsalNCBBASqiNTHaCOSTOF 
PaoDucTioN OF ComoN Textiles 


Element of 

Percen- 

Pcrcen- 

Resuliam 

Cost 

tage 

tage 

Increase 


Share in 

Increase 

in the 


Cost in 

in Prices 

Cost of 


1971-72 

Between 

Prodiie- 



1971-72 

and 

1987-88 

tion 

Cotton 

40 

177.4 

70.96 

Wages 

23 

482.0 

110.86 

Power, Fuel 

10 

503.8 

30 58 

Dyes, Chemicak 



Stores and 
Spares 

IS 

328.1 

49.22 

Overheads, 




including 
interest, 
depreciation 
and water 

12 

1500 

18.00 

Total 

100 


299.62 


Tabll 12* Financial Support to NTC 
(Including Its SuBsioi ARIES), British India 
Corporation and Euun Mills 

(Xamve) 


Year 

Non-Plan 

Loans 

Interest 

Subsidy 

Total 

1983-84 

93 00 

1.12 

94.12 

1984-83 

227.12 

173.93 

401.05 

1983-86 

134 31 

38.44 

212.93 

1986-87 

164.64 

82.87 

247.51 

1W7-88 

197.02 

112.35 

309 37 

1988-89 

179.46 

127.35 

306.81 

Total for 




SIX years 

1015.75 

336.06 

J571.8I 


Note: Total central and state governmeiM 
support in 1M8-89, including oontroi- 
led doth subsidy and excise duty con¬ 
cessions. would be of the order of 
Rs 300-600 crore 
Source: ICMF, Bombay. 


CtwsPETlTloN OP PowERUX)MS Table 13 : Price Comparison or Cloth Produced by NTC and the Private Sector 


The powerloom units have certain 
inherent advantages in tetpu of cost. As the 




NTC 

Pvt Sector 

Difference 
(Per Cent) 

technology used in the composite sector as 
well as the powerlooms k the asme mid as 
that ate no economies of scakv the power- 
looms have a competitive cost advantage. 
This can be seen ftom Htbtes 14 and IS. 

The major cost difference between the 
mills and die powerlooms k in respect of 
wages. As can be seen, the indn of wages 
per metre ttor powerlooms k around 60 per 
cent of the nw wages. Thk k after aUaw- 
ing forsome small difference in the ptoduc- 
ti^ in the two secion. The research 

Cotton 

30/36 88/36 

30/36 88/36 

30/36 96/36 

Blended 68 Per cent 
polyester 

Deep dyed 

Pnnted 

Printed 

Deep col (lump) Poplin 
BLD (lump) Poplin 

BLD (cut-pack) 

Dyed (cut-pack) 

7 92 

8 17 
8 93 

14.03 

13.11 

16.00 

16.30 

8 50 

8.89 

9 63 

16.30 

loOO 

19.00 

19.50 

7 

9 

8 

18 

22 

19 

18 

Take 14: Share of Production of Various Sectors of the Tcxth f Industry 

IMillioit mu) 

eomparkon betvrecn the twrrleetors in 
19t4-8S. At that tima there was ako a 


MiUs 

Per Cent Power- Per Cent 
Share loom Share 

Hand- 

loom 

Per Cent Total 
Share Share 

Pei Cent 
Share 

^iffeienee in encke duty between the 
powgrloom sector and the milt sectoa Even 
dkniiaidiag thk rfifferenea tte ooadnded: 
**1lM,edmEinatioB of powcriopm weaving 
and ieowsf processing win be more cost 

1984-85 

198346 

1986-87 

198748 

3432 

3376 

3317 

3028 

29 3443 43 

27 5886 47 

26 6222 48 

23 6437 30 

3137 

3236 

3449 

3307 

26 12014 

26 12498 

27 12988 

27 12992 

too 

100 

100 

100 


« 
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teit oM&twjlUw adviuittgfe it 
tte tMUtainiag e^wclty of powerloonu 
Wr-«-vb their luppUen, custonwi* and abo 
labour. 

After the 198S poUcy, duty hai been wvied 
equally on both powerloom uid mill-made 
fabrics. Oiey falwics do not carry any duty 
and power prooesied fafadcs carry the tame 
duty Howwei; powcrlooin fabrics wMch ate 
haod ptoceased do not carry any duty Jtnd 
this appears to be the evasion route for 
Jpowertoom fabrics conferring ^clandestine' 
advantage on powerlooms (Ihbie Id). 

Even allowing for a higher percentdge of 
powerloom fabrics going into hand prooes- 
dng channel and that powerloom fabrics 
vwwld be of a lower pries; the duty diffHcnce 
of a factor of about 12 ia a conduaive 
jwinter to a big leakage. 

HioH Labour Complement 

In the organised sector due to early 
unionlaation, there were strong organised 
anions tike RMMS in Bombay and TLA in 
Ahmadabad. These unions had considerable 
l^oiitieal dout in the post-war period. Thia 
led to labour laws which provide an exten¬ 
sive cover of job security. The unions, 
though peaceful, have become highly pro- 
teotive of the current levd of employment. 
Thfey have fiilly used the legal cover for this 
purpose. As a result, over the years, not 
Mdy the process of modernisation, which 
Inevitably leads to some rationalisation, has 
baen slowed down but workloads have 
icmained low and reallocation of workloads, 
bndiag to tome redundancy, have became 
exttemely difficult. Thus the industry has 
continuously borne a larger workforce than 
naoesiary. This is reflected in the lower 
lidwuT productivity for the same levd of 
Mdmology in our mills. All thia did not hurt 
tiH the time wages were low but as they 
began to rise the cost disability became 
acute. Internationally, we were losing our 
oompetitiveness. A major advantage of 
cheap labour was greatly flittered away 
thfo^ poor labour productivity. 

In this regard the post-strike (1982-83) 
•ttuadon in Bombay is highly rignifleant At 
one stroke Bomb^ n^ could reduce 
tOJOOO workers without any reduction In 
activity. A tremendous improvement in 
labour productivity sans cost of rationalisa¬ 
tion. However, the situation in Ahmedabad 
mUa stiU remains unoonected and resistance 
tt rationalisation it unabating as its cost is 
mountiiig. For example rationalisation 
hwdbig to six looms per weaver was carried 
out in Bmnbay in November 1985. In 
Ahmedabad, deq>ite protracted negcRiatioiis 
to introduce six looms per weaver, the inue 
i» yet to be seMed. 

While In most centree .mills work for 
about 3SC days in a year on a 24-hour basis, 
(n Ahmedabad the 7-day scheme has not 
been introduced as yet wt^king hmvi 
ate also significantly lower. As the capital 
jbgemity of the tatile industry it faiacaring, 
^capital cost forms a substantial pereentage 


^ edat 'of nidiSiBiliMl aa Mtoiiiii’' 

vvw warn osn^^a 

dapindatfoit itee beenina fetpac It i 
thoefbie naceuary that oqtltd ia t^Uroil to 
the mmdmum ponibie ectent to remain COM 
competitive with other centrea. However, 
because of die mtitude of the uniona, it hu 
not yet been made possible in AhmedhtHid. 
As a result, the citiiial cost perunit of 
production in Ahmedabad sutriOtijarat hat 
remained higher by, about li-IS per cent. 

Another instance of unions not leaUting 
the need of the hour,it tlidb' iwri**^* ^* on 
flUing up even natural vacanclra, aris^ out 
of retirement, resignation or death of 
workers, by the senionnoit badli workers. 


Exit Barriers 

In a situation of excess floating capacity, 
unless exit routes are availaMel efforts to 
keep all the units going would only lead to 
spreading siokness from one t^ment to 
another as we saw earlier in the caie of state 
sector uniu. It is therefne necessary, as 
recognised by the textile policy, that putial 
or fun cloture of uneconomic uniu or 
activities should be allowed so that the rest 
of the industry remains riabte. However, this 
has not been possible The dassic case is that 
of partial cloture whereby the doting of 
uneconomic activity in a tmaU segment of 
the unit (a composite miU), e g, plain loom- 
shed. Che rest of the actiritiet can be made 
viable and jobs saved. Even this has not been 
possible bmuse of the attitude of labour 
and the present labour lepslation. The scope 
of the Rdiabilitatkm FUnd estabUthed by Uk 
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Mihs 

Power¬ 

loom 

TolM 

Cotton doth: 
Production 
(crore in 
mepes) 

223.4 

373.4 

996.8 

Dutiable 
production 
(crore metrea) 

218.0 

299.0 

499.0 

Duty paid 
(Rs crore) 

100 

12 

118 

Dgty paid. 
(nWmtr) 

49 

4 

24 

MMFCIolk: 
Production 
(crore in 
metres) 

79.3 

312.3 

391.6 

Duty paid 
(np/mtr) 

79.0 

300.0 

379.0 

E^/(np/mtr) 

100 

96 

97 

Total: 
Production 
(Rs crore) 

302.7 

685.7 

988.4 

Duty paid 

185 

312 

ayi 

(Rs crore) 





Note: In the production flgure of blended/ 
MMF, powerloom figures have been 
increasto by 40 crore metres as all 
fllament fabric production appears to 
have been overiMked in TC’s flgures, 
at per ICMP. 

Sourer. ICMF (Secondary). 


Table 15; Sectoral Cost Comparison for Weavinc and Processing of Fabrics Cost 
(Medium count and construction; About Rs 7.50/M Ex-factory |»iee) 


Cost 

Element 

Handlooms and 
Hand Processing 

Power Weawng and 
Power Processing 

Mill Weaving and 
Processing 

Weaving total 

174 

143 

170 

Preparatory 

— 

20 

40 

Loomshed 

— 

78 

61 

Overheads 

... 

rfS* 

69 

Processing total 

157 

201 

255 

Labour 

22 

9 

31 

Power fiiel* 

10 

46 

47 

Colour -F chemicals 

94 

94 

94 

Overheads 

10 

IS 

30 

Excise 

21 

37 

53 

Value loss 

16 

24 

36 

Toud cost 

347 

368 

461 

Net advantage over 




mill costs; with 




different excise 

114 

93 



(24.7) 

(20.1) 


With same excise 




duty as mill 

82 

77 

— 


(17.8) 

(W.7) 



Notes: The combination of power loom weaving and power processing will be more cost effec¬ 
tive than composhe mills to the tunc of about 10 per cem even if the excise duties were 
equalised. 

* Extra yarn cogt. 

Figures in brackets are percentages. 

Source: ATIRA Papers on ‘Rehabilitation erf the Textile Industry*! aOih anH 20tb Technological 
Conference. 
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'tuivi It: MAOitfrooti OP 'Con OniAfaVANVA<% or Composits Milu in AHMco/Uiad 

(Ks km 


Annuol Savtng hi Cow if Unit Were Located in 


Elenmt of Cost 

A 

TamU 

Nadu 

Mahara- 

Atra 

Madhya 

PradeA 

Haryana 

Punjab 

Kerala 

Power 

46.68 

22.08 

30.32 

33.04 

54.48 

80.40 

Sales/purchase tax 
Octrm/excise 

-0.09 

0.48 

2.76 

0.48 

1.08 

— 

entry tax 

3.24 

2.88 

7.92 

0.24 

15.12 

3 24 

Wages ' 

. -0.57 

-15.12 

34.68 

157.68 

133.44 

13.32 

Total 

49.26 

10.32 

93.88 

193.44 

204.12 

96.69 


Table IS; Saving in Power Accruing to a Composite Mil l with Instai ip Capai ity ot 
500 Loomii and 23000 Spindles If It Were Located in I^tiu Cent res Other Than Ou iarat 


Ammal Saving In Cost if Unif-Were Located in 


Elements of Cost 

Tamil 

Nadu 

Mahara¬ 

shtra 

Madhya 

Pradesh 

Haryana 

Puhjab 

Kerala 

Total cost of electricity 
per unit (kwh) in 

Gujarat (Rs/k«4i) 

1.18 

1 18 

1.18 

1.18 

1.18 

1.18 

In the state (Rs/kwh) 

0.82 

l.lp 

0.79 

0.91 

0.76 

0.56 

Saving (Rs kwh) 

0.36 

0.17 

0.39 

0.27 

0.42 

0.62 

Annual consumption of 
units (kwh) by 
composite mill 
(lAh units) 

129.72 

129.72 

129.72 

129.72 

129.72 

129.72 

Total saving (R$ lakh) 

46.68 

22.08 

50.52 

33.04 

34.48 

80.40 


NotK Period based on H T power rate prevailing in AprII-June 1987. 


central lovernmem alio does not com such 
caseg. It had been pointed out by ocrtala 
observers and industria! eaperts that Awe 
are many cases of state sector unitt when 
losses are much more Aan the mges piM 
to Ae workers. It has been shown that the 
government would be better off even if it 
goes to the extreme situation of paying 
wages while Ae operations are closed down. 
This only shows Ae eitent of uneconomic 
working of some of the sick units. Howem; 
what is required is the ptditical will and a 
scheme to bring about such job rationalisa¬ 
tions with minimum hardship to labour. 


Ill 

Locatioaal Factora 

As seen earlier, the Wder‘ tatile centres 
appear to be suffering more Aan the ‘newer* 
ones. One important factor responsible fof 
this phenomoion Is Aat these were centres 
where industrialisation took {diace first and 
a tendency for agglomeration was Ae 
natural outcome This sihiatitm led A two 
consequences: (1) early unionisation as can 
be seen in Bombay and Ahmedabad and 
(ii) a tax structure in these states which 
focused mainly on the textile industry in its 
revenue collection efforu since it was much 


Tmo F 19: Rates of Sales Tax and Ociroi Prevalent in Different States as in June 1987 



Ihmil Nadu 

MAaraihtra 

Madhya 

Pradesh 

Haryana 

PunjA 

Gujarat 

Kerala 

Rale of ST/Pnrrhaae Fax 
(Op purchaae/Salea \Mue|, 
per eent 

Cotton 

Sr 3 00 

4 p c 

3.25 p c CST 

4pcCST 

4pcST 

4pcST+AST4pcCST 

CellulosK. tibre 

AddI ST 1.00* CST and ST 
•Point of 
last purchase 

ST 4.00 2.5 pc CST 

4 pc CST 

2.50 p c CST 

4 p c pur¬ 
chase tax 

4 p c CST 

1.6 p c CST 

5 p c AdvST 
20 p c AST 
on ST 

3 p c + 

4pcCST 

Noii-cellulosic fibres 

SConST 0.10 
Add ST 1.30 

2pcCCT 

2pcCST 

1.6 p c CST 

1.6 p c CST 

20 pc AST 
on ST 

3 p c + 


Cotton yarn 

SI 3.00 

2pcST 

2pcST 

2pcST 

2pcST 

20 p c AST on ST 

3 DC + 

Blended yam hanks 

Add ST 100 

ST 4.00 

2pcCSrr 

3pcCST 

4 p c CST 

10 p c SC 
on ST 

2 p c CST+C 
form or,. 
4pcCST + 
10 p c SC 

20 p c ST+ 
AST 

5 p c + 

20 p c ST -t- 


Filament yam 

SConST 0.10 
Add ST 1.50 

6pcST 

2 p c csnr 



2pcST 

10 pc SC 
on ST 

2 p c CST. 

10 pc SC 

AST 

3 p c + 


Coal/coke 


6pcST 

4p cCST 


on CST 
4pcC'ST 

4 p c CST 

20 p c ST + 
AST 

4pcST 


(>eti«i/Enlr)i Ihx Rate 

Cotton yarn 

No octroi 

1 p c 

Entry tax 

Rs 2.33 for 

Octroi 

1 p c Adv 


la 

Pnlyestcr filament yarn 

entry tax 
atTN 
-do- 

1 p c 

0.25 pc (onad 100 kg 
valorem basis) 

— — a 

150/ton 

ISO/ton 

2.23 p c 


Blended yarn 

-do- 

1 p e 

0.50 pc 


150/ton 

2.23 pc 

— 

Staple nbte 

Polyester rayon fibre 

•do- 

2pc 

0.50 p c 


ISO/ton 

2.23 p c 

_ 

Cotton 

-do- 

2p c 

0.25 pc 


150/ton 

1 p c 

— 

Cdoui: and dyes 

-do- 

2 p c 

0.50 pc 


200/ton 

4p c 

— 

ChcmiAls 

-do- 

2pc 

0.50 p c 

— 

200/ton 

3.5 pc 

— 

Siamhes 

-do- 

2 p c 

0.30 p c 

— 

l2S/ion 

3.3 pc 

• 
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Mttcr to ooUoct iKwemw'ftDiii vuch iwit 
doiten of organised industry. Similarly, the 
Ubour laws were oriented towards this 
clustered industry. As a result, these states 
suffer from high locational costs compared 
to the new textile centres which have been 
established only in the last couple of decades 
and where a ten^cy towards agglomera¬ 
tion is still not highly visible. 

In any case^ the industrial structure of the 
country has become more wide-based now 
and it is unlikely therefore; that the kind of 
agglomeration of the textile industry seen in 
the older centres would be witness^ in the 
newer centres. In-fact, all the cost dis¬ 
advantages of the older centres can be seen 
turn Hibles 17, 18,19 and 20. The data in 
these tables has been collected from seven 
states and they have been converted through 
a common base of one mill of 25,000 
T«ndi>« and 300 looms on the basis that had 
been located in these stetes, what would 
have bem the difference in the cost com- 
paied to its present location which is in 
Onhnnt. 

Ihble 18 brings out the overall impact of 
the four various major foctors in different 
locations. These are power, sales-tax, octroi 
and wages. As can be seen, the difference 
can be as large as about Rs 2 crore per year 
for a unit located in Punjab compart to the 
same unit located in Ahmedabad (Gujarat). 
Differences of this magnitude can render 
such uidts totally uncompetitive This is one 
reason why imits in the older locations have 
come to greater grief. 

Earlier entrepreneurship and technical 
skffli were also concentrated in these centres 
which provided the counter-balancing 
advanta^ However, with the spread of 
entrepreneurship and technical skills and 
with improvement in transport and com- 
municatfons leading to diffused market 
access, the advantages of agglomeration 
have grai&ually disappeared. This has 
happened historically in other industrialised 
countries too and is happening here now. 

IV 

Managerial Factors 

It must also be noted that the manage¬ 
ment of the textile industry has laigdy 
suffered from static perceptions. In other 
words. It was widely assumed by manage¬ 
ments that the industry would be in a static 
state and the changes taking place would be 
tamponry or ^dical. These perceptions 
niattdtofionon prixs, technolo^, products 
w wen as markets. When raw matoial prices 
loss; it was expected that they would come 
bade to thdr original levda. Technology was 
poceived thnmgh a mind fiaffle of marginal 
dumgea, e g, ftom looms running at 200 
WPM agninst looms runidng at 180 RPM or 
from 4-ioller drafting system to top arm 
drafting aystam. The rate at which new 
pmducli were brought out was also very low. 
Market demand was perceived as temaiidng 
tba same both in terms of ijuanbty gs well 


as fo teram of type of ptodtteit rad>(t«A 

The (Nstribudort structure was abo ammed 
to be static. It is also possiUe to eqplaia stidi 
perceptions to several environmental focton. 
Because of the freeze on expansion and 
related slow growth of the decentralised 
sector in the first two decades after indepen¬ 
dence the industry enjoyed a seller’s market 
Further, because of the foreign exchange 


IffOhUm al wdl m ^ (MWdm dMia^^ 
tectlng empiayment, near technokgy VMS hot 
allowed. Synthetic raw material was dls- 
couraged and cotton was considered to be 
the only raw material appropriate for our 
country. Both these factors also contributed 
to the static perceptions of the industry. As 
a result, the industry became more inward¬ 
looking and quite insensitive to global 


Table 20: Savino in Wagbs AccauiNo to a CoMrosprE Mill with Installed CAmart of SOO 
Looms and 2S000 Spindles if it Were Located in Textile Centres other than Gujarat 





Annual Savina in Cost if Unit Were Located in 

Components of 

Gujarat 

Ikmil 

Mahan- 

Madhya 

Haryana Punjab 

Kerala 

wages (Rs/month) 



Nadu 

shtra 

Pradesh 




Total wages 


1723.3 

1725.3 

1725.3 

1725.3 

172S.3 1725.3 

Average basic 

S68.0 

870.0 

346.0 

323.4 

330.0 

360.0 

341.2 

Avenge DA 


710.0 

383.0 

823.0 

734.3 

— 

— 

904.8 

Other 

Other benefits 


— 

— 

175.0 

— 

— 


— 

(per cent of total) 

35.0 

38.0 

36.0 

41.0 

20.0 

47.0 

31.23 

Ibtal wages in the state 

1729.1 

1827.8 

1491.3 

660.0 

823.2 1633.4 

Saving 



-3.84 

-102.S 

234.0 

1065.3 

1 902.1 

90.0 

No of workers employed 

12.34 

1234 

1234 

1234 

1234 

1234 

Annual total savings 








(Rs lakh) 



-0.57 

-15.12 

34.68 

137 68 

1 133.44 

13.32 

/sfote: Wsge rates as prevalent in the period April to June 1987 





Tabu 21- hiNANttsor' 

hxnii Milts 









(/fi WO per equivalent horn, 


1962 

1970 

1980 

, 1981 

1982 

1983 

1984 1983 

1986 

Current assets 
Less: currant 

13.01 

23.11 

88.41 

95.34 

87.89 

94 61 ! 

102.18 103.03 

112.92 

liabiliiiei 

Net working 

10.96 

7.72 

33.31 

44.14 

48.89 

31.98 

57.40 57.12 

61 84 

capital 

4.05 

15.39 

53.10 

31.20 

39.00 

42.63 

44.78 47.93 

3108 

Net fixed assets 
Total capital 

10.19 

13.63 

42.18 

53.36 

48.34 

53.54 

67.73 78.79 

86.70 

employed 

14.24 

31.04 

97.28 

104.36 

87.34 

96.17 

112.31 126.72 

137.78 

Sales 

33.79 

32.14 

210.80 

218.10 

200.83 

198.43 209.94 243.94 

247 71 

PBTDl 

FBTDI as per 

4.27 

503 

16.38 

9.14 

9.01 

513 

-1.63 9.23 

7% 

cent of sales 
PBTDl as per 

12.63 

9.64 

7.86 

4.19 

4A8 

2.38 

-0.77 3.79 

3.21 

cent of capitAl 
employed 

29.99 

16.20 

17.04 

8 74 

10.31 

3.33 

-1.44 7.29 

5 77 

'ntrnover ratio 
Long term 

2.37 

1.68 

2.17 

2.08 

2.30 

2.06 

-1.87 1.92 

1.80 

borrowings 

2.21 

19.18 

60.22 

72.63 

90.42 

93.86 

113.72 118.43 

133.20 

Interest peid 

0.43 

1.76 

10.44 

1131 

10.74 

10.74 

12.36 I2JS 

13.31 

Index 

(100) 

(391) 

(2320) 

(2624) 

(2387) 

(2387) 

(2791) (2744) 

(30021 

Table 22: Coin- Squeeze on Mills in 1987 



Cotton 

Power 

wages 

Itoitile 

Dyestuff Mill-made 





and BeuI 


Stores 

Cloth 







and m/c 


Wholesale Price Index, 








198647 



184.6 

619 

701* 

497 

342 

272^ 

Whdcsale Price Index, 








1987-88 



300.0 

- 641 

771* 

306 

362 

278J 

Per cent ‘ncrease 



62.3 

3.3 

to 

2 

5.87 

2 

Per cent of production cost 
Increase in cost of production 

40 

12 

23 

3 

10 


(pa cent) 



25 

4.2 

2.3 

1 

.6 

32.2 


Noie; * Wsges—Index of consumer prices for industrial workers for Bombm'- 
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Econcmic and FbUtkal Weekly hjovemte 
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(1) DbnutlfaigtlicMGMnliviitoaA 

^ laduatry uid icttlntnt the tpecUl role 

only for non-power technoioiy. 

(2) Multi'flbrc oricaiatien and fibre 
flexibiUty. 

(3) Adequate law material m reasonable 
and steble prices. 

(4) pFogresrivc reduction in prohibitive 
ieveia of duties on synthetic raw 
material. 

(5) Removal of entry and esit barrien. 

(6) Emphasis on roodemiation, making 
possible technology and machinery im- 
pons at international prices. 

(7) lb make Indian textiles mote com¬ 
petitive in the world market. 


Table 24: Balance op Tbade in Coiton and 
Synthetic Manufactures in 1984 
(VOO loiutes expressed in fibre equivalent) 


Region Cotton Man- Toul 

made 


Developed 


coumries 

1811 

461 

2272 

Developing 

coumries 

-2208 

-933 

-2941 

India 

-205.2 

-6.2 

-211.4 

RepuUk of 

Korea 

-186.2 

448.3 

-634.5 

Hong Kong 

-116.8 

-20.9 

-137.7 

Rikiwan 

-353:1 

-5.9 

-361.0 

China (including 

Tiwan) 

-83S.9 

-818.6 

-1634.3 


Note. Negative sign means exports oceeds 
Imports. 

Sower. HMd Apparel Fibre Consumption, 
Mwuary 1987, Riod and Agricultural 
OiganiiailoB, Rome: 


warfcN t iilpc N r tM tt j gg.lBfl^ 
to a miinlier of bid estabtfshed laduKrtes in 
the ooumry. It is in the 80t that the 
damage done by the ehmed economy model 
to our industries wag realised and the 
government started gradually opening tm the 
system and ^phasising the need for 
modernisation. In the textile industry, such 
static perceptions led to a slow response to 
market changes. While it can be said that, 
in a lar^ measure, the overall atmosphere 
of an inward-looking closed economy led 
to such perceptions and attitudes, the 
management must share the blame for such 
complacency. 

V 

Financial Poaidon 

All the abovementioned factors led to tex¬ 
tiles being a low profit industry whidi could 
not generate funds to meet the increasing 
lequiicmenu of working cental and renewal 
of fixed assets when the time came for 
its replenishment. This can be teen horn 
Ikble 21 compiled by the research associa¬ 
tions based on the study of several composite 
textile mills over a period of 1962-1981 and 
then averaged out for one mill. 

A study of the contenu of Ihble 21 brings 
out the following: 

(a) Ibxtiles is a low profit indystry and 
prontaUlity has been declining over the 
period 1962-86. 

(b) The working capital requirements are 
increasing as the general level of prices goes 
up and the terms of trade vts-a-vis the 
distribution trade becomes adverse 

(c) Consequently, all modernisation has 
had to be flnanced out of borrowed capital 
and therefore borrowings have been going 
up throughout this period. In fact, long-term 
loans have gone up by 32 timet leading to 
a 26-foid increase in the interest burden 
during this period. The debt equity rttio has 
been deteriorating. It is often aigtied that 
textile mills have not modernised enou^. 
What these figures show is that the textile 


industry did not have eitougit ioteriwl 
generation to carry out modemiMtloii.' 
Whatever was possible with the geaentiosi 
of resources, it has stretched itself to do iil 
best. In the process, by the i980s, its fhiaii* 
ciat structure became rather wetdt. It had 
been gradually deterioratihg and by 80t it^ 
would appear to be somewhat shaky. 

Coming, to the more recent impact, we 
could take the cost squeeze in the year 198^ 
compared to 1986. This is brought out in' 
Ihble 22. Against an increase in production 
cost of 32.2 per cent disregardiiqi other 
overhead increases, doth prices rose by only 
2 per cent. Cotton prices played havoc in 
1987. All other costs also went up. Tlie 
industry had to contend with a cost rire of 
32 per cent while price increase could 
cushion it only to a very marginal extent. 
Mills which tried to change their product' 
imx, and to some extent for synthetic raw 
material using miiis. the impact would have 
been somewhat lower. At the same time, syn¬ 
thetic blended fabric prices fell by about 5 
per cent against the rise snown in the coto 
ton textile fabrics In other words, the year 
1987 worsened the finances of the composite 
sector. 

VI 

Implementation of Textile Poliejr 

Many of the problems enumerated above 
were analysed and recognised by the Expert 
Committee which was formed to go into the 
problems of the textile industry and for' 
mulate a new poHcy. They develt^ied a com¬ 
prehensive set of recommendations and 
observed in the final paragraph: 

It is of paramount importance that our 
recommendation on the report should be 
treated as an integrated set and should be 
adopted and implemented as a package. 
Otherwise, more distortions may occur a^ 
the desired tesuU of integral^ and har¬ 
monious growth would not be achieved. 
The textile policy initiated in I98S accep¬ 
ted various recommendations of the Expert 
Committee: The main points are given bt 
Ihble 23. It would thus appear that the taxtlle 
policy was formulated to take care of the 
deep structural and environmaital proUems 
of the industry. The policy came up with 
certain basic environmemat changes. It is a 
document which marked a watershed in th# 
country’s textile policy. Moreover, the 
straints and restrictive policies of the earlier 
years were given a go^bye, e g, full fibre 
n«ibility was restored, the policy equamt 
composite mills and powertooms and (mm , 
processing sectors: the policy stated that (ha- 
prices of synthetic raw materials will be pro¬ 
gressively brought down, and so on. Th4‘ 
whole edifice of the restrictive polides whicb ■' 
created a suffocating atmosphere over the 
previous four decades was dismantled. 

However, when it comes to ihe implcmen-'; 
tatioit of this policy, there is a lot to be 
desired and the removal of many of the in)- ’ 
pediments in the full realisation of the 
potemial of this industry are either un- ‘ 


TAIU 25: iNTgaNATIONAL COMFAXISON OF YARN COSTS IN 1987 
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Impinneitted or bdng implemented in a 
hatUng manner. Fm (Auntile. the duties were 
reduced in August i98S. After that the 
government waited for nearly VA years to 
announce duty reduction. Cotton prices have 
beM fluctuating very heavily, A role was 
assigned to CCI to stabilise these in-ice fluc¬ 
tuations but notlung has been done as yet. 

One other major recommendation and 
pit^ plank which has remained on paper 
k the one relating to removal of exit barriers. 
A Rehabilitation Fund has been created but 
Ito effective action has been taken to close 
Rilly or partially units or activities which 
l^becmeunviable. Excess capacity pei- 
'jlbta as there are no entry barners Domestic 
Ikliiand is stagnating. Exports have begun 
so look up. Export policies are presently 
jMte realistic. But wc are also up against 
tmde baiyiers. The industry is being brought 
out into an open air atmosphere from a 
*Mack hole'. The bird has been uncaged and 
.it hm to learn to fly again. The industry has 
started on tint learning curve. Before it can 
jather speed, it will necessarily go through 
some ftritering steps. In this context, if we 
persist in supporting unviable capacity, it 
‘Uiould only lead to spreading of sickness and 
weakening the entire structure of the 
Mustry. 


IWo other policy points also have to be 
implemented. One relates to making modem 
madhinery available at or near international 
prices and other is progressive reduction )n 
the price of intermediate products for 
•ynt^c raw material. * 

VII 

Export 

The inijustry was to be made inter¬ 
nationally more competitive. There is a vast 
potential fm exports. This can be seen from 
Ittdes 24, 25 and 26. 

When we look at our export performance 
with that of Korea, tiny Hong Kong or 
ftkistan, it is dismal fOAle 24). As fir as 
competitive factors are concerned the major 
handicaps are high power and capital cosu. 
Althou^ our wage rates are much lower 
than those in advanced countries it is 
•ignifleantly higher than our major com- 
p^tors, viz, Pakistan and China, Fbr 
seasons seen earlier our labour productivity 
is lower. Hie report of the rec«n ICMF 
delegation also brings out that the power 
and capital costs are lower in Ikkistan. Thus 
in major non-quota countries like Japan, we 
ate out priced by Pakistan. It would appear, 
quite paredoxicidly, that in quota countries 
quotas are not a hindrance but a help for 
our exports, as countries litre Pakistan and 
China operate under quotas. Had there been 
no quotas, we probably would have lost 
ground against them. This prevents tha com¬ 
petitive edge that we should have over not 
only the advanced countries but even other 
exporting countries. 


TAatj 26 : iHmwsB^AtCpw^tlgWoql^AlllltmCo^ " I 

Cost Element (US S per yard) ^ Braril Oerfitaiqr jwlia " J voii Ko^ tisA 


Waste 

Labour 

Power 

Auxiliary material 
Capital (depreciation and 
intcfcsi) 

Raw material (cotton) 
Ibtal fabric costs 
Index: Germany 100 


0.020(2) 0.022(2) 0.019(2) 0.0220) 0.(a3(3) 0.019(2) 

0.053(7) 0.331(30) 0.044(6) (U06(30) 0.049(7) 0.190(24) 

0J>I7(2) 0.100(«) 0.090(11) 0.120(11) 0.968(9) 0.036(7) 

0.038(7) 0.068(6) 0.070(9) 0J)67(6) 0.067(9) 0.036(7) 

0,443(53) 0.363(31) 0.329(42) 0.371(33) a24S(34) 0.240(30) 

0.242(29) 0.271(23) 0J32(3O) 0.270(26) 0.273(38) 0.238(30) 

0.835(100) 1.173(100)0.784(100) 1.056(100)0.723(100)0.799000) 
71 100 67 90 62 68 


Nousr. (1) As the cost calculations are based on a spcciflc type of loom and fabric, no inference 
can be made regarding the competitiveness of the entire weaving industry in the 
countnes concerned. 


(2) Figures in brackets are per cent values of total fabric cost. 
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Table. 27: Internahonai Comparison of Labour Cost in 1987 (OS S) 
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22 
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38 

23 
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2.09 

23 
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18 
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19 

24 
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2.07 

22 
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19 
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19 

23 
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21 
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NA 
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Hong Kong 

1.93 

21 

1.81 

21 

1.63 

19 

27 

Brazil (South) 

1.90 

21 

1.43 

16 

1.00 

12 

28 
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20 
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13 

29 

S Korea 
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6 
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6 
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0.37 
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3 
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18 
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Source: WERNER Labour Cost Comparison. 
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VlEt 

WlMt Needa to be Done Nowt 

^ An action programme follovn from the 
above (Hagnoiic. 

The 1985 poNcy hai been an ouutamUng 
documem. It martci a waietshed in indunrial 
pobcy-making. Itgoei on to the toot of the 
stfuctwral problem. But aa was feared fay the 
Expert Committee the implementatiori has 
faltered. It is piecemeal.'It it halting. What' 
it lequbed is fiiil and quick implemenution 
of the ptdiey with retpM tm (a) esiit banricfs, 
(b) duty leduethm on synthetic raw material 
and intermediates, (c) boost to exports by 
maMag industry internabonally competitive; 
and (d) stabilisation of taw material prices. 

Fm boosting exports, the following 
actions are required. Our power and capital 
coste ate high. The scheme of making diesel 
available at international prices for units 
exprating mme than 25 per cent of their pro¬ 
duction is in the right'direction. But this 
needs to be modified to as to encourage 
other units through suitable graduated scale 
For example a cut-off rate of 10 per cent 
may be accepted. Fbr 10-15 per cent, 70 per 
cent of requirement may be given. For 15 to 
20 per cent, 80 per cent and for 20 to 25 per 
cent, 90 per cent may be allowed. Fbr 25 pe 
cent and more 100 per cent at in the present 
scheme. Our capital costs are high because 
of import and excise duties. Like ui Pakistan, 
these duties have to be reduced to 0-5 per 
cent. This should apply to imported as well 
as domestic machin^ accessories or com¬ 
ponents. Our rate of interest for modernisa¬ 
tion will also have to be brought down to 
about 74 per cent it in Pakistan. Packing 
credit it available in Pakirian at 6 per cent. 
The tame should be brought down here: 

Blended yarn and fabric is a major p^ 
duct area for export We are not competitive 
here because our wastages allowance fixed 
at 21 per cent is insufficient to cover both 
wastage and rejects. Many times inter¬ 
national oonstru^ns and widths are not 
workable in the local market and therefore ‘ 
rejecu reaUte far lower prices than normal 
rejects of local variations. Therefore; tiiere 
is need to compensate tiw same through a 
higher replenishment allowance. 

Exports also suffer because many units 

art rductant to take the risk of committing 

long deliveries of about 8 to 12 months for 

exports, e g, to USSR. The risk it maiitfy 

from fluctuating cotton prices. Packing 

credit it available only for six months. Even 

here the banks stipulate the conditions of 

three months roll over. Besides, It it quite 

mpcnalw ibr milb to physically carry stodc. 

Therefore; a hedge contract is necessary. So, 

millt get a second long-4erm cover for raw 

mmerfelt at low cost. 

» 

Inland transport costs ate sidMtantial in 
our oOhittry because of the siae and the high 
costofIbeL Earlier to neutniKte ttis feelor. 


tqietatad. The same needs to be Immediately 
reintroduced to compensate mdb which are 
located at a distance feom the major expm-- 
ting ports. State and local governments in 
the dd textile centres vvUl have to take a 
realistic view and neutralise the cost dis¬ 
advantages of the units in such states if they 
warn these units to be operation^. They will 
have toconfer backward area status to these 
units nnd provide siMcoui; so that the capital 
erosion suffered by theae units over the years, 
because of high state and local imposts, can 
be somewhat restored enabling quick 
rdiabilitation of the units. 

The state govermnents in the older texule 
centres vrill have to recognise that these units 
suffer from locatimwl disadvantages and, 
bdng old, they have is^out and other pro- 
btenm Thetmly counter-balancing asset they 
have is the land on which they stand. The 
govermnent should therefore; allow them to 
sell whateverTtee land they have and utUise 
the funds for strengthening either their 
working capital base or for accelerating 
modernisation. Such free restructurirqs of 
asseu will impart vitality to the urats without 
creating a drain on public funds. On their 
part, managements will have to accept 
reasoiuble conditions of monitoring of 
realisations and use of such funds by finan- 
dai institutions. 

Labour will have to accept that restruc¬ 
turing will involve some job reshuffling. 
Some units or activities will close down. 
Other units will then become viable. They 
will become even vibrant in the foture 
leading to more jobs. Aiv attempt to pro¬ 
tect ail present jobs in their present form will 
be self-defeating. Jobs can ultimately be pro¬ 
tected and expanded only by the tedval and 
rebustneu of the industry. The solution lies 
in devising a scheme ^ whidi workers 
affeciedfaypar^closuresarelidpcd.Scien- 
tifkdiy determined work loadt, wages Ifaiked 
to productivity and capadty to pay; flexibi¬ 
lity in employment throu^ multifdd Job 
trafaBing a^ improving u^ation through 
relay teceis working and a 7-div week will 
have to he accqitod. Any delay in raking 
such an action only increase j<fo losses. 

Managements will have to act to rake 
advantage of the new environment which is 
emerging. Access to new raw materials and 
teefoiology has greatly improved. Hurdles in 
the way of planning fuHer capadty uulisa- 
tion and choice of products for one’s target 
market tune been mostly removed. Exporu 
are encouraged. Exchange rates are becom¬ 
ing more h^fol. The industry has been 
brou^t out tnm the cosy cocoon into the 
world arena. Vfe have to adapt quickly, 
assess international trends and plan ahead. 
Our market place now Is not India, it is the 
whde world. The challenge is to create new 
products through hewer raw materials and 
technology and relate them to the market. 

* V 

Most of the problems afflicting the com- 


a sdigtoc df ditianee premium was lieing poiite textile sector an environmental, loca¬ 


tional and strudunl. The policy document 
of 1985 has all the necessary dements for 
revival of the industry. They have to be* 
feithfuUy and expeditioinly implemented. In 
the meantimei a short term dsn for ichitoUi- 
rating sick but viable units has to be 
followed. 


The unit should have a good plant. A weU 
balanced and properly maintained plant 
with less than 20-25 years old machinery am 
some factors which should be kept m mind 
for judging a umt. Ifachnical performuec , 
in the immediate past of normal working , 
should be at least at an average industry \ 
level. This can be easily judged by compnr- • 
mg It with industry norms for companfefo > 
level of technology employed. The prodtiet''^ 
portfolio should be good. Quality levsj. • 
market relevance and trade ima^ are imp^^ 
tant. The competitive edge of established j 
products should be judged. Managemenf' 
team and work culture should have ptofeiF t 
sional orientation This can be judimd by.- 
background, work styles and systems of the ^ 
people in the oiganisatioa In difficult times ^ 
management commitment is very ernck},^ 
This can be judged by the background e^j 
lustory of the management. Current imfidS-T 
dons of involvement also have to be monii^ 
toted. Often promoter's contribution k'l 
insisted upon to ensure such involvement) 
This is hripful wherever feasible but it | 
should not be the sole mdicator. The ExpfM^f 
Comimtter^s report says that. < 

i 

While It is difficult to recommend th^ 
promoter’s contnbutioirneed be insking,' 
upon, banks and faiaiicia] insmutiom tooidd^ 
rake a more sympathetic view in cases wMi*, 
promoters although satistying prncrihiiq 
criteria in regard to the quality of maqd|e« 
ment do not have the means to raise the 
naeeitaiy coninbunon and gram them kmger' 
eerkiils for bnnging in their contributimt; 


The nature ot support requited to be gi«W' 
will genendly rake the form of finandali 
accommodation, e g, loan deferment 
rescheduling, new softer term loan, deAlM| 
ment of interest or statutory dues, flnancfof 
restructuring and some cost rdief for ^ 


limited period. < 
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^tloie of Government and Structural Changes 
in Rubber Plantation Industry 

Thorian (ieorge K 
^ Haridasaa 
B Sreekuuiar 

The government's polities towards the rubber plantation industry in terms cf various incentives have had far- 
reaching consequences for the industry’s development and structure. In this paper the authors critically examine 
the structural changes in the industry since the 1950s and analyse the major government policUa that have played 
a posittve role In the development of the industry during this period. 


rr it a common experience across countries 
' tMving different economic Systems (ranging 
* Aom free market to controlled or planned 
econmnies) that the prevalence of a positive 
government policy towards agriculture in 
gaeral or individual crops in particular, is 
, dailgncd to achieve certain specific objec- 
.•thei from a long-term perspective. Hie 
poUcy may vary from a protected internal 
market to radical land reforms or high rates 
I of subsidy and administered prices. The pro- 
tMted farmer of Japan and the heavily sub- 
sMited wheat cultivator of the US are two 
fiamplrf Similariy, the radical land reforms 
in South Korea prior to its large-scale 
industriaUsation and the system of subsidies 
' dnd adminisured prices for farm products 
in the Soviet Union are a few instances of 
pnch a policy. The objectives of sudi pohdes 
ibo vary fiom country to Country depending 
npen the prevailing system of agriculture 
ind the peculiarities of the crops concerned. 
However, a broad outline of such objectives 
can be summarised as follows: 

(a) R>r achieving sdf-sufficiency in 
production: 

(b) The number of farmers or dependents 
<m tl|e crop concerned are very large, 
and therefore; the government follows 
a poli^ of protected market and ad¬ 
ministered prices coupled with sub- 
ddies; and 

(c) For increasing the production of crops 
of strategic; commercial or industrhU 
importance. 

In India, the government’s policy towards 
natural rutto (^) cultivation encompasses 
' the salient features of the three objectives 
< mentioned above First of ail, there is no 
disagreenient on the strategic importance of 
NR as an industrial raw material since it is 
estimated .that around 35,(XX) different 
produGU ranging from aero-tyres to rub¬ 
ber bands can be manufactured from it. 
Secondly, compared to all other major NR 
producing countries, India has the unique 
characteristic of having a rdatlvely wdl- 
devdoped rubber goods manufacturing 
Msetor and very often, it is a net importer 
of NR whereas the domestic consumption 
of others it less than 10 per cent of their total 
production.* Ibday, India is the fourth 
largest inoducer of NR in the wortd having 
a total area df 3,84,000 hectares under nd>> 
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ber (the net tappable area is around 2,37,064 
hectares) and the estimated total production 
is 2,19,520 tonnes. It is also interesting to 
note that at present there are more than 3 
lakh producing units and more than 99 per 
qmt of them belong to the si» group of 
below 20.23 hectares^ and this group’s 
rdative shares in total area and production 
are around 80.34 per cent and ’’4.66 per cent, 
respectively.’ In other words, few other 
major plantation crops grown in the coun¬ 
try can claim the dominant position eqjoyed 
by the small growers in tlw rubber planta¬ 
tion sector. 

The scope of this paper is limited to an 
analysis of the devdopment of the industry 
and the implications of the policies pursued 
by the governmoit from time to time. Since 
independence the policies pursued by the 
government towards the industry in terms of 
various incentives had far-rea^ng conse¬ 
quences on its development and structure. 
Though the structural changes in the 
industry were analysed in an earlier work.* 
an analysis of the role of the government 
policies in the development of the industry 
is the outcome of a fresh initiative The 
paper is mganised in three pasts. Fut 1 sum¬ 
marises the role of various contributing fac¬ 
tors on the evolution of the industry prior 
to independence Fart II deals with an 
analysis of thfe major government pdidea 
that played a positive role in Uie development 
of the indust^ since independence Fut III 
of the paper critically egouninea the struc¬ 
tural changes in the industry sinoe the 1950s. 

I 

Evolulioii of Rubber Pbutation 
Industry in India 

Plantation agriculture is generally the out¬ 
come of the colonisation of tropical areas 
by the Europeans. The two important fac- 
ton that were instrumental in the successful 
introduction of plantation agikultura in the 
colonial India were British o^lital and 
initiative along with the favoundde agro- 
diffladc conditions and the availability of 
cheap land and labour. The major Intbtcst 
behind the initiative taken by coiooiai powers 
in opening up underdeveloped itgims for 
pfaaMation agriculture is a wdKdeb^ iasae 
and today thera is general aaiecnicnt that the 


main motive force was the inexorable hunger 
of capital for raw materials and markets 
rather than '’the adventurer’s desire to 
unravel the mysteries of East”.’ 

Even though rubber trees (Ficus Elastka) 
indigenous to Indian forests were tapped on 
a large-scale in Assam before the introduc¬ 
tion of Para rubber (Hevea Brasiliensis), the 
initial efforts to grow rubber on a conuner- 
cial scale never got beyond the experimen¬ 
tal stage before 19(X>. The recorded out-turn 
of raw rubber from Assam during 1880-1890 
averaged briween 200-400 tonnes annually.* 
In 1902, J J Murphy. J A Hunter and 
K E Nicoll and C M F Ross formed the 
Periyar syndicate in Itavancore and started 
plamting with Para rubber which has 
generally proved by far the most suitable 
variety for cultivation ui south India and by 
1914 it practically ousted the other trees from 
production. Though rubber planting was 
taken up on a commercial scale in other 
parts of the country, i^was Dfavancoie whsdi 
became die leading centre of rubber cuitiva- 
tion.’ Rubber was first planted in the 
erstwhile Cochin state in 1905 and by 1907 
the total area under rubber in this region was 
more than 404.86 hectares. 

Although ruUier cultivation had itt start 
on a i^antation scale by British idanten, 
subsequent increase in area under the crop 
is attributable to the enterprise of a large 
number of Indian proprietary planters 
belonging to the former narive states of 
TWwancore and Cochin who came into the 
field later. In fact, even today around 90 per 
cent of the total area under rubber in the 
cmintry betongs to Kerala which was formed 
in 1956 comprising the former TVavancoie- 
Cochin state and the Malabar region of tlw 
Madras presidoicy. The importance of 
rubber in the Kerala economy also arises 
from the fact that the share of rubber in the 
total area under the four major plantation 
crops of the state (rubber,, eofkt, tea and 
cardamom) it estimated to be 66.93 per cent 
and itt share in total cropped afea in the 
state is 11.40 per cent during 1985-86.* 
Thorefote; any attempt to delineate the lec¬ 
tors that pilled a significant role in the 
development of ihe industry, invarMdy hat 
to cxamiiw the major motive (brcesai^ the 
tockr-economic conditions that pievaUed in 
the region during the inituKy of industry. 


Ecoaomie aod Mltieal Wtefcly 



fuaot, Hiititiiig of pm mu 6n 

ndrtMT ^butting, tb otoiiii iHtximuiB 
fivwtlw to ueduce the expenie on dUease 
coKUol '.end «oit of tHodiKtkm, the crop 
shouldlw etuhllshed under the belt poni- 
ble oonditkHH. Experience shoes thtt Hewn 
BrasilicnsU grows best where the minfaU is 
between B0*120 inches, well distributed 
throughout the year «id with no excessivdy 
wet or dry period. Rubber grows in the 
trc^Hcal beh lying within IS* north and 10° 
south of the equator and generally at eleva¬ 
tions below 1000 ft. A loamy soil of good 
texture is preferred for rubber growing to 
hard laterite soils. 

In India, conditions approximating to the 
above mentioned parameters obtain in the 
foot hills of Western ghats and Andaman 
Islands. In India, wMIe many of the estates 
are located in the foot hiUs of Wstern ghats, 
small growers appear to be concentrated in 
areas where estates lint developed. But 
owing to certain land policies and the subse¬ 
quent changes in the pattern of agricultiue; 
which we shall see later, a number of small 
holdings have appeared on lower lying areas 
also. The dominant position of Kerala in 
rubber is to a large extent, on account of the 
favourable agro<limatic conditions com¬ 
pared to other states. 

Prior to independence, there were impor¬ 
tant differences in the land policies followed 
in the three constituent mgions of Kerala 
which had serious implipations in terms of 
tbe intra-r^onal devdopment and the pat¬ 
tern of agricultural growth mainly due to 
historical reasons,’ In Travancore, after the 
consolidation of political power, nearly two- 
thirds of the entire cultivated area was 
brought under state ownership as early as 
the first half of the nineteenth century. liner, 
in 1865, through a proclamation, full 
owndship rights wtre conferred on the 
tenants of such state-owned land which in 
turn led to the emergence of a new class of 
peasant premrietors in Itavancoro Cochin 
followed suit towards the end of dw century. 
In tlw Malabar region, though waste lands 
were available in greater abundance^ they 
were in ^ hands of local chieftains. The 
comUtons of tenancy imposed by the owners 
and m judicial decisions which gave sup¬ 
port to them proved to be serious deterrents 
for dynamic agricultural growth.*’ Only 
idout 60 per cent of the total arable land 
was therefore under cultivation in Malabar 
even at late as the 1930s, while almost all 
the land was under effective occupation in 
Cbchln ^ Hravancore. On the whole land 
tenurealn llrKvanooreand CdcMn evolved in 
sneh a as to Pause dynamic agricultural 
devetopl m cBt. On the other hand, Malabar 
lagged behind. IrilhivaBGore.asatcsultof 
the tennrial reforms, conunerclal agriculture 
developed fbrther smd there was a growing 
lalnviiiifriiein of surplus and profits mqde in 
the MpMlWdooiaimcxiity markets. Moreover, - 
jkkiriilpdriiBiMnotethat tomeqf theiww 
'.oamen ffirilB ^asetyassodated with flnan- 
w^hhelpMMtheiii 


'b ioegg. hind, aod, devBeft 

eqhuid the fib imder commercial etp!|k 
As a result of these changes conunm^ 
cultivation in this regitm gathered further 
momentum and wnong the four main fe¬ 
tation crops devrioped, rubber was by fer the 
most dynamic in terms of the rate of expan¬ 
sion and it was in that sphere the nrie of the 
planters from IVavancore was also the 
grea^. InThtvancorq leases for plantations 
were'issued by the state forest department 
and the land revenue department at nominal 
rates of tax compared to the profit margin 
earned from tbe venture. For instance, for 
the firit eight years the lessor had to pay only 
50 paise per acre per annum and from the 
nimh year, the rate was increased to Rs 1.50 
and from the twelfth year, to Rs 2 per acre 
per annum. In Cochin, the land tax was 
fixed at Re 1 per acre for tea and coffee and 
Rs 2 for rubber and Rs 3 for caidamom 
plantations." Though tbe expansion of 
area under rubber in this region received a 
set-back during the depression of 1929, the 
area under rubber was well over 4,048.58 ha 
by 1950 and the rate of expansion was at a 
much faster pace thereafter. The economic 
foundation on which such a dynamic 
development was built mainly within the 
framework of peasant proprietorship that 
took shape in Travancore between the two 
world wars. 

In Cochin also, most of the plantations 
came upon government land, particularly in 
the Nelliampathy area. The favourable con¬ 
ditions for leasing or purchasing land, 
among other things helped the development 
of 1,700 acres of tea, 200 acres of coffee and 
6^00 acres of rubber in the state by 1949-50. 
Similarly, in Madras presidency, the rent was 
(after an initial period of 3-5 years depen¬ 
ding on the region) generally flxed at Re 1 
per acre.'* 

Even after the abolition of slavery in ail 
three constituent areas of Kerala by the 
middle of the 19th century, it was difficult 
to get enough labourers from tbe Kerala 
plains to the plantations, primarily because 
various forms of bonda^ still existed in 
most areas. Consequently, the pioneers had 
to recruit labour ftom the famine-hit 
southern ‘Bunil districts.*’ The system of 
labour recruitment prevalent was through 
agents, viz, Kanganies, on a family basis. 
Ihble 1 summarises the labour recruiting 
position in south India during 1896. 

However, it is pointed out th6t the 
‘mopias’ of Malabar region had been the 
perennial source of recruitment for robber 
tapping till the peasam classes of Ihivgncore 
and Cochin took to this work and 
employed to a considerable extent as tap- 
pen,*’. Thus it appears that while a rela¬ 
tively more labour intensive tea plantations 
in the state dep^ed on immigrant labour, 
a Considerate part of the rubber areas drew 
thrir hdmur from local sources. 

Till the. Iat.C i930s one of the main 
charaewritties of tite Indjan rubber planta¬ 
tion industry was its export'otrientaiion. 
Ttibuidi beginnings wie made In the I920s^ 


it was bnly In the UteJSSOs that the rublw 
goods manufacturing industry stabilised^ 
the Indian scene** Thus during the initial 
jriiase of the rubber plantation industry, raw 
rtjlbber was mainly aported to London since 
n)any of the British owned piantiiig com¬ 
panies were London-based and moreovov' 
London played an imponant rote in. tlw 
entrepot trade with other European coitti.- 
tries. In this connection, it is worthwhile lO' 
pmnt out the major commercial and admi^! 
strative reforms in the region which played 
a positive rote in the export trade of rutAcr.' 

The Companies Act was introduced as 
early as 1862, helping the concentrati^ of 
capital and tbe establishment of large under*, 
takings. This had important implications qh. 
the future development of the industry. ' 
Similarly, the British Indian currency 
made legal tender in Ifavancore in the ewl^'. 
1860s followed by the establishment pt i’ 
branch of the Bank of Madras in Cochin in 
1862. The commercial laws of the 
were reformed in the course of the 19th cen¬ 
tury in such a way as to make this region 
fit in with the general pattern of econofflid 
activity in the British administered areas. ' 
Another important factor which helped.th^. 
growth of plantations was the deveiopincitt.^ 
of transport and communication facilliii^. 
linking up producers of plantation crops!, 
with port towns and through them to larger ■ 
markets. Within this general pattern'qf 
developmeni, proportionately more deweiof^;; 
ment of transport and communication ! 
facilities occurred in the plantation xreaiL.: 
with the active co-operation and investnwni 
from the planters themselves.'* 

Favourabke Prices 

Another important positive factor which 
played a crucial rote in the initial phase 
the industry was the favourable prices. Tire, 
invention of pneumatic tyres and thq' 
emergence of internal combustion engines ‘ 


Table t: Labour Recruiting Position w 
South India during 1896 

flp peneittu^ • 


Region 

Local Labour Labour 


Labour* impor- impor- 


i«i ted 


from from 


British Mysore 


India 


Wynadu 

20 

54i 

26 

Nitgiris 

17.5 

44.3 

38. 

Madurai 

86 

14 

— 

Tirunelveli 

80 

20 


Coorg 

20 

53 

27 

Mysore 


62.3 

— 

Travancore 

20 

60 

20 

Cochin 

4 

% 

— 


Note: * Labour from adjacent areas surrouii.... 
ding planiations.. 

Source; ‘South Indian Plamerv’ Inquiry Com-’ 
minee Report', 1896, cited in Ptreiva) . 
'Griffiths, The History of Indian Tea 
Industry, London, 1967. p 400. 



Act, 1934TheagKcmattii«ilHiRretiteiHW Kwenmwnt <rf India with mikmMe'tO'the 
tai 1943 before finally temlnatitig in 1944' loduKry an the foilowliig: 

(a) % enhance production Ibr meeting 


l» the end of the 19ih century led to suhttan* 
tui Increase in the demand for rubber whidi 
was till then obtained from the Bra^llan 
Jungles. The world production of rubber in 
1900 was idrout 45,000 tonnes against an 
estimated consumption of 52,500 tonnes. 
This increased demand result^ in an all- 
time record price of $ 2,267 per tonne of rub¬ 
ber fat the New \brk market. However, 
during tim course of the Hrst world war due 
to restriction of export to Germany and 
other countries, the NR price took a sharp 
' plunge in the early 1920f. For instance, the 
price (RSSI, London Spot) declined from 
256 cents/kg in January to 87 cents/kg in 
, |>Kember 1920. The annual average prices 
' for 1921 and 1922 wen only 77 cemsAg and 
73 cents/kg respectively. But voluntary 
restriction of production'^ resulted in 
locieaBed prices and in 1925 the average an¬ 
nual price was 251 cents/kg (FOB). During 
' this period the area under small holdings in 
India expanded considerably and the 
increase was about 200 per cent btiween 
1925-28 while the increase in area undo- the 
estates was only 30 per cent. Export of 
robber from India was increasing till 1929 
' and thercaBer declined owing to slump in 
prices on the background of the depression 
of 1929. 

Rubber prices reacting sensitively to 
changed demand conditions, nosedived from 
82 cents/kg in 1929 to the rock bottom level 
' of 20 cents/kg in 1932. In order to cushion 
the adverse effects of the price slump, the, 
-.major producing countries entered into an 
agreement (The International Rubber 
Regulation Agreement 1934) which was en¬ 
forced from 1934. The agreement effectively 
cowed over 93 per cent of the international 
area under rubber. Under the agreement, 
fRport quotas were allotted to each produc¬ 
ing country supplemented by restrictions on 
pluting and replanting. Local committees 
wen formed in each country to enforce the 
regulations of the agreement. In India, the 
liidlan Rubber Licencing Committee was 
csttfilisbed in 1934 with its head-quarters at 
Kottsyam under the Indian Rubber Control 

Tabu 2: Expokt of Rubber from India 


DURING 1922-1933 
fQiunlity converted Into MT) 


Vkar 

Quantity 

1922 

4979 

1923 

3861 

1924 

4372 

1923 

6401 

1926 

6604 

1927 

7112 

1928 

7316 

1929 

8027 

1930 

6909 

1931 

3487 

1932 

Ills 

1933 

1422 


SewtK K E Knorr, Wbrld Hubber and Its 
Mipdatlon, Stanford Univnxhy Press, 
Stanford, California, 1945, p 248. 


during the second world war. 

The Internationa Rubber Regulation 
Agreement was successfol in stabilising the 
prices at remunerative levels and the prices 
rose to 50 cents/kg in 1934 from 27 coits/kg 
a year earlier. The result of the agreement 
was in sharp contrait to the previous 
experience of voluntary restrictira when 
prices were relatively unstable. 

During the second world war Malaya and 
other south-east Asian countries were con¬ 
quered by Japan which left India and Ceylon 
as the main sources of su{q>ly of NR to the 
allied nations. It was a turning point In the 
history of the Indian rubber plantation 
industry. A rubber produmion board for 
increasing production of rubber was set up 
by the issue of the Rubber Control and Pro¬ 
duction Order (1942) under the Defence of 
India Rules gnd rubber was brought under 
price control. This marks the beginning of 
governmental price regulation for rubber 
and a government purchasing organisation 
was simultaneously set up. 

During the war, the Indian rubber plan¬ 
tation and ruUiCT goods manufseturing 
industries had undergone a thorough 
change. Domestic consumption of NR was 
increasing at a faster pace and, therefore, 
price regulation had to be contfoued as an 
essential inducemem to the production drive. 
After the viar, the govenunent passed the 
Rubber Production and Marketing Act 
(1947) for the continued application of 
regulatory measures. Tlds act was amended 
in 1954 and the name was changed to the 
Rubber Act. 

From the foregoing analyBis of the various 
factors which played a positive role in the 
development of the ruWra plantation 
industry in India, it becomes oMous that 
the price factor assumm ribdively more 
significance since the industry was exposed 
to the world NR market till the 1940s. On 
various occasions, the prices were protected 
from falling briow remunerative levels 
which, to a large extent, played a pivotal role 
in maintaining the tempo of growth of the 
industry. 

II 

Government Policy and Dynamic 
Growth of IriduBtry 

As outlined in the preceding sections, the 
development of the rubber plantation 
indust^ in India was made possiUe by the 
interaction of various socio-economic fac- 
tms rince its inception. But its subsequent 
dynamic growth since independence was 
propdledby a host of other factors; mainly 
in the form of incentives provided by the 
govenunentattlielevelsofeultivation,pro- 
ducthm and marketing of rubber which were 
activdy su^riaioanted by a growing iatamal 
demand which outstrip}^ the internal pro¬ 
duction as early as 19^1* Since indepen- 
denee the two main eonsidetatimtf rtf tire 


the growing internal demand by increaring 
the productivity in existing areas and exten- 
uon of cultivation to new areas, 

Cb) lb ensure a remunerative [Mice at an 
incentive to the gfowen so as to achieve the 
gcNti of self-suf^ency in production. 

The following sections attempt to oamine 
varioos measures introduced by the govern¬ 
ment to achieve the objectives at different 
phases of the growth of ihe industry. 

At this juncture^ it » necessary to men¬ 
tion tfaht various policies of the government 
of India peruining to rubber planution 
industry are implemented through the Rub¬ 
ber Board which was constituted under the 
Rubber (Production and Marketing) Act, 
1947. This act was subjected to amendments 
in 1954, 1960 and later in 19U to suit the 
changing requirements of the industry. The 
Rubber Board functions under the ministry 
of commerce, govenunent of India. The 
Rubber Research Institute of India' (RRll) 
attached to the Rubber Board was esta¬ 
blished in 1955 to imdertake scientific 
research on the various aspects relating to 
the industry and for giving technical advice 
to the growers with ^ main objective of at¬ 
taining the desired goals. 

One of the thrutt areas of action after in¬ 
dependence was the enhancing of produc¬ 
tion and productivity by evolviiig high 
yielding varieties (HYV) of planting 
materials and populatiting foe scientific ap¬ 
plication of fertilisers and fongicides. Four¬ 
teen dlffietent types of piantinif materials 
have been so far developed at the RRII 
though only one variety is brought under the 
Class I group.” The advantages of planting 
the HYV suited to different regions ate pro¬ 
pagated by the Rubber Board through its 
network of extension oftieet numbing 
around 154 spread over the ruMrer ipowiag 
regions of the country in addition to six 
regional eqperimental stations. Moreover, the 
boud maintains 23 nurseries in important 
areas, su;^dying HYV planting materials. 
Along with these promotional efforts, the 
finait^ incentives in tire form of te^n- 
ting subsidy introduced since 1957 have 
resulted in a substantial increase in the area 
under HYV idanting materials both in the 
Small holdings sector and in the estate sector. 
Thble 3 illustrateif the point. 

Thble 3 stows Wt there was a steady 
increase in area under HYV pianting 
materials and in 1985-86 iU share was 88.55 
per cent in foe small holding sector and 
99.24 per cen|f in the estate sector respec¬ 
tively. Another important line of action was 
the advisory service on the proper applica¬ 
tion of fenilitert and foagiehiet. Not only 
suftirient progress was made in evidving 
suitabie mefod^of qipUcation ofibrtiliecrt 
and'-41iagicides, the- Rubbers BaaM .has 
iornnlu^ various schenfes ^ financial 
assistance to popularise the sdemifle-wp- 
plication of foe same.* As a result of the 
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9t Wknnkj tkMjtOMtMt 
ichwBWi the nte hat gone up ahd 
today tha mrege yield nte of the tndvikry 
if pM tnly to Maieyiia. Ihble 4 shows the 
tiqitiB in the avenge yield rates of the Indian 
n^ber planution industry. 

One of the important factors which is 
instrumctital in nUsing the yMd nte is the 
Replanting Subsidy Scheme introduced in 
19S7. One of the main characteristics of the 
scheme was duit along with financial 
assistance^ concrete steps were taken to 
leplam the existing areas with HYV plan¬ 
ting materlaU. During the period bmween 
19S7 to March 1987, more than Rs H9 crore 
have been disbursed as subsidy for replan¬ 
ting a total area of 53,605 ha and granting 
'34,8£2 permiu. It is interesting to note that 
the emphasis was on smaU growers whose 
respective shares are 69 per cem in the total 
amount disbursed and S5 per cem in the area 
coveted and 95 per cent of the permits 
granted. Moreover, additioiral assistance 
granted to small holdm in respect of fer¬ 
tilisers. planting materials and soil conser¬ 
vation amount^ to more than Rs 2 crore 
as on March 1987. The details mentioned 
above are suggestive of the government’s 
policy directed towards raising productivity 
in the traditional areas as one of the means 
to achieve the goal of self-sufiicicncy in 
production. 

Another important strategy adopted by 
the government for increasing production 
was extension of cultivation m traditional 
as well as in non-traditional areas, in this 
process, the concerned state governments 
have also taken an active inteiest by 
establishing rubber plantations under pidilic 
sector corporations. R>r instance in 1962 the 
plantation corporation of Kerala was 
established which took over the departmen¬ 
tal plantations already set up by tlw govem- 
mmt.'_SiA^uenUy, forest deputments 
of Thc~g6wnments oT Ihmil Nadu and 
Karnataka started idanting rubbor on a large 
scale Since 1963 trial and commercial {dan- 
ting have been undertaken in the north¬ 
eastern belt of the country under the 
initiative of the government and con¬ 
sequently commercial-scale plantations were 
established by the iniblic sector corporations 
of Assam and THpura. In Meghalaya and 
Mizoram the state soil conservation de|>art- 
roents and in Maniinir the forest de(>artmem 
are undertaking rubber plantations. Ihbie 5 
shows the area under (Mibiic sector corpora¬ 
tions in difibrent states. 

In the north-eastern bdt more than 70 per 
cent of die total area under rubber belongs 
todMpid)iiciectoroorpomtions.Oflatein- 
dlvUiud anliepicaeun an also coming to¬ 
ward to plant rubber in these areas. Efforts 
an being made to start lane-scale commer- 
cW pleiiring of rubber in the slates of 
Mad^ Piiidesh, Andhn Pnderii and 
Orina. 

In 1979, a cd m pn h snsive credit linked 
siMdlyasiiaBn known as Ttof Pianling Su^ 
d4^Se|waiK(197^ ww intioduced witb to 

* * i 


obiiSbdvc of incnaiing production toough 
extensive culdvadon. Tlw nheme was ap- 
plktote only to iinsdl growers udth a captial 
subsidy of Rs 5,000 for an area up to 20.23 
ha. Tlw popularity of the scheme was evi¬ 
dent from the fact that imainst a modest 
physiem target of 4^10 permits were 
issued by the rubber board for an area of 
6,992.09 ha. However, this scheme was suc- 
oeeito by an integrated scheme entitled Rub¬ 
ber Iwtation Devctofxnmt Scheme; Phase I 
(1980-84), where new planting and replan¬ 
ting subddy schemes were meigcd and were 
given equal importance. 

The new scheme was applicable to both 
small and large growers with varying scales 
of assistance. A cash subsidy of Rs 5,000 per 
hectare to small growers and Rs 3,000 per 
hectare to targe growas are granted for 
undertaking new (>lanting or replanting of 
rubber. Ihble 6 summarises the progreM and 
achievements of the scheme. 

During tht five-ynr period of its opem- 
tion, the scheme could achieve iu physical 
targets and it is continued in Phase II 
(1985-89). But in the niase 11 scheme 
debility for subsidy in the traditional areas 
is limited to growers having an area up to 
5 ha whereas all categories of growers arc 
eligible in to non-traditional areas. 

HistoricaUy, in Kerala another important 
factor wluch helped the extension of rubber 
cultivation was the land reforms introduc¬ 
ed in the sute since 1956. An important 
characteristic of the land reforms was that 
all the [riantation cro|>s were exempted from 
land c^ing while maximum limits to in- 
(Uvidual holdings for other cro|» were in¬ 
troduced. One of the immediate conse¬ 
quences of this legislation was that many 
agriculturists shifted to rubber cultivation 
wherever the land and agro-climatic condi¬ 
tions were congenial, to escajw firom the land 
ceiling. 

The initiative of the government was not 
confined to rubber cultivation and produc¬ 
tion, but active encouragement was given for 
moton scientific procesung of raw robber 
by establishing group processing centres in 
the co-operative sector and under the public 
' sector ({(Hporations. At present, there are* 
seven such group processing factories in the 
co-operative sector and five factories under 
the public sector. The factories in the co¬ 


operative sector are esublishcd with the ac¬ 
tive involvement of the rubber board wifii 
the main objective of processing raw niblto. 
< into {iranium materials which will enable 
small grower to realise a higher income ^ 
bis produce. A few more such processing 
centres are under the active consideraiioa 
the rubber board. 

The dijectives of the positive policies 


followed by the 

government since in- 

Taue 4: Trends in Yield Rates 

rauM 195S-S6 to 1983-86 

Var 

Average Yield 
Per Hectare 
(Yield in Kg) 

1935-56 

33) 

1%0-61 

363 

1963-66 

448 

1970-71 

653 

1973-76 

772 

1980-81 

788 

1983-86 

898 

- .. ■ ' ' Mil- III 

Sourer . Same as Table 3, pp 8-9. 

Tame 5: Arts i ndcr Puaiic Sector 


CoaroRATioNs in Dn-rtafeNi States 
AS ON Mar< m 1987 


State Area under 

Rubber 
Cultivation 
(in Hectare^ 


Kerala 

12144 

Ikmil Nadu 

4598 

Karnataka 

4633 

Tnpura 

6610 

Assam 

1900 

Meghalaya 

1600 

Mizoram 

530 

Nagaland 

330 

Mompur 

475 

Arunachai Pradesh 

30 

Orissa 

44 

Goa 

348 

Moharashira 

80 

Andaman and Nicobai 


Islands 

844 

Andhra Pradesh 

20 

Grand Total 

34606 


Source: Statistics and Planning Division, 
Rubber Board, Kortayam 


Table 3: Trends in Su tor wise Area under Od krcnt Pi ANriNc. Maferiai s 

(1935 TO 1985-86) 

(Area m hectam) 


tor/Sector 

Small Holding Sector 

Estate Sector 

Grand Total 


HYV 

Ordinary 

Total* 

HYV 

Ordinary 

l&tal 

HYV 

Ordinary 

Total 

1953-36 

2611 

33607 

36288 

14874 

32705 

47579 

17555 

66312 

83867 

196041 

22743 

S3632 

7637S 

23811 

29719 

53530 

46354 

83331 

12^ 

1965-66 

43929 

57936 

101865 

38679 

24169 

62848 

82608 

82103 

164713 

1970-71 

75617 

60808 

136425 

54672 

12001 

66673 

130289 

72809 

2030» 

1975-76 

101024 

57758 

158782 

63435 

2211 

65646 

164459 

39969 

224428 

19W41 

166513 

42650 

209163 

68110 

784 

68894 

234623 

43434 

278057 

1985-86 

262745 

33»i 

296726 

72072 

SSO 

72622 

334817 

34331 

369348 


Nou: * Includes unclassified ana aita 

Sourer. tmSan Rubber Siailstks. Vol 18, 1987-88, Rubber Board, Kotiayam, p 9 
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dvpeitdence at the ievdi of culdvatioii, pio* 
.dn^on and prooessins would not have 
natarialised to the desired extent, had the 
•ovcmment been neutral at titt price fnmt. 
In bet, a variety of control measuies on rub¬ 
ber price introduced by the government since 
indqtendcnce have played a very crucial role 
in the dynamic growth of the industry. 

The introduction of Rubber Production 
and Marketing Act (1947) empowered the 
.government to notify maximum and 
’adninium prices and price regulation was 
,coinbuied as an essential inducement to the 

* production drive. Prices were revised from 
daee to time in accordance with the increase 

' la cost of inoduction which is estimated on 
the basil of the inquiries into costs 1^ 
government cost accounts department. 
.Though the direct purchase of rubber by the 
government was stopped in 194S, the con¬ 
trol on prices remain^. Since independency 
whenever the growers began pressing for an 

• inciease in the minimum price to meet the 
Hiring production costs, the Ihriff Conunis- 
•km was requested to make a detailed in¬ 
vestigation into the conditions of the in¬ 
dustry. The commission conducted such in- 

, quiries in 19S0. 19S2, 1959 and 1967. Titt 
1968, prices were kept at suitable levels 
through control measuies to cover adequate¬ 
ly the cost of production and a reasonable 
rate of return, lb a large extent, these con¬ 
trol measures reflect the degree of piotec- 
tikm extended to the industry from aternal 
conqietition. 

Howma; the masimmn price was removed 
fat the late 1968 and thereafter the NR prices 
in the 19701 are rharactoised by wide fluc- 
tuadooi. The fluctuations were mainly intra¬ 
year in mtury i y month to month within 
a year. The prices were showing marked 
seasonality till the year 1973-74 and since 
1974*75 there have been wide fluctuations 
on account of importam policy changes with 
respe c t to imports, exports and the amount 
of raw matala] stocks to be held with the 
maaubeturers. In this context, it is 
Interesting to note that the government 
Initiative with regard to NR prices has 
entered a new phase mainly through the 
Involvement of State Hading Corporation 
of India (STC) to stabilise prices at 
remunerative levels. For instancy the STC 


Tasu 6: PaooRESs and Achievements of 
Ruaaea Plantaiion Oeveiopment Scheme 
Phase—1 (1980-1984) 


Ifcftr 

Number 
of Fermits 
Issued 

Are* 

(in be) 

Amount 

Rud 

(Riiniskh) 

1980 

17428 

12074.56 

258.00 

1981 

18805 

13380.00 

586.55 

1982 

18482 

13615.84 

561.75 

1983 

20301 

15027,70 

593.12 

1984 

22695 

16275.72 

642.40 

Ibtal 

97711 

70373.82 

2941.82 


Source: Rubber‘Crowers CompmioH, 1988, 
Rtdiber Board, Kottayam. 


was directed to enter the market during . 
1970-71 and )971-72 to duck the falling 
prices due to accumulation of stocky Later 
in 1973-74 and 1974-75 NR exports were 
undertaken from India partly fay the STC 
and partly by the growers on account of 
reported surplus and blUng prices. Another 
important policy change in the 1970i was 
that since 1975 the NR imports are canalised 
through the STC which were till then left to 
the manubctuiers of rubber goods based on 
the import quotas prescribed by the govern¬ 
ment. In 1976-77 and 1977-78 also, there 
were small-scale expoits due to surpluses. 

The policy of notifying minimum price 
for NR was continued in the early 1980s 
based on the estimated cost of production. 
Importt of NR are canalised through the 
STC based on the estimated gap between 
production and consumption by the Rubber 
Board. However, in 19U there was an un- 
precedoited fall in prices mainly on account 
of untimely imporu and release of NR and 
the consequent accumulation of stocks with 
the dealers and manufacturer y The govern¬ 
ment reacted by directing the STC to enter 
the market and purchase operations were 
continued till the prices reached the pre¬ 
scribed minimum levels. 

Tb summarisy it is relevant to mention 
that the policies followed by the government 
with regard to price and imports were poised 
for a dynamic growth of the industry in 
terms of increased productivity, production 
and expansior of area under the crop. The 
efforu at different levels ary to a targe 
extent, necessitated and supplemented by a 
faster rate of growth of domestic consump¬ 
tion sector resulting in a deficit supply rang¬ 
ing from 15 per cent to 20 per cent One of 
the major consequences of the government 
policies was the structural chuges in the 
industry favouring the growth of dominant 
small holdings sector. The following part of 
this paper analyses the structural chides in 
the size of holdings, geogmphical distribu¬ 
tion of the area under rubber and the owner¬ 
ship pattern. 

Ill 

Structural Qiangea ia Industry 

Even in the early 1950s British interest in 
the industry was conriderable and as on 
Dece mb er l!Ki3 foreign investment in Indian 
rubber plantation industry was estimated to 
be uound Rs 225 lakh.^' The Indian com¬ 
panies and proprietary concerns made an 
early entry into rubber (danting compared 
to tea planting and consequentiy the non- 
Indian control over the nAber plantation 
industry was relatively less than tea at the 
timeof indqiendency Bor iiutanoy the share 
of small hddinga (in the size grovgi of below 
20.23 ha) in the total area under rubber 
cultivatkm was 31.79 per cent in 1949 and 
thisipattern was subsequently diflUsed fbr- 
ther on account of various fhctoiB which will 
be dealt in succeeding sections. 


Among the subsequent dcvdoinaeatiht 
the industry, one of the most striking is the 
preponderance of the small holdings shwe 
the mid-19S0s. Ihble 7 summarises changes 
in the sire-wise distribution of the produc¬ 
ing units and the area from 19SS-S6 to 
1985-86. 

From Ihbie 7, it becomes evident tires for 
the industry as a whole there was a diffb- 
sion in the size of the producing uniu owing 
to a relatively more increase in the number 
of producing units (1064.04 per omt) com¬ 
pel to the inciease in the area under 
cultivation (340.40 per cent) during 1955- 56 
to 1985-86. However, there are sector-wise 
differences as' evidoit frimi a considenble 
decline in the average size of the units in the 
small growers’ sector contrary to a reverse 
trend in the estate sector whidi is marked 
by a process of consolidation. 

Ihble 7 shows that the small holdings as 
a group has considerably strengthened tbeir 
position and apiong ril the size groups it is 
the smallest size group (2 ha and below) 
which has recorded maximum mcreaseintiie 
number of units (1181.89 per cent) and the 
area under cultivation (1087.33 per cent). 
The trends in the esute sector are not 
uniform. Except the two largest size groups 
(400-800 and 800 and above), other groups 
have shown a negative trend both in respM 
of number of unite and the area under 
cultivation. 

In the small holdings sector, the relative 
shares of all die size groups with respect to 
area have increased except that of the 4 to 
20 ha size group. However, in the estate sec¬ 
tor, except in the case of 800 ha and above 
size group, the relative shares of'all other 
groups with respect to area have come down 
over the years. 

Ihble 7 also shows that the growth of 
small holdings sector was more pronounced 
during the period between 1955-56 and 
1960-61 when the increases in the number 
of units and the area were more than 100 per 
cent. One of the possible reasons behind 
such a trend could have been the proposed 
land reforms in the state of Kerala whidi had 
exempted all the planution crops from the 
land ceiling and consequently, many 
agriculturists have shifted to rubber cultiva¬ 
tion from other crops such as coconut and 
arecanut. A relatively remunerative price of 
rubber as vrell as the various incentives given 
Iv the RuMwr Board have accelerated this 
process of shifting. The introduction of 
replanting subsidy in 1957 hat forced many 
unrqdstcred growers to register with the 
Rttiiber Board to as to avail the facility. 
Another important consideration which 
might have influenced the growers to limit 
the size of their holding bdow 16.117 hec¬ 
tares was to escqie from the provisions of 
the Planutiens Labour Act (1951). Later 
increases in this sector can be attributed to 
factors, such as the prevailfaig law of 
inherireiMeinthestateofKerdaaadtiiedif- 
iicrential slri> rates and esemptioHi provided 
under the Agrictthund Income Ihx la Kerala. 
Since I97QS another bnpoitantdeveioiqneBt 
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Table 8: Trends IN StATEwisE Distubution OF Akea UNDER H6loings AND EaiMES FBOM 1961<d2 TO 198S-86 , M«b m Aectere; 








YrMeb Ip in ktndk In «nt 

poder nMm In th« imall hPldiiqt* sector 
wM the l«i|e-scale shifting of mull ten 
yow eis to ndiber cultivttion mniiily in the 
Kotuynm district end marginaiiy in other 
parts of the sute.^ 

The nuior increase in the area under the 
esute sector tocdc place during the period 
between lMO-61 and 196S-<6. One of the 
main facton contribudng to this increase 
was the emergence of pubte sector corpora¬ 
tions whid) started planting rubber on a 
laige scale since 1960 under the initiative of 
the government of India and the concerned 
state tovemments. Oradualiy, these corptMst- 
tions expanded the area under culdvadon 
while some private emnpanies converted 
their large tea esutes into rubber mainly in 
southern Kerala. Subsequently, in the non- 
tmdidonai areas also large areas were 
brought under rubber cultivation by the 
government departments. 

Another important aspect of the struc¬ 
tural change which deserves attention is the 
trends in the geographical disuibudon of 
area under the holdings and the esutes. 
Ihble 8 summarises the trends in the geo¬ 
graphical distribution of area under rubber 
during the last 25 years. It is interesting to 
note that while the rdative share of the three 
traditional rubber growing southern sutes 
has declined only marginally by 3.86 per 
cent, the decline in the individual share of 
Ker^ is comparatively higher (S.83 per 
cent). This change in the relative shares 
indicates that the decline in the relative share 
of Kerala is to a large extent compenuted 
by an expansion of area under rubto in the 
sUtes of Uunil Nadu and Karnauka. The 
share of non-traditional areas has increased 
by 3.86 per cent from 0.12 per cem m 1961-62 
to 3.98 per cent in 1985-86 owing to con- 
sidoable expansion of area in IVipura, 
Meghalaya, Assam and Nagaland. 

Anothn important point emerging from 
Ihble 8 is the trends in the relative shares of 
holdings and esutes between traditional and 
non-traditional areas. During the period bet¬ 
ween 1961-62 and 1985-86 the relative share 
of traditional areas in the total area under 
the holdings has declined only by 1.11 per 
cent whereas thoe was a subsunt^ decline 
in the share of area under the estate sector 
to the tune of 15.47 per cent. One of the 


htiportiAt rsatons for such a treand in the 
esute sector is that a major portion of 
the aua brought under the emp in non- 
traditional areas was in the esuu sector 
(77,67 per cem at on Match 1986). Secondly, 
there was an absdute dadbuin the total area 
under the estate sector in thh sute of Kerala 
since 1970-71 and the extamt of this decline 
till 1985-86 was around 8,833 hectares or 
15J3 per cent. Finally, it it important to note 
that the decline of area under the estate sec¬ 
tor in Kerala is not sufCidentiy compensated 
by the expansion of area under the esute 
sector in the states of Uunil Nadu and 
Karnataka. 

Another irnporum aspect of the ^ruc- 
tural changes is the trench in the ownership 
pattern sinK independence. Though tiie dau 
are avtilable only few the estate seetbr, it is 
worth analyting the trend since almost all 
the producing uniu in the small growers’ 
sector ate proprietary concerns and other 
forms of ownership are nuiligible. Ihble 9' 
shows the trends in the ownership pattern 
in the estate sector from 1952-53 to 1985-86. 

•Udrle 9 is illustrative of the changes in the 
ownership pattern since the efcrly 1950s. 
While the relative shares in area have 
declined in the case of both public limited 
companies and proprietary concerns and 
partnership firms, the respective shares have 
shown a positive trend in the other tvra 
forms of ownershipL The most striking trend 
noted during the period is the considerable 
increase in the area uniier public sector con- 
oeriB and the resultant increase in their share 
since 1962-63. This tempo of expansion of 
area under the public sector concenu was 
sustained with tremendous initiative during 
the 1970s and early 1980s. 

Though it is difficult at this stage to inter¬ 
relate the changes in the ownership pattern 
during the period, the htilowing poinu are 
worth mentioning. Since independence, the 
increase in the area under the esute sector 
is mtinly the outcome of tire initiative of the 
public sector corporations and govonment 
departments. Ownership-wise, the average^ 
si» of the httiding is the highest (842.07 ha)* 
for the esutes under the pitirlic sector con¬ 
cerns. Though the area qnder public limited 
companies hat decreased, it is interesting to 
note that tile avera^ ti» of the hddings has 
gone up over the vears. The area under pro¬ 


prietary concerns and partnership firms has 
also come down during the period. It is 
evident from Tkble 7 that in the estgie 
sector, except in the case of two largest sim 
groups, area under rubber has declined in 
the remaining three size groups, during the 
period under consideration. This decrease 
in area in the esute sector is compensated 
by a more than proportionate incredie in 
area under thcjioldings. 

Even though the main motive forces 
behind the introduction of rubber planUh 
tion uidustry in India woe the British aqihat 
and initiative; the dynamic growth of the 
industry was made possible by a host ot 
positive factors prevailing mainly in the omi- 
stituent parts of the modem slate of Kerala. 
Various polieies followed by the concerned 
authorities during tiw early phases of the 
development of the industry were con¬ 
ducive to the development of the industry; 
especiaily, the piogr^ve nature of policta 
in the native sutes of Havancore and 
Cochin. However, the devdopmem of tte 
industry was neither smooth nor even during 
its evolutioiury period since it had to pass 
through the critii^ ftiiases of the worid wan 
and the great depression of 1929. One of the 
most irnporum incentives foi the expan¬ 
sion of cultivation during the early pluae 
was a remunerative price though the intotey 
was intrinsically intepated to the world 
market. 

irnporum development since the late 
1930s which had a strong bearing on the 
futttie course of evems was the growth of 
an indigenous rubber goods manuGscttwiiv 
sector. The growth of this sdetor has 
thoroughly changed the basic character of 
the industry and by 1948, India hraamf a 
net impo^ of NR. Hie mott imporum 
concern since independence wu to achieve 
self-sufficiency in production by 
productivity and expanding tiw area under 
cultivation to meet the growing domeetic 
consumption lequiiementt of rubber. The 
positive goveramem poUdes detig^ at the 
levels of cultivation, processing and 
marketing resulted in a substantial increase 
in the area, productivity and production in 
spite of the fact that even today, tberels no 
estimated gap of IS-20 per cent between pcD- 
duction and consumption. The ipoet signifi¬ 
cant among the vari^ policies pursued by 


Table 9: Tkenos in PAmuN of Ownebship in Estate Sector (1952-53 to 1985-86) 


VursAhmienlup Public Limited Companies Private Limited Companies Government Department and Proprietary Concerns 

No of Aren Percen- No of Area Pereen- _ Corporationt and ftrtnership Fims 

Esutes 0n ha) tage Units (in ha) uge No of Ares Percra- No of Area Rwcen- 





Share in 
Tbul 
Area 



^re in 
Tbul 
Area 

Units 

(m ha) 

tage 

Share in 
Tbul 
Area 

Units 

(in ha) 

tage 

Share hr 
Total 
Area 

19S^3^ 

149 

3^ 




mum 

n 

32 

007 

314 

16051 

Rfn 

1962-63 

132 


52.81 

19 

1749 

3.08 


BmZI 

5 76 

441 

21792 


1975-76 


26919 


33 

2771 

4.22 

n 

RflTI 

2'l.tO 

441 

22104 


197940 

108 

27325 



3278 

4.81 

29 

■TTin 

27 27 

412 

189SS 

V|TT9 

198546 

82 

^108 

34.57 


2396 

3.30 

40 ‘ 


46.38 

237 

11435 

Kadi 


SMfftt Same as Uible S. 


Wbelay November 26.1988 


MI65 





«M its lirtce poU^ which 
,4piin«d the crower a nautBenrtive prlc& lt> 
jlli^ pfooett of expansion of the area, both 
',tlM central and state governments have 
, jpiajwd an active role by briitging in more 
'ami under the public sector corporations 
and govenunent departments. 

Tte poUdes ftdiowed by the government 
had certain signifleant consequences on the 
• itrUGtiua of the industry in terms of changes 
ftponring the growth of a dominant small 
htdtBngs sector. Hanting of rubber in the 
'MKlitiona] and non-traditional areas by the 
govcnunental agencies has resulted in 
matginal changes in the geographical 
distribution of area under rubber and 
significant changes in the ownership pattern 
in the estate sector. 

Notea 

1 Since independence barring a few years in 
the mid-seventies, there was no stgmticant 
NR exports from India. The deficit supply 
of NR in Inda is estimated to be between 
U^per cem of total consumpti^ During 
l966-t7, the imported quantity of MR was 
45456 On the other hand, the propor¬ 
tionate shares of consumption of leading 
NR producers expressed as a percentage of 
their relative NR production are as follows: 
Malaysia » 4.3 per cent, Indonesia • 6.6 
per cent and Thailand » S.O p« cent. Bor 
details see Rubber StaiisiM Bulletin, 
IRSO, January 1986, London, p 8 and 
Indian Rubber Statistics, Vo! 18, 1987-88, 
Rubber Board, Kouaysm. 

2 As per The Rubber Act, 1947 (amended up 
' toOetdber 23, m2) a ‘small grower’ means 

an owner whose estate does not exceed SO 
acres of area. 

} The relative shares of this sector have gone 
up considerably since I9S0. Details of this 
trend are given in Ikble 7. 

4 The significance of (he present study stems 
. ftom the fict that it attempu to exanune 

tbe link between the government policies 
and tbe structural changes in the industry. 

5 Thrious studies on the political economy of 
undeidevelopment of the developing coun- 
triet whose economies are dominated by 
plantation agriculture suggest that ac¬ 
cumulation of profit was the main motive 
force behind the colonisation of tropical 
areas aid the subsequent introduction of 
ptantation agriculture. 

6 Bor details see V Haridasan 0975). 

? AoeonUng to one estimate, it is pointed out 
that during 1910 Mundakayam alone had 
dxHtt 10,000 acres of area under rubber 
cnhivBtlon. 

a Compared to other plantation crops, the 
ismm in the area under rubber was at a 
fluter pace owing to varkws specific Neuxs. 
Bor d^ls on the trends in the ana under 
dfferam crops see Economic Review, State 
Plaimliig Board, IHvandnim, 1987. 

9 Bor instance see T C Vuihese (1970). 

10 Bor a (fetailed discussion on tlw finors 
behind the differences in inter-regional 
deve to pment of agricuhuie in Kerala before 
w)956 and the impact of land reforms im- 
plemaited in the state, see K N Rg) and 
P K Michael Tharakan 0983). 


11 Ear detsHs see tbe SMbtketfTh^meon 
md Cochin (1949‘SOK THvandnim, 1951, 
p27. 

12 Bor details see The Report of the Planta¬ 
tion Irupdry Commis^n, Part 1 0956) and 
also see History of Land Revenue ^tle- 
meni and aboHtkm of Inttmedday Ihtants 
in Tbmil Nadu (1977/. 

13 It is to be noted that ftxxn the Ikinil districts 
of TKchnopoly Madura, Salem, Unraelveli 
and Ramnad labourers wwe recruited for 
work not only in the plantations of Kerala 
but also to Ceylon and Malaya. 

14 Compand to tea-plantations, the ratio of 
native labour was higher in the case of 
rubber plantation*, ot Kerala from the very 
beginning. 

15 It was in 1930 that the first tyn plant was 
established in tbe country. Thereafter, there 
was a considerable growth In the rubber 
goods manuEseturing industry and since 
1947 the intemai raw rubber production was 
not sufficient to meet the growmg consump¬ 
tion requirements of the domestic manufac¬ 
turing industry. Bor details see Report cf the 
Plantation Inquiry Commission, Bsrt III 
(1956). 

16 The communication and transport facQibes 
were relatively more developed hi Davancore 
and Cochin compared to Malabar. See 
P Ibrahim (1976). Also see Usha Joseph 
(1974). 

17 This voluntary restriction scheme popularly 
known as Stevenson Scheme was in opera¬ 
tion from 1922 to 1928 confined to British 
plantations in Malaya and Ceylon after the 
failure to obtain co-operatiem of Dutch 
plantations in Netherlands East Indies. 

18 In 1948, India had to import around 4,333 
tonnes of NR to meet its internal consump¬ 
tion requirements. 

19 Planting materials developed at the RRII 
are mainly classified into three according 
to tbor merits and demerits and adapt¬ 
ability to conunercia] cultivation. 

20 FOr details sec Rubber Orowers' Compa¬ 
nion, Rubber Board, KOttayam, 1988. 

21 According to a Reserve Bank of India 
estimate, the total investment of sterling 
companies in the rubber plantations in 
India as on December 1953 was Rs 187 

' lakh. The corresponding figure for foreign 
investment in rupee companies was Rs 38 
lakh. Thus tbe total foreign investment was 
Rs 225 lakh. 

22 Umemunerative pikes of tea-kaf compared 
to a relatively stable and remunerative pike 
of ruWer is considered to be the main 
reason for the large-scale shifting. Bw a 
detailed analysis, see Tea Board (1979), p 5. 
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Cbntrdiied Enterpirises in Indian 
Manufacturing 

Overall and Sectoral Shares 


Nagesh Kumar 

This paper attempts to estimate the share of foreign eontroiM enterprises (FCEs) in the large private corporate 
sector at the overall level as well as in individual branches of manufacturing. The existing estimates of economic 
significance of FCEs in the country are reviewed and fresh estimates for the overall industrial sector and for 54 
three-digit manufacturing irulustries are provided. 


1 

Introduction 

EVEN though it is generally admitted that 
foreign controlled enterprises (FCEs) hold 
an imporMnt place in the industrial 
economy of India, there has been a paucity 
of precise estimates of dieir shares, par- 
ticuhu'ly at the disaggregated level. This 
situation has hampered rigorous analyses of 
patterns of their opoation and their impact 
on the economy. This paper makes an 
attempt to estimate shares of FCEs in the 
large private corporate sector at the overall 
level as well as in individual branches of 
manufacturing. 

The plan of this paper is' as follows. 
Section II discusses the issues involved in 
identification of FCEs and adopts a defini¬ 
tion of FCEs for the purposes of the study. 
Section III reviews the existing estimates of 
economic significance of FCEs in the coun¬ 
try and provides fresh estimates for the 
overall industrial sector. Section IV presents 
shares of the FCEs in S4 three-digit manu¬ 
facturing industries. Section V concludes the 
paper. 

II 

Foreign Controlled Enterprises: 

Definition 

Before proceeding to an examination of 
the place of FCEs in the Indian economy 
it is necessary to define them. By FCEs we 
refer to those enterprises in which foreign 
mtities have 'direct’ investment. Direct in¬ 
vestment is distinguished from the other 
form of foieign*investiiient, viz, portfolio in¬ 
vestment, in terms of managerial control. 
Hie inve;tor(s) in the case of direct invest- 
mmt uiilike portfolio investment share 
ownerdiip as well as exercise control over the 
nunagement of the (investee) enterinise; 
Most of the enterprises involving fordgn 
investments are joint stock cranpanles. The 
issue of defining an FCE or FDl, thereforei 
boils down to defining a minimum propw- 
tion of share capital that could be equate 
for eacercising control. Diflieient countrks 
have vary^ cut>ofr points of minimum pro¬ 
portion of equity holdhif for distinguishitig 
FDIs ftonl portii^ip invettmats. These 
raafa betwcMi ten per cent as In the case of 


the US to 50 per cent. These percentages are 
essentially the rules of thunfo because in teal 
life the degree of control depends upon a 
number of factors such' as the pattern of 
distribution of local shares, nature of 
agreements, degree of technological depend¬ 
ence, etc. Hence; niinimum proportion of 
equity necessary for securing control may 
vary from dompany to company. 

In India three sets of defiidtions of forngn 
enterprises ate used. Under the Companies 
Act, 1956, ‘foreign companies' are defined 
as companies which ate incorporated outside 
the country but have a place of business in 
India (often referred to as foreign branches). 
The act also defines a fore^ subsidiary as 
a company in which more than 50 per cent 
of the equity capital is held by a dngle 
foreign company. The second definition is 
the one used by the Reserve Bank of India 
(RBI) for its studies on finances of joint 
stock companies. The bank defines an 
Indian company as a ‘foreign controlled 
rupee company’ (FCRQ if 25 per cent or 
mote of its equity is held abroad by a single 
company and its nominees or 40 per cent is 
held in one country. Finally, for regulatory 
purposes all Indian companies with more 
than 40 per cent direct foreign equity have 
to register themselves under the Foreign 
Exchange Regulation Act, 1973 and are cal¬ 
led FERA companies. The multiplicity of 
the definition has made it difficult to have 
a prwise estimate of the magnitude of 
foreign controlled entetiprise in India. For 
example in 1972-73, leaving aside banking, 
finandal and transport companies and non¬ 
profit organisations, the RBI identified 537 
companies as FCRCs and another 197 as 
foreign branches (RBI, 1975). In the next 
year the number of companies legUtCicd 
under FERA, including bramdies, was 877 
while according to the Department of 
Company Affairs, which follows the Com¬ 
panies Act definition, there were about 500 
foreign companies (branches) and 183 
foreign subsidiaries operatfng in the 
country.' 

A widely held ioint stock company can 
be controlM with a Mock of as little as five 
to t«i per cent equity holding.^ In the 
abspnce of information on pattern of share 
distribution, however, use of such percentage 
may be misleading. The 25 per cent cut-ofi 


point usea oy the RBI seems to be a quite 
reasonable criterion. 

Besides the RBI, the Monopolies and 
Restrictive Thidc Practices Act, 1969 vide 
recent Amendment 1984, treats a company 
to be ‘interconnected' (or controlled) with , 
another company if 25 per cent or more of 
its capital is held by the latter. Furthermore; 
in case of the foreign shareholder two other 
factors reinforce actual control in addition 
to ownership. First, the foreign Shareholder 
is also the technology supplier. The techno- ^ 
logy suppliers generally retain a number of 
privileges and rights with them throuj^' 
restrictive clauses in the technical coUabon- 
tion agreements. The RBI survey (1985) > 
provitfes evidence that roughly 64.8 per cent 
of the total collaborations studied included 
some restrictive clauses. Second, the fneigD 
shareholders have been found to obtain dis¬ 
proportionate powers through, specific 
clauses inserted In the articles or memoran¬ 
da of association such as power to anxdnt 
and remove managing director/chairman/ 
chief executive as long as they have a 
minimum of 10-25 per cent equity 
'haieholding.’ In the light of all these facts 
one is convinced that 25 per cent direct 
equity participation is a reasonably good 
rule oj thumb for defining an FCE. Hence, 
It shall be used to identify FCEs in this study, 

The FCEs in India, therefore, comprise 
two types of business entities: those which 
are incorporated abroad and have a place of 
business in India—popularly tefened to as 
foreign branches (FBs)—and those incor¬ 
porated in India under the Indian Com* 
panies Act but with 25 per cent or more of 
equity capital held abroad popularly called 
foreign conircdled rupee conipanies (FCRCs) 
The former category of FCEs has steadily 
lost its significance. In 1964 about 46 per 
cent of India’s foreign investment liabilities 
were in the form of branches, by 1980 thtt 
proportion had come down to 6.5 per cent. 
This itevelopment hat been an outcome of 
the Foreign Exchange Regulation Act, 197s 
which requited FBs to convert themselves 
into rupee companies. Now, FBs are permit¬ 
ted to operate only in service sectors such 
as banking, transport, communication, etc, 
and their role in manufacturing sector it 
insignificant. 
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Importance of Foreign C<mtrolled 
Enterprises: Overall 
Manuiacturing 

Existing Estimai es 

The absolute volume of FDI by Itself does 
UA reveal the importance of FCEs in the 
seonomy. For this one needs to have an idea 
of their share in relevant macro aggregate 
sadt as assets or sales. A few attempts have 
teen made in the past to estunate the im> 
portance of FCEs in the Indian economy. 
*11w authors 'of these estimates have argued 
that the importance of the foreign capital 
should be judged with respect to the sectors 
'wbete they operate and not in relation to the 
economy as a whole [Bettelheim, 1968, p 58; 
Chandra, 1977]. Hence almost all of them 
have estimated the relative importance of 
FCEs in organised private corporate sector, 
mdrie 1 provides a summary view of these 
estimates. The estimates vary within the 
- aghge of 25 per cent to 50 per cent for dif- 
fsient perioda It is difficult to deduce trends 
from these estimates as they relate to dif- 
,focnt variables such as capital invested, 
paid-up capital, sales and profits and are 
Also with respect to different samples such 
as private corporate sector, organist sector, 
stock exchange quoted companies, etc. 

Bettelheim (1968) and Kidron (1965) 
depended mainly on their judgments for 
arriving at their estimates of the share of 
PCTs in the absence of systematic data 
bases. Kurien (1966) attempted to provide a 
time series of the share of FCEs in private 
corporate sector for the period 1948-1960 
and found it to be increasing from 35.8 per 
cent in 1948 to 40.4 per cent in 1960. 
However, he appears to have divided the net 
worth of foreign compames by total paid- 
up capital of the corporate sector resulting 
in over-estimation. Similarly, Chaudhuri 
(1978) divided paid-up capital of FCEs by 
that of companies quoted at the stock 
cKchangm instead of the entire private cor¬ 
porate secum That probably explained the 
high percentage (42 per cent) which he got. 
Most comprehe^ve estimates for a dme 
series from 1957-58 to 1972-73 were made 
hg Chandra (1977) on the basis of the RBI’s 
company finances studies.* His time ^es 
fr pw ed an increasing trend in the share of 
FCEs in sales in the RBI sample of com¬ 
panies in the private corporate sector from 
26.1 per cent in 1957-58 to 29.8 per cent in 
1972-73. The share of FCEs in profits of 
private corporate sector derived by Chandra 
was much higher than their share in sales 
and cxhibitBd an increasuig trend. In 1972-73 
FCEs enjoyed dmost half of total profiu of 
^vate corporate sector in the RBI sample 

Fresh Estimates of Foreign Shares 

Wfe have attempted to update the estimates 
of foreign shares available in the existing 
gtndlei iq> to 1980-81. Four seu of estimates 
of foreign shares have been provided in 


'IMtie 2 of which three are for ttlidpiiMst^ 
time, i e 1972-73 and 198MI1. Though 
Chandra’s estimates are available for the year 
1972*73 we have recomputed them for the 
sample as in 1980-81 so as to fodlhate 
intertemporal comparisons. Though the 
basic source of data for these computations 
is the same as of Chandra, i«, the RBI com¬ 
pany finances studies, two diffieicncea in the 
coverage make these sets of estimates to be 
mutually incomparable. Fm one; our sample 
had to exclude small pubUc limited com¬ 
pames for which RBI had not published data 
for some years. Secondly, the coverage of 
RBI’s survey on finances of foreign blanches 
(FBs) and foreign controUed rupee com¬ 
panies (FCRCs) for the period 1975-76 to 
1980-81 does not appear to be comparable 
to that in 1972-73. The survey for the period 
up to 1972-73 covered sdect FBs and FCRCs 
which accounted for nearly 90 per cent of 
the paid-up capital of the respective popula¬ 
tions. The recent surveys, however, do not 


bMOetkie' foil ««afo (tr-khg Pb' 

coverage in the case of Fltai tO be 

partkidariiy defleiem as h coveindonly cif^ 
branches in 1980-81. Heme for the set 
of estimates presented in Ibble 2, we et- 
ciuded FBs flom the sampte. It reflem share 
of FCRCs in sales or assets of medium and 
large public and private limited companies 
in 1972-73 and 198041. The second set of 
estimates includes the FBs as covered by the 
RBI surveys. In the third set, we have at¬ 
tempted to correct the raverage of FBs, and 
FCRCs (for the year 1979-8(1) by using adcU- 
tional data ftom the Department of Com¬ 
pany Affairs (DCA). The OCA publbhes 
assets of FBs and (majority owned) foreign 
subsidiaries (FSUs). 1b the asset figures of 
non-banking FBs and FSUs as published by 
OCA, we added the assets of minority 
owned FCRCs projected on the basis of FDI 
in 1979-80 using roi to assets relationship 
in case of FCRCs for the year 1972-73 and 
making adjustments for changes in debl- 


fABir 1: SUMMARY/OF ESTIMA'tlNC, OF FORbKiN SHARE IN INDIAN iNDUEFRIES 


FMiinatCA by 

Reference 

Estimated Share 

Denominator 

Period 

of FCEs in Per Cent 


Bettelheim (1968) 

1953 

50 

Capital invested in big 
industries (organised) 

Kuriei) (1966) 

1948 

35.8 

Private corporate sector 


1960 

40.4 


Kidron (1965) 

1961 

40 

Organised or large scale 
private 


1961 

25 

In modern sector as in 
whole 

Chaudhun (1978) 

1971 

42.2 

PUC of stock exchange 
quoted companies 

Chandra (1977) 

1957-58 

261 

Sales of non-government 

to 

1972-71 

29.8 

large companies (RBI) 
sample 


Tablf 2: Estimates oi Shari or FCEs at OvrRAii Inuosiriai Livei 


Sample and Variable 


Percentage Share of FCEs 
1972-73 1980-81 


FCRCs medium and large (M and L) 
non-government companies: 
a In sales 

2717 

24.08 

b In assets 

27.13 

22.97 

c III profits before tax 

45.72 

34.75 

FCRCs and FBs in M and L 
non-governmem companies and FBs 
a In sales 

33.84 

24.38 

b In assets 

30.85 

23.14 

c In profit before tax 

49.56 

3648 

Corrected coverage of FCRCs and FBs in M and L 
companin and foreign branches 
b. Assets 

30.85 

25.08'’ 

FCRCs m sales of medium and la^ non-government 
Pubik limited companies in metutfacturint sector 

NA 

31.41 


Notes-. * The numerator for this estimate consisted of assets in 1979-80 of non-beokii\|.FBs 
and Foreign Subsidituics (lidcen from Depattmcni of Company Affairs) and Assets of 
minority rcRCa projected fm the stock of FDI in the year on the basis of FDI to FCRC 
assets ratio in 1972-73 (with adjustments for ehange in debt equity proportion over 
the penod and assuming on average a 15 per cent reduction in foreigh equity holdings 
as a result of PER A). 'The denominator is asseu of medium and large non-governmem 
companies and non-banking foreign branches (DCA) in 1979-80. 
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eqwy WM aaff llMr pnipoRiM «r 
entity btU. OivicOiig fatftl fcMVigA 
nolM asMts thus obtainM by the asMti of 
niecUam and laigc^ pidiUc ami private linii^ 
companies and non-banlrinc FBa in 1979^ 
one' gefs the figure of 7SM per cent. The 
fourtii set gives the share of FCRCs in the 
sales of the medium and large public limited 
companies in manufacturing (refer to the 
appendix for mote details on data and 
methodology pertaining to the last set). 

A look at these ahemative estimates indi¬ 
cates that (a) the forrign share in sales or 
assets of huger private corporate sector 
ranged somewhere near 23 per cent in 
1980-81 depending upon the coverage (b) as 
also noted by Chandra (1977), their share in 
proflts is much higher than in either sales 
or assets; (c) whichever sample and variable 
is used, the overtime trend suggestt a decline 
in foreign shares over the period 1972-73 to 
1980-81; and (d) foreign share in manufac¬ 
turing is higher than the overall industrial 
sector, because of higher concentration of 
FCEs in manufacturing. 

The phenomenon of declining foreign 
share over the 1970s as apparent ui the table 
is worth noting, especially in the light of the 
increasing traid observed by Chandra (1977) 
for the preceding period, i e; 19S7-S8 to 
1972-73. Besides the restrictive government 
policy towards foreign collaboration during 
the 1970s, certain nationalisafions such as 
those in ml and coal mining sectors and few 
disinvestments triggered off by the FERA 
might explain the declining foreign shares 
in the period. FCEs da however, continue 
to be a significant and mote profitable seg¬ 
ment of the large private corporate sector 
in India particularly in manufacturing. 

IV 

%areB of FCEs in Individual 
Manufacturing Industries 

The analysis of the previous section show¬ 
ed that FCEs constitute a significant and 
more prosperous segment of the Indian in¬ 
dustry. It should be emphasised, however, 
that MNEs mainly operate in those branches 
of industry where they enjoy competitive 
edge over tte existing or potmtial lotri com¬ 
petitors. Therefore; the industrial distribu¬ 
tion of shares of FCEs wouid be uneven. 
Hence, the estimates of their share in the 
overall organised sector may not reveal their 
true importance. Fbr this one has to analyte 
their importance in individual branches of 
industry. 

There have not been many estimates of 
FCE's share at sectoral level in the Indian 
industry. Kurien (1966) computed shares of 
FCRCs in expom and imports of individual 
sectors at 2-^it level of disaggregation for 
the years 1936 and 1938 revealing a near- 
domination of cstports of tea, tobacco, Jute 
(yams and mannfocture); and imporu of 
mitMtalQiU,chcBSkalsindudingdrugt.eleo- 
tricai goods, madiinery and transport equip¬ 
ment by tckt. Kidion (1963) attemphri to 


Tabu 3; Shabb or Fokaiw CoNraotuo Entupbues in Imihan MANumcruamo, 

1973-76 AND 1980-81 

(Medium and Large Non-Ooverninem Public Limited Companies) 


Code 

Industry 

No of Companies 
Tbtal Foreign 

FCEs’ Share in Sales 
1973-76 198041 
(Percentages) 

310 

Crain and ptdscs mills 

8 

0 

— 


320 

Edible oil mills 

13 

1 

13 41 

18.11 

331 

Sugar milit 

37 

0 

— 


332 

Other processed foods 

31 

9 

'2.84 

80.32 

341 

Cigarettes 

6 

2 

3.14 

78.23 

342 

Tobacco products, a e s 

2 

0 

— 

— 

331-4 

Cotton textiles 

238 

3 

6.78 

3.73 

333 

Jute textiles 

31 

0 

— 


336-8 

Silk and rayon tatiies 

13 

0 

— 

-w. 

339 

Woollen textiles 

9 

0 


* 

360 

Other textile inoducts 

14 

I 

13.68 

19.23 

370 

Breweries and distilleries 

19 

1 

3.96 

3.04 

380 

Leather and products 

3 

1 

98.21 

97.94 

390 

Miscellaneous 

23 

1 

0.39 

0.33 

410 

Iron and steel mills 

1 

0 



420 

Aluminium manufacture 

3 

2 

90.96 

894j3 

430 

Other non-forous metals 

8 

4 

43.46 

36.13 

441 

Motor vehicles 

13 

3 

16.96 

19.43 

442 

Automotive components 

32 

12 

63.99 

«6jn 

443-4 

Other transport equipment 

14 

2 

43.95 

32.21 • 

443 

Electric cables 

IS 

3 

36.43 

32.01 

446 

Dry batteries 

7 

4 

83.11 


447 

ElMric lamps 

7 

3 

62.03 

63.57 

448 

Electrical mBchinay and 
equipment, n e s 

86 

26 

39 03 

33.30 

449 

Machine tools 

12 

3 

38 56 

33.08 

430 

Ibxtile machinery 

13 

2 

9 52 

7.26 

431 

Non-electrical machinery and 
n e s 

126 

32 

44.80 

43.31 

432 

Steel tubes and pipes 

14 

4 

51.89 

51.16 

433 

Steel wire ropes 

13 

2 

37.67 

36.83 

4.54 

Steel forgings 

29 

2 

6.04 

5.03 

433 

Fbundaries and engg workshops 

43 

4 

8.32 

7.34 

436-7 

Metal products, n e « 

40 

12 

74.27 

69.64 

461 

Chemical fertilisers 

13 

3 

46.80 

37.46 

462 

Dyes and dyestuffs 

lU 

3 

30.32 

30.57 

463 

Man-made fibres 

13 

3 

18.60 

17.83 

464 

Plastic raw materials 

12 

5 

71.50 

71.78 

463 

Basic industrial chemicals 

43 

13 

53.43 

33.85 

466 

Medicines and pharmaceuticals 

52 

24 

72.84 

71.07 

467 

Paints and varnishes 

IS 

5 

53.01 

32.13 

468 

Toiletries and other chemicals 

47 

20 

70.73 

72J1 

470 

Safety matches 

1 

1 

100.00 

100.00 

321 

Cement 

IS 

2 

6.37 

3.24 

522 

Asbestos and asbestos products 

4 

2 

46.18 

43.78 

S31-2 

Ceramics and str day products 

19 

1 

3.08 

3.92' 

541 

lyres and tubes 

6 

3 

69 40 

60.13 

342 

Other ruUer products 

14 

2 

12.49 

13.33 

351 

Paper 

23 

1 

3 33' 

3.93 

332 

Pr^ucts of paper and board 

16 

1 

5.33 

6.76 

333 

Wood products and fiimiturc 

IS 

1 

3.13 

3J4 

361 

Glass containers 

6 

I 

19.18 

8.08 

362 

Other glau products 

6 

3 

32.34 

sa78 

380 

Plastic products 

13 

2 

24.31 

18J» 

630 

Industrial and medical gases 

11 

1 

66.92 

63.13 

690 

MisceUancous 

32 

8 

26.99 

32.30 


Manufacturing 

1334 

262 

32.78 

3141 


Noim net indicate not elsewhere specified. 
Sourer. Author's compuiatioM. 
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bstterin, ttieua produiu (othA tteli ei^n icMilM, ttieivttiei Md dntaM<i» 
machinery and machine toob), plastic raw' textile madilnery. tied Ibr^gs. foundailea. 


‘jpBMbine the hnportanoi of FCB^ in dif» 

' tbcnt indttstibs. Komawa; Us eneicbe oouM 
'not yield precise estimates of FCE*! shares 
because of lack of a systematic dau base. 
On the basis of information coUecied from 
n variety of sources on capacities authoris¬ 
ed or instalted, he judged qualitaUvely 
whether the industry was or was going to be 
dominated by FCEs. Kelkar (197?) presented 
shares of FCEs in total sales of public 
Hmiied companies included in RBI sample 
la seven induttries where they were dominant 
fn 1972-73. These sectors were: aluminium, 
.cimnicals, engineering, rubber products. 
Inineral oil and tea plmtations. Lali and 
Mohammad (1^3) computed proportion of 
.dividends remitted abroad in total dividends 
paid by the firms on the basis of finances 
' of metfum and large public limited com- 
paaiet published by RBI. for broad industry 
groups. The proportion of dividends remit¬ 
ted, however, might not necessarily reflect 
the share of FCEs in industry because of (i) 
differing profitability of FCEs and lo^ 
firms, (ii) restriction on foreign equity 
hUding to 40 per cent in India, and Oii) divi¬ 
dend remittances on portfolio investments. 

Foreign Shares in Individual 
Industries 

An attempt was nude to compute shares 
of FCEs in sides in 34 branches of manufac¬ 
turing industry (disaggregated at three-digit 
) level) for a six-year period from 1975-76 to 
1980-81 on the basis of a sample of 1434 
medium and large public limited companies 
in the private sector compiled by the Reserve 
Bank of India (refer to appendix for details 
of methodology and sources). Ihble 3 
presents the estimates of shares of FCEs in 
sales in 34 manufacturing industries for the 
years 1973-76 and 1980-81. IWo limiutions 
of tlwse estimates have to be borne in mind 
wUle analysing ttiem. One; these are based 
on a sampte of U34 medium and large non- 
goveriunent public limited manufacturing 
companies. Ihey may not reveal the true 
market position of FCEs in some industries 
where the public sector, private limited com¬ 
panies or the non-corporate sector firms 
have considerable operations. IWOb the sam¬ 
ple size in ilBI company fmances studies 
Whkh we have used for computations is 
decided at the beginning of the quinquen¬ 
nial series and is kept same for the entire 
series. Hence^ changes in the shares over the 
period 1973-76 to 198B-81 apparent in the 
tiMe me outcomes of the relative rates of 
growth of the selected firms, and do not 
reflect the effect of new entry/divestments. 

The shares presented in the table vary 
widely across the industries almost between 
zero and hundred range: For ease in analysis, 
foreign share will be considered to be low 
in the range of 0 to 33; medium, in the range 
. of 34-66; and high, if it is over 66 per cent. 
If this atoittedly arbitrary clasdflcaiion b 
followed then eleven industries find a place 
in high foreign share category in 1980-81; 
, fliere include processed food prodflcts, 
cigarettes, leather and leather products, 
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matcriab, medicines and pharmaceuticals, 
toilet preparations and other chonical pro¬ 
ducts, and safety matches. However, foreign 
shares in case of leather producu and safety 
matches are misleading situx these industries 
are now reserved for the small-scale sector. 
FCEs which had established themsdves, viz, 
Bata and WIMCO (Swedish Much) tcspec- 
tivriy before the reservation, cmnpete woitly 
with the local small-scale Arms. In the case 
of aluminium, plutic raw materials, and 
medicines and pharmaceuticals also^ the 
FCE’s share is over-estimated because the 
public sector hu significant presence in each 
one of them. 

The fifteen industries where foreign shares 
are in medium range include non-ferrous 
basic metals other than aluminium, trans¬ 
port equipment other than vehicles, electric 
lamps, riectrical machinery and appliances, 
machine tools, other non-electrical machi¬ 
nery. steel tubes and pipes, steel wire ropes, 
fertilisers, basic industrial chemicals, paints 
and varnishes, ubestos cement and asbestos 
cement products, sheet and ipeciaiity glass, 
automobile tyres and .tidies and industrial 
and medical gases. Again these shares may 
be overestimates particularly in the Chse of 
non-ferrous basic metals (other than 
aluminium), machinery (electrical and non¬ 
electrical), and machine toob due to the 
presence of public sector. Among the in¬ 
dustries where the foreign share b less than 
one-third, FC& have significant presence 
(over 10 per cent share) in nine industries, 
viz, edible oils, automobiles, dectric cables, 
dyes and dyestuff, man-made flbies, rubber 
products other than tyres, plastic products, 
and other textile products including ginning 
and pressing. FC^ held marginal (less than 


cement, coamics and structural clay pro¬ 
ducts, pRper, products of paper and bc^, 
wood pr^ucts and glass containers. They 
had absolutdy no representation in the rest 
of the seven industries, viz, grains and pulses 
mills, sugar, tobacco other than cigarettes, 
textil^' jute; silk^rayon and wooUen and iron 
and steel 

It miy be pointed out that even the three- 
digit industry clasdfleation in some in- 
dustriai classes is quite aggregative and does 
not represent the true market position. For 
instance; the electrical and non-electrical 
machinery industries comprise of several 
highly specialised and heterogeneous sub¬ 
branches of equipment. An analysis based 
on a more detail^ classification may thus 
reveal that FCEs are concentrated in some 
of them; for instance, in heavy diesel 
engines, pumps and compressors, dgarettt 
m^ing machinery, rubbw machinery, ball 
bearings, lifts, water treatment plants, in¬ 
dustrial valves, riirarives, etc; within the non¬ 
electrical machinery sector. 

Foreign shares, as presented in the table, 
show a decline over the period 1973-76 to 
1980-81 in most cases. Most significant 
decline b evident in industries such as 
cigarettes, non-ferrous metal manufactures 
(other than aluminium), fertilisers, auto¬ 
mobile tyres and tubes, glass containers, and 
in plastic products. The industries where 
foreign shares have increased are motor 
vehicles, automotive components, transport 
equipment other than vehicles, dry-batteries, 
toiletries and other chemicals, electric bmps, 
rubber products (other than tyres and tubre), 
and paper and paper products. These 
changes, however, do not reflect the 
influence of new investments, nor of 
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!%»iffipdrtanc« of fCEs has iuidiatone 
a coralcierable chante in a numbo^ of in* 
dustries since the early sixties to which 
Kidron's (1963) andysis relates. Kidron had 
(d»crved a tendency oh the government’s 
part to curb the market power of FCEs 
wherever they appeared to exercise ‘un¬ 
challenged control’ by pushing public or 
local private sector firms into competitionl 
Thus, giant public sector firms have entered 
high technology fields such as non-ferrous 
basic metals, fertilisers, heavy organic 
chemicals, petrochemicals, basic drugs, 
heavy elearical and non-electrical machi¬ 
nery. Local private firms have rriade inroads 
into the market shares of FCEs ih.edibie and 
hydrogenated oils, automobile tyres and 
tubes, industrial and medical gases, various 
branches of industrial machinery arid erjuip- 
ment. The trend of erosion of importance 
of FCEs in traditional industries like jute; 
cotton textiles, paper, cement, sugar, etc, 
whiciniad set in the fifties and sixties is more 
or leu complete by now. The FCEs, however, 
continue to hold high shares of markets in 
a number of industries producing consumer 
goods sold under brand names such as pro¬ 
cessed foods, cigarettes, toiletries, leather 
goods. This could be berrause of the brand 
loyalty among the consumers which they en- 
jev- A more detailed analysis of^the deter¬ 
minants of variation in these foreign shares 
across industries is beyond the scope of this 
paper. Wt have elsewhere attempted an 
analysis of determinants of foreign shares 
across 49 of these 54 industries in the 
framework of the new theories of inter¬ 
nationalisation of firms [see Kumar, 1987b, 
1987cl. That analysis suggests that FDI in 
India has concentrated on industries charac¬ 
terised by high degree of product differen¬ 
tiation (advertising), complex technology, 
and those intensive in use of human skills. 
The import substitution programme of the 
Indian government appears to have en¬ 
couraged the erstwhile expmters to the coun¬ 
try to set up local production facilities. 
Therefore, FDI is also found concentrated 
in import competing sectors. 


V 

Concluaion 


This paper examined the place of FCEs 
in Indian industry in terms of their shares 
in industry sales, assett and ptoFits. At the 
outset issues involved in defining an FCE 
were examined to adopt a rteflnition for the 
ttudy. Previous estimates of share of FCEs 
in sides and assets of organised privam cor¬ 
porate sector have ranged between 23 to 30 
per cent depending upon the sam|^ used 
and the reference period. According to our 
computatlcms thdr share in sales or assets 
of orgardaed private corporate sector was 
nearly 23 per oent in 1980-81. Their share 
shows a dedhiing ticndciKy ovct the period 
1^73 to 191^41. The shares of FCEs in 
54 itaavidual Infhisttfin wem also boiaputed. 





JTheyi^ found tolte varying widdy across 
indukries. 


Appendix. 

Data and methodoijOCy 

For computing shares of FCEs we have 
made use of the RBI’s data base on Finances 
of Medium and Large Public Limited Com¬ 
panies 1975/76-1980/81. The original data 
base includes financial statistics in respect 
of each of the non-government, non- 
finandal companies with paid-up capital of 
Rs to million or above and a sample from 
the smaller companies each with a paid-up 
capital of Rs 0.3 million or more; In all it 
covered 1,7.20 companies accounting for 86 
per cent of paid-up capital of ail public 
limited companies in the private sector. Out 
of these 1,720 companies, 1,334 were in the 
manufacturing sector. We confined ourselves 
to these companies for the purpose of the 
present exercise. Each of these companies 
had been assigned a three-digit industry 
classification code on the basis of the 
manufacturing activity accounting for at. 
least one-half of its turnover. In all, there 
were 62 such- industry groups. However, 
some regrouping was found to be necessary 
which yielded 34 industries. In each industry, 
companies with at least 25 per cent foreign 
equity were considered as foreign control¬ 
led for the purposes of computing their 
share in the net sales of all companies 
included in the sample. 

Notes 

[This paper is based on the author’s doctoral 
thesis submitted to the Delhi School of Econo¬ 
mics. The author is grateful to N S Siddhaithan, 
K L Krishna, V R Panchamukhi and Pulin 
Nayak for their advice; comments and sugges¬ 
tions. An earlier version of this paper was 
presented at the IDPAD-IC^R-IIPA Seminar 
on Impact of Multinational Corporations on 
India’s Position in the International Division 
of Laboui; New Oeifai, January 14-16,1988. The 
author alone is responsible for the remaining 
erron and views expressed.] 

1 FERA and the Department of Company 
Affairs lists include companies in services 
sectors like shipping, airline, banking, liaison 
offices, consultancy firms, and non-profit 
organisations which are not included in the 
RBI lUu. 

2 The International Monetary Fund in its 
Balance of Payments Manual in fact 
prescribes a minitnum 10 per cent equity 
holding for treating tne mvesimeni as FDI. 
Also see Cefial Bevien No 14 (1981), p 124. 

3 See Prospectuses of Companies; Chaudhuri 
(1979), and Coyal (1979). 
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From tha Statement of the Chairman Mr N.M. Wagle 


Glmdia 


Better Conditions For Better Results 



It gives me great pleasure this 

r r to present impiroved r^lts 
almost alt areas of the 
Company's operations. The 
decline in profitability witnessed 
over tha last three years has been 
arrested and the future looks 
brighter than it did a year ago. 


During the year, it has been 
heartening to see the continuing 
shift in government policy. After 
years of preoccupation with 
regulatory administration, the 
focus is now on pragmatic 
measures. Liberalisation has 
taken several forms, but there is 
one which I feel has particular 
merit and which I would like to 
commend to the government. I 
am referring to the concept of 
automatic approvals based on 
seif*regulatlon within broad 
guidelines Indicated by the 
government. 


A good example of the use of this 
uprpach is found in the 
Companies (Amendment) Act 
1868, which has, at last, provided 
a solution to the vexed sut^ect of 
managerial remuneration. Rea¬ 
sonable and realistic ceilings 
have been prescribed, reliance is 

K aced on certification by 
dependent third parties and 
approvals are automatic tor 
companies that operate within 
iftipulated parameters. The 
scheme of automatic growth for 
manufacturing capadties wm 
another example which operated 
along similar lines. 


The government could most 
certainly introduce the concept 
of automatic approvals for price 
applications particularly when 
cetiing limits of profitability are 
already stipulated in the Drug 
Policy. 

There are several advantages in a 
system of automatic approvals, 
both for industry and 
government. Apart from tha time 
saved in the approval process, 
industry can function under 
conditions of greater certainty. It 
can plan..betfer for the future, 
take decisions without fear of 
violating some complicated 
regulation and, generally, get on 
with the job of management 
rather than seek legal counsel at 
every step along the way. The 
government, by freeing itself of 
the mundane chores of epetitive 
approvals can get on with the 
more important tasks of 
mobilising industrial resources 
and giving direction to the 
growth of the economy. 

Self-regulated industry which 
enjoys the trust of government 
can work closer ana better as a 
mature partner in the quest for 
the country’s growth. 

The system of automatic 
approval has great potential for 
the pharmaceutical industre. The 
government has burdened itsell 
with the task of approving prices 
of over seventy-five percent of 
pharmaceuticaf formulations 
sold in the country. There is, even 
today, a considerable backlog of 
price applications pending with 
the government Manufacturers 
have been unable to obtain 
neutralisation of their rising costs 
for several years now arid with 
deteriorating profit margins, 
growth of the industry has 
suffered. Delays in obtaining 
price approvals not only damage 
day to day business operations; 
they also act as a major deterrent 
to investment decisions which 
have to be taken without any 
certainty about the return on the 
investment. Sporadic price 
Increases, granted at long inter¬ 


vals of time, also create an 
impression in the minds of the 
public that the increases allowed 
are excessive. It has been shown 
time and again that the price 
index for medicines has grown at 
a far slower rate than for any 
other item of household 
consumption. 

Moving on to Company opera¬ 
tions, the Directors’ Report 
contains a reference to a boycott 
of the Company's products, 
instituted by certain trade 
associations to support their 
demand for higher margins. This 
issue has now oeen resolved and 
normalcy has been restored with 
regard to supplies of such 
products. It is hoped that 
recommendations of tiie Com¬ 
mittee appointed by the gover¬ 
nment to examine trade margins 
will put an end to such disputes in 
future. 

During the current year, on 9th 
September, Mr. J.S. Khambata 
was appointed Vice-Chairman of 
the Board of Directors and he 
now functions as Vice-Chairman 
and Managing Director of your 
Company. On the same day, 
Mr. H. Dhanrsygir was appointed 
Deputy Managing Difector. With 
nineteen years’service wKh the 
Company. Mr. Dhanrajgir is well 
qualified to support our 
Managing Director in guiding 
and supervising the rapidly 
growing operations of the 
Company. 

I conclude by congratulating the 
management of the Company on 
an improved performance and in 
expressing my appreciation of 
the dedication and loyalty of tha 
entire work force. I am sure you 
will wish to associate yourselves 
with my sentiments. 

Not»: Thisdoesnotpuiporttobe 
a mofd of tha procaatt/ngs of 
thaAnnuatOanan/Maaiing. For 
a copy of tha Cha/nnans fuff 
slatamantanatha r^wtandthe 
accounts, ptaaaa appty to tha 
Saerataiy. Ofindia Limltad, Dr. 
Annta Baaant Road, 

Bombay 
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Left Response to Sectional Demands 

DN 


In India today one can see the impact of the idea of equality on 
diff&mit subaltnn sections and even on some who cannot be 
called subaltern. What is required is to relate the notion of 
equality to the speciRc types of inequalities existing, which 
themselves arise from the spedRc production relations and mode 
of production of the society. 


IDEAS become a form only when the 
people accept them as being morally just. 
If, for instance, peasants do not acc^ the 
idea that they, as tillers, actually do have 
a right over the land they till, it will be 
impossible to build a movement for the 
seizure of land. So also, if the downtrod¬ 
den do not themselves reject the idea of 
their inferior status In society, can there 
be any movement for abolishing the caste 
system? The struggle for publishing 
Ambedkar’s Riddles ef Hinduism arous¬ 
ed such passioiu precisely because it was 
a struggle to reject a creed that preached 
and sanctified caste inequality as being the 
necessary order of society. 

In India today, one can see the impact 
of the idea of equality on different 
subaltern sections nnd even on some who 
(like the aspiring regional bouraaolsie) 
cannot be called subaltnn. The dalits de¬ 
mand equal rights in drawing water, enter¬ 
ing templm, wearing clothes, even in 
something as mundane as giving luunes 
to their children. Hie demands for reser¬ 
vation in jobs, professions, legislatures 
and so on also repeesent different variants 
of Uie idea of equalityt Where the caste 
and gender systems prescribe different 
jobs and professions for different social 
categories, those subordinated by these 
di^ons of labour (lower castes, trib^ 
women) are seeki^ equdlty in the 
econoi^c and all other fields, including 
the political field. The womens movemmt 
hat raised the question of equality within 
the family too—an equid chance to be 
bom, an equal chance to sunnve; an equal 
entitlement of food, medical caie^ educa¬ 
tion, an equal right to own land ami other 
productive tesources, eto 

On top of the caste and gender ine- 
qiuUties, modem India hat instituted 
some new inequalities, inequaUties of 
religion, nationality and language. The 
facade of secularlnn cannot Ude the 
discrindnation agjdnst and oppreitfon of 
the religious ^norities, Mkht and 
MusUms In particular. Language puts the 
non-Hindi natibnaUtiet to an inferior 
portion, and of ccNine^ there are dwae na- 
thmaHtlet Ifte the Jharkhandls, Oorkhas 
and OttmutihandU whose eaistaDoe is not 


even recognised. These nationalitiet and 
religious communities are also asking for 
an equal position in the making of India. 

What should be the attitude of the left 
to these varied demands for equality? 
Pirint out that equality is just an illusion? 
point out that demanding equal owner¬ 
ship of productive resources is a bour^is 
concept and will inevitably engender 
bourgeois development? That equality of 
men and women is an illusion and 
sodalinn should be the goal? It is very 
easy to feel intellectually (and even moral¬ 
ly) superior as a marerialist and deny the 
politi^ relevance of the slogan of equali¬ 
ty in the fight against various forms of in¬ 
stitutionalised inequalities and absolutism 
that are historically prior to the inequality 
of the capital-wage labour relatimi. This 
is how the Russian Mensheviks led by 
Plekhanov Had derided the peasant's 
(Narondnik's) demand for equity. Lenin 
had criticised these ‘Marxists', for over¬ 
looking the Narodnik theory's “historical¬ 
ly real and historically legitimate content 
...aa the banner of tte most determined 
struggle against the old, feudal Russia. 
The ideh of equality is the mo'st revolu¬ 


tionary idea in the struggle againsi the dd 
system of absolutism in general, and 
againsi the old system of feudal land, 
lordism in particular!’ 

In India todiqr, there is the tame rafee- 
tion by ’Marxists' of the lower caste or 
women demands for equality. What is re¬ 
quired. however, is to relate the notion d 
equality to the specific types of inequaK- 
lies existing, which themselves arise from 
the specific production relations and 
mode of production of the society. As 
Marx had pointed out, “Right can never 
be higher than the economic structure of 
society and its cultural development con¬ 
dition^ thereby’’. 

The semi-feudal base of caste inequality 
is not difficult to identify. But in this too 
while the land question is readilj' granted 
(though the CPM-led governn^t in 
Bengal has not found it necessary to go 
beyond legisteilng shaiecnvpers to givii« 
them the land) that of equality in access 
to jobs (vdiich at the present suge requires 
inequality in terms of reservation) Is at 
best gnid^r^ly accepted. The distribution 
of land to the tiller is undoubtedly the 
basic slogan in the struggle against the 
rural base of caste, but the destruction of 
the caste system requires an all-round 
attack on the inequalities perpmreted in 
every sphere; fremi the ritual spliere to that 
of daily life. It is the inability to perceive 
the importance of the slogan of equality 
in the struggle against caste that is respon¬ 
sible for a major section of the publidy- 
identifwd communist movement not beiiig 
part of the direct attack on the caste 
system. This inability, in timi, is rdaied 
*o the seemingly materialist approach (but 
a materiidism completely devoid of aiqr 
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4i«iectics) that chatacterises tlie majority 
of 'Marxist' anatysit in the country. 

' Analysing the slogan of equity in the 
prevailing economic relations, it must be 
noted that the problems of the aspiring 
regional bourgeoisies are related to both 
the blocks to capiulist grosvth presented 
fay the existence of pre-capitalist survivals 
and to the domination of the markets and 
state structure by monopolies. These 
iponopolies are not home-grown mono¬ 
polies, but derive their monopoly posi¬ 
tions from their serving as agencies of im- 
jperialist capital. Once again it is the 
.imperialist domination of the economy 
that precludes the possibility of equal ac¬ 
cess to bourgeois growth. But the impUca- 
^Ms of this imperialist-dominated growth 
im far beyond the aspiring regional 
bourgeoisies to all the people of the 
minority nationalities and communities, 
^bfough the medium of language and 
fpli^us discrimination, not to speak of 
.gtpIC'Sponsored massacres, the effects 
^read right through the oppressed na¬ 
tionalities and communities. 

The question ot gender equality is 
somewhat more complex. It is the histo- 
tkally oldest inequality of human society. 
To diminate it requites a change not only 
Ih the mode of pr^uction but also in the 
qature of the family.'The gender-based 
division of labour in the family may be 
attacked in the course of the democratic 
irtovement, but its negation requires the 
negation of commodity production itself, 
whereby the distinction between different 
'kinds of labour could also be eliminated. 
But even if the attack on the gender-based 
division of labour Remains incomplete; yet 
every advapce in this struggle would 
‘strengthen democracy. A more equal par¬ 
ticipation of women and men in all 
splwtes of life would thus provide a wider 
bnc for advance to socialism, lb take up 
only such demands as can be fulfilled in 
the present condition, is the essence of 
reformisnr. Thking up those demands that 
cannot be fulfilled without the negation 
of the present economic and social rela¬ 
tions, will help to build the consciousness 
of the nec^ity of overthrowing the pre¬ 
sent system. 

The task of the left does not end with 
accepting the validity of the slogan of 
equality. Even among the oppressed social 
groups there are considerable differences. 
Equdity means different things to dif- 
(breni classes among the oppressed social 
groups. For instance, for the upper sec¬ 
tions of the Muslims, it is a matter of get¬ 
ting equal access to industry and trade and 
of being established themselves as indus¬ 
trialists or merchants. The left should sup¬ 
port this aspiration. But this problem is 
*a far cry from the plight of vast majority 
of Muslims in Ass^ who live umto the 


threat of bring declared 'foreignm', me 
denied permanent title to the la^ thry 
and thus find that their being Muslim, 
makes them victims of an ex^oitation 
much greater than that experienced by 
other peasants. 1 hose who have the least 
democratic rights are the ones who can be 
exploited the most. Oyercxplottatlon and 
a lack of democracy certainly do coincide. 

What this means is that while taking up 
the demand for these tuuionalities, com¬ 
munities, and SO on for equality as a 
whole, the left must base itself, within 
these groups, on the proUems of the 
peasants and other toilm. They form the 
core of the problem of the oppressed, 
whether low castes, rriigious minorities or 
women. And it is only by basing itself on 
these toiling classes that the left will be 
able to establish leadership in the 
movements of these oppressed sections. 

lb illustrate. Reservation is a ownmon 
demand of all the lower caatea, backward 
plus daht. But the demand for the 
distribution of landlords’ lands is the 
speciHc demand of the agricultural 
labourers and poor peasants among the 
lower castes. A movement centring on the 
question of reservation will be more in the 
interest of the upper section of the lower 
castes. This upper section is interested in 
a manner of bourgeois development for 
itself and can easily be bought off with 
a few concessions. Mricing the distribu¬ 
tion of land the coitral demand will, 
however, enable the most radical possible 
solution of the probtem of caste iiiequaii- 


fy^ The ppmt fa MB » Uriwiy riMP iii< 
equriity wMi the tand quiesrioiii but to 
nudee the land question omtial to teaolvw 
ing the problem of caste inequality. 

SmOar consideiations hold good in dte 
case of women, oppressed ni^onaliries, 
minorities, etc. In eadi case, the Irik must 
base itself on the toilers within these op¬ 
pressed sections. Fsilure to do this 
only strengthen die hands of die reformist 
tendency within these movements. Success 
in making the specific demands of the 
toilers central to the movements for 
equality will strengthen the revolutionary 
tenden^ within these movements and 
hdp link these movements with the future 
advance to socialism. 

Equality is being demanded not only 
with regi^ to various economic and 
sodal matters, but also with regard to 
political power. An equal share of political 
power, is how it has been put by soma 
Reser^ions in the legislatures, ad¬ 
ministration and judiciary can be of some 
benefit in creating an awareness about the 
nature of the state. But it is only as part 
of the movement for a people’s stat; that 
the oppressed ^oups can have a share of 
political power. A people^s state; a state 
of the vast majority, is not going to be 
created by taking over the existing state 
structure, but only by its overthrow and 
rephuxment by a new kind of state. The 
question of an equal share in political 
power then brings die demand for equality 
right into the arena of revolutionary 
politics. 
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Czechoslovakia: A Defeat for 
Reformers? 

A 

Raniiuth Nmyaiuwamy 

The Cxecb JeadeahJp’s studied wdi/Hbreace to the Gorbachev 
initiative is marked by three distinct yet interrelated aspects: a 
historical aspect oi an open refusal to reassess the events that led 
to the Prague Spring, an economic aspect of a continuing slow 
down in Czech economic parformance for which radical economic 
reform is not considered a possible solution and a political aspect 
of most of the lesuOng reformers having been purged from the 
higher and middle echelons of the party. 


THE largely unexpected resignations of the 
Czechoslovidt prime minista, Uibomir 
Strougal. and his counterpart for Slovakia. 
Petr Coluka—both wdlknown refonnets— 
could well signify a blow for hopes for a pro¬ 
gramme of economic reform along Gor¬ 
bachev lines in Czechoslovakia. Bmh of 
them have also been dropped from the pedit- 
buro and the extent that their removal is 
detrimental to the cause of the reformers can 
be gauged from the fact that there is virtually 
no ngure in the present lei^dership with 
openly reformist inclinations who could 
possibly be regarded as their likely suc¬ 
cessors. This pet haps explains why their 
removal has been so widely interpreted as 
a deliberate blow aimed towards reform- 
minded elements lower down the leadenhip 
who have been waiting for several years for 
signs of radical change in the rigid political 
and economic system which re-established 
itself twenty years ago since the days of the 
Prague Spring. 

it is a compelling historical irony that as 
Czechoslovaku commemorates the twentieth 
aiuuversary of the Prague Spring under the 
relativdy more liberal umbrella of the Gor¬ 
bachev initiative, the economic system that 
has crystaliised itself since then continues to 
be a far cry from the radical begiimings of 
the Prague Spring. On the contrary, and if 
recent events are any pointer, the Cz^ ver¬ 
sion of perestroika appears ftom all accounts 
to be a step back, represented by a curious 
public reaffirmation of faith in a model 
which is otherwise being subject to open 
criticism dsewhere in the communist world, 
notably, in the Soviet Union. Chirm and 
Hungary.' 

Indeed, the studini indifference with 
which the Czech leadership has so far treated 
the Gofbadiev initiative stands in sharp con¬ 
trast to Soviet reassessment of the history 
of the reladonship betwen the two coun¬ 
tries. For example, a pro^ent Soviet ad¬ 
vocate of refohns, YUri'ACsimsev, who is 
director of the institute of Histmlcal Ar¬ 
chives in Moscow, recently went on record 
to sute Utot not only the East European 
countries but the Soviet republics as wdl 
sboidd be left ftne to choose their own 


respective paths to development even if this 
might mean the abandoning of socialism for 
capitalism. Referring specifically to 
Czechoslovakia and the unexpectedly harsh 
offldal comments in the Soviet Union on 
the twentieth anniversary of the military in¬ 
tervention in Czechoslovakia which continue 
to maintain that the intervention had been 
justified on the grounds that Ymti- socialist 
forces’ had been active in Czechoslovakia. 
Afanasev said. "One cannot continue to say 
that anti-Soviet elements had become active 
in Czechoslovakia in 1968; one must ex¬ 
amine more closely the elements of crisis 
that appeared in the country at that time. 

1 think we vrould find a lot in common with 
what led to the llwentieth Congress here On 
the otho- hand, one can also cmnpare it with 
what happened in the USSR aflM the April 
plenum of 1985, the plenum that launched 
perestroika. In 1968, healthy forces became 
active in Czechoslovakia, in an effort to 
bring the country out of its crisis. I do not 
want to over-simplify complex processes but 
in my opinion, it was also a matter of a gap 
between the respective development of our 
two countries. 

But this was—all said and done—an 
unoHicial view: official attitudes in not only 
Czechoslovakia but those in the Soviet 
Union, Fcdand and Hungary as well 
reflected for the most part a condemnation 
of many aspects of the Prague Spring and 
most of its leading figures. In Prague itself, 
the reaction predictably centred around the 
role played by the reformist leader, Alex¬ 
ander Dubcek, presumably because atuck- 
ing the Dubcek leadership of yreterday is a 
means of wishing away the similarities bet¬ 
ween the reforms of 1968 in Czechoslovakia 
and the Gorbachev campaign for glasnost 
and perestroika in the Soviet Union today. 
Thus, an article published in the party dai¬ 
ly, Rude Pmvo, oit August 10, blamed 
Dubcek for precipi|tadng the invasion by 
becoming a Sawn of reactionary circles” 
and added that “if he has gone down m 
history, then “it is primarily as a warning^*. 
The prospects of Dbbeek’s rehiddlitation 
were ruled out because “history inexorably 
proves that he has not lived up to his tasks; 


no one will absolve him frbm his rMpots- 
sibility for the failure of the party leader¬ 
ship to acquaint the membership... with the 
real meaning of the changes to be carried 
out”. The daily went on to demand: “How 
can a man who so cynically deceived the par¬ 
ty, his closest comrades, milltotu of citizens 
who believed him and the allies who offered 
a helpirqt hand at the most difficult 
momenu pledge allegiance today to ^ai- 
nost, an open policy?”^ 

Official reactions struck a similar chord 
in the Soviet Union. “In assessment of events 
of recent decades”, wrote Alexander Kbo- 
drashovinaaissueof/zvmdjw, “ithasbeoi 
suggested in this country that vre have 
sometimes missed i^tkal opportunities by 
attaching greater importance to military 
aspecu of countning imperialism. But in 
1968, we made the greatest possible use of 
political means... Unfortunately, by lata 
August, the Soviet Union and the other 
fraternal countries were confronted with the 
emergence of a hostile regime in the 
Czechoslovak Socialist Republic; whBe 
Czechoslovak society faced the imminent 
prospect of a bloody settling of scores widt 
honest Communists... All these factors 
prompted the Soviet leadership and the 
leaderships of the fraternal countries to tahS 
the decision to provide internatioMd 
assistance to the Czech people!'* 

While the refusal to reconsider the events 
of 1968 in the Soviet Union is to some ex¬ 
tent explicable by Soviet appreciation of dU^' 
ficulties being encounter^ by the Czech 
leadership in implementing a radical variant 
of perestroika m Czechoslovakia, the per¬ 
functory manner in which the event was 
dealt with in Poland and Hungary was en¬ 
tirely unexpected. Thus, Jerzy Urban, g 
Polish government spokesman declared ata 
press conference thm Poland had no pard- 
cular cause to reassess its participathm in 
the Soviet-led intervention which was 
"already a historical event” as a result of 
which “the Polish government had nO reasoQ ' 
to deal with the analysis of past events and ’ 
verify previous moves”. In a similar van, the 
Hungarian prime minister, Karoly Groaz, 
defended the intervention by saying that it 
had been prompted by considerations' 
designed to “prevent avil war". %t, Grosz 
added that “What may have been ri^ 
twenty years ago is not sure to be right 
today... people do not think the same 
way”.* 

Despite this persistent refusal to recon¬ 
sider official attitudes in the Soviet UnkMl.t 
and Czechoslovakia towards the events that 
led up to the Prague Spring, the disconcer¬ 
ting similariUes betwea, the Czech refonos 
of 1968 and the present wave of perestroika 
in the Soviet Union, and the siinilar philo¬ 
sophies that underliiied them, are sim|^ too 
strong to be denied: in both cases, for aS- 
ample; reformers were of the oinnion that 
the centralised system of the soviet-type 
arose as a consequence of Stalinist polidw 
pursued in the thirties and forties and not 
as a result of mystical 'Ironclad laws' intrin- 
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‘lOdfetum’ HBftn U alilstorieitf plooen open 
to several possible intapfcu^tions and not 
to a socio-economic system defined Iv the 
cJiistence of certain emlusive 'Wnding 
characteristics' as state omierdiip. centralis¬ 
ed planning and one-party dominance. In 
both cases, there is a strong-conviction that 
the path to socialism does not Ue in the trail 
blazed by Stalin and zealously nurtured until 
Brezhnev, but father ties in the concerted 
pumiit of ctnnmon values suited to modern 
democratic societin. < 

One possible explanation for the Gor¬ 
bachev leadership's rriuctance to revise its 
attitude'towards the Prague Spring is pro¬ 
vided by Zden.ek Mlynar who had not only 
been a personal friend of Mikhail Gor¬ 
bachev at Moscow State University in the flf- 
ties, but had also been a leatttng figure in 
the Prague Spring: “For Moscow, it is 
evidently easier to rehidtilitate Bukharin, 
who has been safely dead for ilfty years, 
than to admit that the ideas that Gorbwhev 


dusirial output was reebrdi^' in electricity 
generation, chemicals,' construction 
materials, food-processing and machine- 
building.’ Not surprisingly, there have been 
reports of consumer dissatisfaction, lack of 
hard currency, the recurring failure of pro¬ 
duction to meet marlwt demands and rising 
social and economic insecurity. 

It was not long before the government 
brought out a document called The Main 
Tasks of the Reconstmcllon of the Economic 
Mechanism in 1988-1990, which attempted 
to set a timetable for the reforms in several 
sectors of the economy. However, instead of 
improving matters, the reform measures have 
unfortunately only added to the confusion 
primarily because “they have come too late; 
are too limited, and have been introduced 
too slowly*'.' The major objective of the 
reform lies in reorganising the industrial 
structure by decentralising economic con¬ 
trols and the entire project is expected to 
become fully operational by 1990 or 1991. 
However, the problem with the blueprint lies 


now calls new thinking were advocated by 
Dubcek's reform communists, who are still 
alive. No one likes to acknowledge precur¬ 
sors who were losers in the pursuit of the 
same cause. Dubcek and his followers were 
equally loathe to speak twenty years ago 
about the fact that many of their ptecepu 
had been articulated by earlier revisionisu 
and even by oecuted opponents of Stalinism. 
That is the way politics is and one should 
not be unduly irritated by it... The Soviet 
leadership is mistaken if it believes that 
stability is derived from the absence of 
changeL Such stability is often really stagna¬ 
tion, under the surface of which conflicts 
multiply and the threat of crisis advances, 
just as was the case in the USSR under 
Brrahnev...Moscow evidently inefbrs main¬ 
taining little islands of Br^nevism in 
Czechoslovakia (and the GDR) to risking a 
move that could get out of control.* 

Slowdown in Economic 
Performance 

The ultimate dfe&at of'rite reformers in 
Czechoslovakia is bcmiui to have serious 
lepuicusaioiu on the economic front, 
especially siiMe the country is known to be 
IndlfScidties, some of which have even been 
ofddaUy acknowledfBd. The 198S plan 
ftdfllmcnt rqion, Ibr oiamid^ conflrms the 
continuation of a slowdown in Caedioslovak 
economic performanca Gross material pro¬ 
duct dtowed from 9.7 pgr cent in 19M to 
3.3 per cent in 19(S. Qfowth of industrial 
output declined fitam 4J pey cent in 1984 
ip 3.4 per cent in 1989. In agriculture the 
gross wdue of output MI by 1.7 per cent fbr 
die first time since 1981.1^ miderial ]mo- 
dnet grew by ani estimatecr 34 per cent in 


in the limited nature of the proposals 
themselves: enterprises ate encouraged to be 
independent and take calculated risks within 
the contours of a system that continues to 
retain the pillars of the centralised system. 
While how this is to be brought about re¬ 
mains uiKlear, the regiiiM has undertaken a 
number of steps to reduce the bureaucracy 
and increase labour mobility. 

The government has for example; already 
reduced the number of ministries from six¬ 
teen to thirteen as well as abolished sixteen 
auxiliary central bodies. In cities like Prague 
and Bratislava, ministries and middle 
maiMgcments have been required to reduce 
the number of employees by 17,000. In con¬ 
trast to the earlier wave of reform which saw 
the introduction of new intermediary 
oigartisadons (VHJs) between thecemre and 
the ministries,’ the current reform initiative 
contemplates an eflective abolition of the 
VHJs, a move which it estimated to involve 
the rdocation of some 5,00,000 officials and 
employees in the lower and middle manage¬ 
ment levels and will almost certainly affect 
the reform process by preventing it from 
moving at a pace which will ensure effec¬ 
tive implementation. Another key element 
of the current reform lies in the restructur¬ 
ing of industry through the establithment of 
new state entCTprises as a consequence of the 
abolition of the VHJs, The idea behind the 
introduction of new enterprises appears to 
reflect a desire to remove monopolies, in¬ 
troduce competition and estifolish a feasi¬ 
ble proportion between the size of an enter¬ 
prise and consumer needs and output.” 

kbt, the curmnt set of reform measures do 
not reflect a coherent imdel of industrial 
reorganisathm. The Misence of clear-cut 


1983 vritkbisOA per cent less than in 1M4. 
The trade defidk wifii sodtfit countries in¬ 
creased by 613 inilBon rodbles and hvd cur¬ 
rant butiiliie^ decreaMd by 24 per cent to 
tM odUon dofibftL Impoiti gnicndly grew 
IlMBir than tettfotig at 9.^pw.4^ Com¬ 




guideSnes coupled with inconsistencies and 
ambbpiiries amtmg the higher levds of 
dedsioiHhakiog is lepo^ to have resulted 
hi hanqteriiig the pace ill the splitting, merg¬ 
ing and estaMishment qf new enterprises.- 
For eaampiq while small'-tcale private activi- 
^^sottgbt tc beeMontiged. tbs;status of 




private firms remains undbar. This is 
true of the extent of market Orientation'Mi 

encoutagemem of compeiitiom Thebalf- 
hearted nature of the proposals may thcnK 
fore be viewed as the result of a compromigB 
between the progressives and the consCK 
vatives within the ptny leadership Whh ^ 
recent 'resignations' of leading reform SMt- 
vocates from the higher echelons of tM. 
leadership the Czech leadership appears.lo 
have decided to proceed with econondc 
reforms at a cautious pac^ all of which stM-‘ 
gest that the projected framework of in^ 
dusirial reform in Czechoslovakia is move 
likely to result in an overall reorganisation 
of the centralised industrial structure and, 
less likely to result in substantive; 
decentralisation. 

This is evident from the limited natureef 
the reform objectives which as we have seen 
earlier are restricted to relocation of ad^ 
ministtative personnel, abolition of inten 
mediary organisations (as the VHJs) and the 
creation of new enterprises, as well as from 
the absence of clear directives concerning dM 
role of market forces. IWo im|dicatiDnf‘.); 
follow from the extent that this is 
nrsity, that the Czech leadcrshl|fs faisisMntev* 
on drawing a parallel between the CttriCQIl(: 
reform and the refomu of 1968 is not bointe ’’ 
out in reality as it is hardly tenable; abd!^' 
secondly, they also in their turn laghIMA fiif-- 
leadership's inability to have appropriated-^ 
the lessons thrown up by earlier reform initi- ' : 
atives in not only Czechoslovakia, but itt <> 
most of the other socialist economic* Of;! 
Eastern Europe where initial successes in . 
reconstituting the industrial structure"; 
towards a market-oriented direction have iii^.'. 
variably proved to be extremely difflcuU to .. 
sustain, even in countries like Hungary and. 
ChiiM which have travelled a good part trf/' 
the way along the market path. 

CONSERVATIVE Climate Ahead? 

From a larger point of view, whM should 
be noted is the slow, hesitant and uncertain' 
progress that economic cefornu have made 
since Milos Jakes came to power. There are'' 
predictably a number of reasotu for this 
state of afftdrs, the most important of wMdi.. 
perhaps is the conflict bMween the pvOK 
gtessive and conservative sections within the. 
leadership While the recent resignations of 
Lubomir Strougal and Fetr Colotka havein- 
deed coniributM to increesing the influence 
of the conservgtive sectiotu, the dtdrioite 
direction and cautious pace in wUw^ 
economic reforms have been progressing so; 
ftir suggest that they can certainly be ; 
pected to move awny ftom a programnw . 

perestroilte along the lines proposed by . 
Gorbachw In the Soviet Unlop 

In rejecting a radical solution to the coon-'., 
try's economic and social difficultte*, fite . 
Czech leadership under JMks will hossever 
be under increasing pressure to prove thai'' 
an adherence to confkDnt <dd problems by 
old methods can stiU ddivet the goods. 
Viewed in these terms, figures at Steougcl 
and Colotka were usefiil to the leadetahip 



^doier iMbJeGtiiig a icformiit iinM< of an 
^tilarwise largely nco-SuUnist regime or in 
miJdng them convenient scapegoats for the 
.Mutes of the economy. On the other hand 
there were also competitors for power since 
they enjoy^ limited support /rom the Cor> 
bachev leadership in Moscow. The former 
prime minister for example, was the only 
member of the present le^ership who con- 
^cnuied the soviet miliury invasion of 
.Caechoslovakia in 1968 and the Gorbachev 
leadership may well have viewed this as a 
potential asset in ensuring popular support. 
In purging its ranks of the reformers, the 
.^eech leadership has evidently decided to 
^dose iu ranks and proceed along a curious 
'mixture of reform measures by taking care 
Ip distance itself from any suggestion that 
to own reforms have anything in common 
. with current reform initiatives in the USSR. 

.V This also explains the sutement by Milos 
4ake^ Czechoslovakia’s party leader, that 
'.'mtftructuring’ and ‘democratisation’ re- 
'iHpM “respect for the specific conditions 
'.to individual countries”. Speaking before the 
> wneieenth party conference hdd in Moscow, 
"he called the conference “bn extraordinarily 
important event” whose lesulu had to be 
Studied in depth but added that these had 
! to be Implied ‘creatively’ according to con¬ 
ditions peculiar to Czechoslovakia. Accor¬ 
ding to Jakes, the Czech leadership was 
imare that the reform process in the other 
'insist countries had resulted in “some 
negative consequences” and “we want to be 
;'yaay of them”. Without specifying the 
nature of these ’negative consequences, the 
.Czech leader went on to insist upon the need 
to ‘muure a consistent implementation of 
■ the party’s leading role”." 

Why? Principally because the political 
. leadership in the qountry has yet to come to 
terms with the consequences of the trau¬ 
matic events of 1968: “The Czech leadmhip 
' is painAilIy aware that its legitinucy will 
always suffer from its association with the 
abolition of the Prague Spring reforms and 
Indications that a reconsideration of the 
. 1968 invasion may soon be forthcoming in 
Moscow are hardly reassuring. Jakes* state- 
. ment that the aims of the current reformist 
' drive were identical to those of 1968 and that 
only the means were different sounded like 
a rather uneasy mixture of concession and 
iccalcitrance.’’'^ 


jection, vadllatton and siippdit; “Thdr 
chance is pidtwb^ some wiv offbut k mi^' 
be hastened by the worsening state of the 
economy, which could become critical in the 
next five years. Stagnation is now beginn¬ 
ing to show in erratic shortages of basic 
commodities. Partly the refmmist talk in 
Moscow and partly as a result of these every¬ 
day problems, people are suiting to rouse 
themselves from the |»otectivc apatlqr of the 
past twenty years.” 

On the basis of the remarks outlined 
above, it is clear that the Czech leadership’s 
studied indifference to the Gorbachev initi¬ 
ative and its palpable rductance to carry 
through a programme of radical economic 
reform is not without foundation. This in¬ 
difference appears to be marked for the 
moment by three distinct yet interreiated 
aspects: a historical aspect marked by an 
open refusal to reassess the events that led 
to the Prague Spring, an economic aspect 
marked by a continuing slowdown in Czech 
economic performance in which radical 
economic reform is not coruidered as a 
possible way out of the impasse and a 
pcditical aspect in which most leading 
reformers have been deliberately purged 
from the higher and middle echelons of the 
party apparatus. 

It is against this background that the re¬ 
cent ’resigiutions’ of Lubomir Strougal and 
Petr Colotka ought to be located. It may be 
recalled here that Milos Jakes became party 
leader less than a year ago by ousting Gustav 
Husak who has now been elevated to the 
presidency. It is reasonable to conclude that 
the extent to which his election had raised 
public hopes towards the direction of subs¬ 
tantive economic reform have today proved 
to be not only unrealistic but largdy un¬ 
founded. In a country which has witnessed 
no significant changes to dther its political 
or economic struaure in the twenty years 
that have elapsed since the Prague Spring, 
these ate indeed disturbing signs. While tte 
need for economic reform is profound, the 
fears of going ahead with a comprehensive 
programme aimed towards restructuring 
economic management evidently appear to 
be stronger. W^e it is legitimate to‘an¬ 
ticipate further changes, the possible diijn:- 
tion in which these are likdy to move in the 
short and medium term, remain as dusive 
as ever. 
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Despite these factors, pressure on the 
Czech leadership to prove its commitment 
to reform by translating that commitment 
, into reality by increasing the range of goods 
and services to the average consumer is 
bound to grow in tlw immediate future. Also; 

. the consequences of what might happen if 
.. the present spate of reform measures fail to 
.. . achieve their objectives must not be dis¬ 
counted. For one thing, it might well pro¬ 
vide grounds, for the progressives to revive 
the reform process, especially since the 
’ Gotbachev campaign for glasiwst and 
perastroika has had an appreciable impact 
' on the popular ima^nation in Eastern 
Europe even if official reactions have fltic- 
hMled and continue^^lhctuate between re- 

.2530 


Notea 

1 Fm an excdlent account of Soviet—and not 
only Soviet—views on perettrotka sec the 
proceedings of the First Jmnt Soviet 
Econmny Roundtable published in Soviet 
Economy, Voi 3, Octobcr-Decembcr, No 4, 
1987, Maryland. 

2 Kevin Devlin, Iferi Afanasev urges ’Exten¬ 
sion of Reforms’. RFE/RL. Voi 13. No 37, 
September 16. 1988 (RAD BR/t84. p 4). 

3 Peter Martin, The 1968 Anidvenary, 
RFE/RL. Voi 13. No 33, September X1988. 
p4. 

4 Alexander Kondnsbov, . *00 the Anti- 
Czechoslovak Campaign far the Vhst*, 


SHADOWS OF A LONG WAR: 
INDIAN INTERVENTION IN . 
SRI LANKA 

by 


Novemtser 1988, 70 p. he. lOA 
Published by 

Pariloali fCamar A R. Manlvasunui.. 

47S, IncKra VIhar 
. BBM Road, DeN 110 009 





REVIEW ARTlCliE 


How the Bourgeoisie Views Pakistan 

S Akbar Zaidi 


FOR anyone who wants to understand how 
the Ihikistani bourgeoisie and dominant 
classes see Pakistan as a country. Shahid 
Javed Burki's book Pakistan: A Nation in 
the Making (Westview/OUP, I9S6) is essen¬ 
tial reading. Funhamore, if one is interested 
in the views of the World Bank (where Burki 
works) on (he economy of Pakistan and on 
the future path this country should take to 
develop, this book is also highly recom¬ 
mended. If, however, one is intmsted'in 
finding out the real dynamics, the real forces, 
and existing reality in Pskisian today, Burki’s 
book is nowhere near the mark and is a 
major let-down. 

The ideological framework of Burki is 
reactionary, to si^ the least, and his political 
position forms an attitude which is highly 
arrogant, callous and disrespectful towards 
the people of Pakistan. He talks of ftikisun 
as a very abstract construct and ignores the 
people of this country. Since Burki belongs 
to, and subscribes to, the dominant Urdu¬ 
speaking Muhajir/Punjabi ruling class point 
of view, his entire andysis uses this Wk- 
ground to discuss issues related to Pakistan 
and ho’ people from 1947 to the present. 

His andysis of Pakistui today starts with 
an attempt to understand the forces, condi¬ 
tions and people who made Pakistan, a 
country (Burki calls it a ‘nation’} which was 
bom in the name of Islam and was to be the 
independent homeland for India’s Muslims. 
He discusses the rote played by the aristo¬ 
cracy ftom the Unit^ Provinces in the 
formation of Mcistan. They desired an 
independent homeland for economic reasons 
as, despite being fairly well-off, they were 
still dominated by the Hindus, espediyiy in 
the services sector. The Muslim Bengalis 
were mostly poor.peasanu who "wanted 
protection from the predatory praoices of 
the Hindu landlords’’ (p 22). The Punjabi 
dite and landlords, who embraced the idea 
of Pikittan mudi later, are said to have done 
so due to "religion, especially in its revivalist 
form” 0> 22). Note that there is little mention 
of the ‘pet^e’ in the making of Mudan 
and, essentially, the author sees Pakistan 
bciiig formed due to the economic needs of 
the niUng elanes among the Muslims of the 
United Provinces and of the Punjab^ with 
the peasantt leading the strugi^e in Bengal. 

These duee Communities’ who are ^d' 
to have "vast difliefeooes of languagi^ culture 
and social and ecosknnkha^gnm!^ 10) 
thus beeami; for the uithm', the founding 
fithsri of PUdstatL As hessgrs "the state of 
pydstan, theicfbn; wu the product of a 
number of (Uffessnt aoMtions apressed 
iiulie uidui^uou4y fay three latte dif¬ 


ferent Muslim communities of British India" 
(p 24). &irki*s analysis of the formation of 
^kistan (pp 9-24) completely lacks an 
evaluation of the role of the Muslims of the 
areas which later became Sind, Baluchistan 
and the North-West Frontier Province 
(NWFP) in independent Pakistan. The 
author quite blauntly ignored this question 
and vK learn nothing about the perception 
of the people of these provinces with regard 
to their future. This is quite clearly a very 
chauvinistic (one should say ‘Pakistani’, 
i e, Muhajir/Punjabi ruling class) view 
which refuses to even acknowledge the role 
of the smaller minority provinces in the for¬ 
mation of Pakistan. 

Ruling Class Chauvinism 

This chauvinism of the ruling class is also 
reflected in the way the author deals with 
the term ‘nation*. To start with, he talks 
about an ‘Indian nation’ (p 9) before parti¬ 
tion where Hindus and Muslims lived in 
peace and in conflict. Immediately follow¬ 
ing this definition, on the very next page, we 
get the concept of a ‘Muslim nation* (p 10), 
a hundred million Muslims living in India, 
in which there were three separate ‘‘com¬ 
munities’’: "one in the northwest (the pro¬ 
vinces of Punjab, Sind and Northwmt Fron¬ 
tier; and the princely sutes of Bahawalpur, 
Kabu and Khairpur; the second in the north¬ 
east <tlie i»ovinces of Bengal and Assam); 
and the third in the nortlHtentral part of 
Briddi India (the United and Coitral' 
Provinces; the provinces of Bihar and 
Orissm Bombi^, the capital dty of Delhi; 
and numerous princely stttes scattered all 
over this part of the country)” (pp 10-11). 
Following independence in 1947, we ue 
treated to both terms, a ‘Muslim nation’ and 
the ‘Pakistani nation’, with the proviso that 
this nation dso bad icommunitics’ within it. 

Burki goes on to stqt that it was "a strong 
element within the indigenous leadership... 
that sought to establish a systm in con¬ 
formity with the dictates of* Quran and 
. Sunnah” (p 45). As any student’of Pakistan’s 
history knows, this is not at all correct, and 
in fact it was the indigenous Muslim leader¬ 
ship which was most tqipoaed to the forma¬ 
tion of Pakistan. The Unionist Party of 
Sandar Shaukat Hayat in tfae Punjab a^eed 
to join Pakistan very late in 1946. In Sind, 
the nationalist G M Syed may have acceded 
to the formation of Pakistan, but from the 
very beginning Imd uphutions and dresuns 
of an independent SM. OhaffarKhan, the 
red-shirt leader from the Northwest Fron¬ 
tier ProvinGe, was given the title ‘Frontier 


Gandhi’ not because he believed in the rustic 
Gandhian philosophy, but because he; along 
with his brother Khan Sahib—both of the 
Khudai Khidmatgaars—were aligned to the 
Indian National Congress and were opposed 
to the new union of ^kistan. Moreover, the 
people of the NWFP under the influence of 
the Khudai Khidmatgaars had successfully, 
boycotted the referendum held in July .1947, 
which was to decide the fate of the Pakhtuns 
in independent India/Pakistan. 

The fact that Burki so ruthlessly discaidt 
the concept of ‘nationality’ where the so- 
called ‘indigenous’ group is concerned is 
reflective of his own class and nsdionality. 
Furthermore; this tteliberate ignorance tries 
to cover up the national crisis predominant 
todi^ which has existed in Pakistan since its 
birth. It was precisely these ‘indigenous 
Pakistanis’ whose needs and wishes were 
overlooked when Pakistan was being created 
forty years ago. 

In his Hrsi chapter, Biirki gives a super¬ 
ficial analysis of how geography and history 
have affected developments within Pakistait 
He seems to subscribe to the ‘geography 
school of thought’ which believes that it is 
the geography of a region which determines 
the birth, existence and growth of nations. 
This, of course, is a fallacy as it is not ■ 
geography which builds societies or nations, ' 
but rather the development of the market 
and of the economy. This does not impfy. 
that geography plays no part in develop- 
moit, but development is only influenced 
by geography and not dominated by it 
(However, one is not at all sure whmher 
Burki is himself actually convinced about 
the role geography plays in nation building: 
on p 25 he says “The geography of this new 
Pakistan helped in the task of nation 
building" and a few pages later, on p 32, that 
“geography did not help the process of 
nation building!’ 

From a very cursory look at the history 
and geography of the ‘indigenous’ areas, 
Burki suddenly jumps to art and literature 
in the region aftte 1947. But here too, he 
takes no notice of the sm^ler nationalities. 
According to hint ‘Viwing to state policy 
‘regional languages’... did not develop (In 
Pakistan] ... [and] ... the situation in 
Pakistan was, and continues to be, totqjUy 
different fr<m thatof India” (p 33). He goes 
on to say that Urdu remained the main 
language of literature, and some 'protest. 
UtoatuRf mainly ftom Puz Ahmad niz and 
Habib iali() in the form of poetry hu 
emerged in Pakistan since 1947. Burki’s 
deliberate oversight of ‘indigenous’, i e; na- 
tioMd, literature in Pakistan prior to 1947 


; aitf (tnce then is unfottivnUe. He disietuds 
:.<MBpieid)r the vibrant ciihunl and political 
‘Stcratutc, musk and an in Bengal whkh 
later influenced the national liberation strug- 
igle for Bangladesh. Burki. it teems, has not 
‘even heard of the Sufl poets of Sind and 
. Punjab, like Shah Abdul tatif, Wvls Shah, 
'Sac^ Sannast, Bulleh Shah, etcv who have 
.gllven inspiration td various rebellious and 
.;|»ogiessive trends and movemenu. In Sind, 

, It k precisely this 'progressive' Sufl culture; 
..jioetry and philosi^y which has ted to the 
Iteiection of traditional Islam and was a 
maior reason why Burki’s ‘indigenous 
Wiatanis’, contrary to what he s^ did not 
-'dasily accept the UP-ite Muslim creation of 
Pakktan. Since he has not heard of even the 
poets, one is not surprised that there 
Ji no mention of the non>Urdu contem- 
ponuy poets like Shaikh Ayaz, Ajmel 
Ipiattsdi and Cul KhanlMaseer. Not only in 
.pities, but also in literature and art, the 
, doihinant Mujhaiir/Puiijabi ideology of the 
tidipg class rejects, or at best ignores, the 
^pniicsl UteratuR^ of the smaller nationalities. 
fot them Pakistani literature can only exist 
in Urdu. 

Political Evoujtion 

Writing about the political process in 
Pakistan since 1947 (pp 37-103), Burki comes 
tq> with statements which are original, but, 

! like a lot of the thiitgs he says, incorrect. 
"The Muhajirs desired a clear separation 
bftween reli^on and the state'* (p 4S) and, 
a^n, “Clares between these two distinct 
ctihuns—the Muhmirs and the indigenous— 
were inevitable. One believed in secularism, 
..liberal politics, laissa-faire economics, the 
Other in the establishment of an Islamic state 
^ a state-managed economy” (p 46). Firstly, 
' he considers the Indigenous* culture to be 
one culture which stands out distinctly in 
contrast to the Muhajir culture. This con- 
. tradicts the little he himself has written on 
these ‘indigenous Pakistanis’. He claims that 
there ate communities in Pakistan such as 
Shidhi, Baluchi. Pakhtun and Punjabi, but 
tlmn says that th^ have one cultura tW is 
indeed qtdte absurd. Sindhis ate as distinct 
from Pakhtuns as they arc from Bengalis 
and Madrasis. There is absolutely no 
similarity of culture between the two except 
that now, in the last few years, they mtQr both 
be able to speak Urdu, ^beit with somedif- 
Acuity. Other than that, their only sunilarity 
is that they live in Pakistan. Even the Baluch 
and Pakhtun etdtures have little in common 
apart from some strands of tribal customs. 
Not even the degree of the development of 
the market or of the economy in the four 
^communities' which comprise nikistan is 
similar. Pupjab is substantially developed 
: along capitalist hna while Baluchistan is still 
sthiiiling frith pre- capitidist traditions. 

Secondly Burki is possiUy the first person 
. to siqr that Muhajirs are secular, since he 
"gives'no reference to back this Ivdicrons 
claim. In fact, as he himself has shown, it 
was the migrant Muslim from the UP anil 


CP who led ^ Mudim independence ti.nig- . 
gle and championed the twb.nalion theory. 
For the Muhidir h.was this enormous fahh 
and belief in Allah and in an Istamk coun¬ 
try that caused him to leave his weahh in the 
UP and come .with barely the clothes on his 
bodfy to Karachi and to other cities in Sind. 
The history of Pakistan since 1947 is sttewn 
with numerous examples of Muhajir Islamic 
fundamentalism and chauvinism. Almost ail 
religious parties in Pdtistan have their base 
in Karachi and have enough street-power to 
be noticed at the Pakistan level. The Jamaat- 
e-Islami, Jamiat-e-Ulema-e-lslaffl, Jamiat- 
e-Ulemi^Pakistan, to name the three most 
active and prominent, have had solid sup¬ 
port amongst the Muhajir settlements in 
Pakistan. In Sind, Baluchistan and the 
NWFP (the ‘indigenous Pakistanis’ of 
Burki), religious fervour of the type Burki 
mentions has always been mute Tliey have 
always supported secular political parties, 
figures and ideology. In Punjab too; in the 
only genuine elections held in Pakistan in 
1971, the Pakistan Peoples Party, a secular 
party espousing some form of socialism, 
overran all opposition. The fundamentalist 
reiigious parties were routed. 

Burki’s extensive chapter on the ’Tiation’s” 
politics attempu to cover the main develop¬ 
ments in the regimes of Mustan's few rul^ 
The section on Ayub Khan could have been 
a good one given the nature of the theme 
(Pakistan’s second constitution, the fall of 
the Muhajirs as a dominant community), 
but the author only describes the devdop- 
ments and fails to go in depth into the reid 
issues. Similarly, the subjection entitled 
‘Ayub Khan’s Attoinistration', has nothing 
at'all to do with ^ub Khan’s ‘administra¬ 
tion’ but dealt with the rise of Bhuttt^ the 
feiluie of the decade of development and the 
rise of Bengali nationalism in East Pytistan. 

In the section on Thfaya Khan, Burki deals 
with the elections of Wl and the bmde-up 
of Pakistan with the liberation of East 
Pakistan. The very controvenial one-unit 
arrangement in Wbst Pakistan it dealt with 
very fleetingly and the author only si^ that 
for the smaller provinces the one-unit 
arrangement was “both an administrative in- 
convenienoe and a political nuisance^ (p 63), 
Is that all? One would think that the move¬ 
ment in Sind was much more profound at 
the closing years of the 1960t saw a tremen¬ 
dous political and national awareness 
amongst the Sindhis, who struggled for 
months and had many of their comrades 
sent to jail for their beliefs. The anti-one- 
unit movement in Sind mobilised nearly all 
the students and a substantial number of 
intdlectiials and members of the petH- 
bourgeoisie It idso gave rise to a pleat deal 
of *pfoiett Httraturef whkh, of eoursa Burki 
is not aware of. 

BHUTTO era 

The section on the Butto era is surpris¬ 
ingly very scanty, consktering the fact that. 
Burki is the only Pakistani scholar who has 


written a Maibr detail^ Work oo' thvh man' 
(Burki 1980). There is little nleotioh of the 
misjor developments in Pakistan under 
Bhutto and important events like the sup¬ 
pression of the Baluch national movement 
in which Pakistan's armed forces were used 
against her own people is completely miss¬ 
ing. The importance of the role of the 
nikbtan army in the Baluch factor cannot 
be overlooked as it was this campaign which 
caused lost pride and' confidence to re- 
emerge in the army, a factor which was to 
have a noticeable effect following the events 
of 1977. 

The formation of the Pakistan National 
Alliance (PNA) is again dealt with in a very 
callous manner and does not do justice to 
a movement which designed the downfall of 
Bhutto and patterned the ev«its which led 
to Zia and his Islamisation campaign. The 
PNA movement is an important event in the 
pttiitics of Pakistan and given the class 
nature of this movement, one could have 
lount a lot about the rule of Bhutto, his 
policies, and about future events in the coun¬ 
try. The movement also shows the role of the 
urban petit-bourgeoisie in the country and 
could have been an illuminating study on the 
psychoiogy of this class and of the way it 
plays its politics. 

For Burki, the Zia regime is almost 
synonymous with Islam. According to him. 
“Zia’s approach -to Pakistan’s political 
development has once )[^ain raised an 
important question: IMu Pakistan created in 
order to set up an Islamic state in the Muslim 
majority areas of British India, or was U the 
consequence of a political movement that 
aimed to set up a country in which the 
Muslims of India could live without fear of 
Hindu domination?” This Important ques¬ 
tion’ has no longer any social roots. No one 
except those who gain power from the 
misuse of Islam repeatedly hound us with 
this nonsense: For the people; especially 
those of the smaller nationalities. Islam is 
at best a persotwl code of life and they see 
little need to complicate things with the 
interference of MuUahs and official Islamic 
spokesmro and ^wlogists in their lives: On^ 
those wRb need to justify their onnession 
and.tynnny use the slogan of Itiam for 
suppoit. After presenting us with numerous 
pages on Zia ul Haq's Islam in which the 
author has rurrated some salient develop¬ 
ments, we find no words of criticism or in 
ftwour of the use of Islam by the govern¬ 
ment. He has not presented his own opinion 
and tiiere is no analysis or evaluation, just 
a description of events and some ramtom 
facts. Given Burki’s overall .idet^gy, it is 
possible that he maiy have a sMt comer for 
thb means of IcgrtiatitingoppraMioB though 
he may not be willing to trade in his Ifoetil 
gafl(for a eomidcte enthuslastio support for 
Islaip. SUenee or tmtiffeieace ontiiU issue 
cannot be justified and is tantamount to 
support. 

A signtiteant devetopment fat the de v en 
yean of Oenetd Zia’s rule as pietidant luu 



1)^ ^tari^tibo tef y 
the MovcAieiit fot .the Renoratton of 
Democncy (MRO) which hu been commit¬ 
ted to four pointi, viz, ousting Zin, hrdding 
f»e fdd (hir (genuine partyhnied) dections. 
giviiy maximum autonomy to Ae provinces, 
and the re-imposition of the 1973 constitu- 
tkm. In the seven yean of the MRD^ the 1983 
Movement for Demooa^ has been the most 
important devdopment with a very pro¬ 
found impact on the political scene of this 
country. Burki has treated the 1983 move¬ 
ment. as he has many other things, rather 
callously and from his .heavily loaded 
ideological (Muhajir/Punjabi ruling class) 
penpective. 

The movement is seen by the author to be 
a failure because it did not spread to all parts 
of the country. It failed “bKause the move¬ 
ment, at a fairly early stagey acquired an 
objective other than the restoration of 
democncy. bi particular, it sougl“ to redress 
the provincial grievances felt deeply by a 
large numbo' of Sindhis against the Puqjabi- 
dominated administntion at Islamabad'* 
(p 83). Firstly, it is incorrect to say that its 
emphasis was anti-Punjab (or nationalist) 
from a fairly early stage It originally was 
indeed pro-democntic and only when 
Putyab failed to join the movnnent, and it 
became much eader for the military to quell 
the ‘tdrellion’ in Sind, did it take on a 
national colour. The suppression aitd brutal 
murder by the Puiqabi-dominated army of 
a defatedms people who were demanding 
only the holding of elections, led the Sindhis 
to continue their fight for their national 
rights. IVuc; the movement was a failure 
because it did not spread to other paru of 
the country, nor did it topple Zia. but it did 
raise Sindhi consciousness to a levd un¬ 
precedented in its history. It was not otdy 
a purely (i t, nationalist) Sindhi struggle in 
the tense that the MRD 83 movement did 
not have; in the mature stages, all classes, 
sudi at the feudals, actively involved in it. 
In fact, it was maiidy a rural petit-bourgeois 
struggle where years of economic (and not 
only natioiul) deprivation resulted in pro¬ 
test, where the demand for an accountable; 
dec^ govermnent, which vrauld ded 
with the problems of the people, became 
orchestrated. Incidentally, u Burki has 
foiled to realise, the 1983 movement in Sind, 
once it devdoped along nationalitt lines was 
a continuation of the anti-one-unit struggle 
of the 1960t in the sanw province; The foct 
that other pfoviaoes foiled to join the 1983 
movement is a very important factor which 
needs thorough analysis if one is to under- 
staiM die natuee of the political devdop- 
mehtt in Fdtistan whidt determine the very 
mtisieace of this country. Those who share 
BurU’s IdeologiGal framework tty to avwd 
diteaadagdie maf issues fodng the country. 
His treatment of the MRO movement, with 
spedpl to the smaller nadonalitles, 

is part of « cpotinuint attempt by the 
hooiieolsti. i(t tnuM the main problems 
.cbhftiMtii^ RaUstan.! 


Indeah'ng ihithZhfs dections’ of 1983. 
Burki makes obvious hit Ignorance even of 
focts that are clear to all observers. He says 
that "the pronounced swing to the right was 
the direct consequence of the remarkable 
comeback of the nual aristocruy to the cen¬ 
tre of Pakistani politics” (p 89, emphasis 
added). This, of course, is rubbish. All the 
MRD parties boycotted the 1983 force which 
came to be known iii history as ‘the non- 
party dections’ and thus amongst the con¬ 
tenders were left mostly members of the 
‘rural aristocracy*. The dections* showed no 
swing of any sort as there was nothing to 
choose from. Burki does, however, correctly 
point out that there was a negative vote 
against the rightist fundamentalist parties 
such as the Jamaat-e-isiami. 

Olarinc Omissiqn 

If one were to look for the most glaring 
omission in Burki’s book (and there are very 
many), the one that stands out is that in 
dealing with the political developments 
under General Zia ul Haq, he has not even 
mentioned Afghanistan. There is little need 
here to comment on the effects of the Soviet 
intervention and subsequent developments 
in Afghanistan on Pakistan in general, and 
on General Zia in particular, for they are 
evident to even a casual observer. Burki can 
at best be referred to the voluminous 
literature produced dl over the world in the 
nine years since. Even World Bank reports 
surely make ample reference to the political 
results of Afghanistan on Pakistan. 

The section entitled ‘External Innuences 
on Pakistan’s Economy’ in the chapter ‘The 


Nation’s Economic Devdopment’ is easiiy^ 
the best section in the book. The author hit:' 
described, explained and analysed devel<|^i 
menu and events within and outside Fldiiputa' 

and their effect on the country’s econonik.^ 
performance; However, here too, But1d,ii.' 
wearing blinkers and, without any knowMgt^^ 
of dialectics, uses a very metai^ical caffk- 
struct when talking about the liberation i^- 
East PUkistan: “By the end of the 1960$, di*. 
situation had reversed itself (and] ii^' 
1969-1970 the tramfer of resources ooctnml^; 
ip net terms, from West to East Pskidanf*v 
(p 126). He goes on, “It is ironic; theiefHiiv 
that the drive for the politied emandimtioR; 
of East Pakisttn gained momentum pmrforiy'^ 
at the time when it needed resources 
the dvstern province” (p 126). . •- 

The author seems to ^nk that ‘poUtleal 
emancipation’ is an dectric switch wbidit^- 
turns on whenever the need arises. Bv»; 
student of politics and economics kflcaili> 
that history is a process and is not baasdoii’ 
a handful of bvents. Thus, the ‘poOtici^ 
emancipation* of the Bengali natioha^; 
began not in 1968, but many yean ago; a^i 
events like the defeat of the Muslim 
in East Pakistan, and the imposition of UidiiJ' 
rather than Bengdi as the offidd langiU^ 
catdys^ the process which already eddM|B3 
Had the flow of resources from W^ to E^< 
Pakistan even increased substantially for 
long time as Burki iru^ like to suggest (att ' 
unlikely possibility given the political 
social matrix in United Pi&istan), the) 
political and nationd consciousnett of Uie 
Bengali nation could not have been diverteii' 
from history. - - > 
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: nq»Ily iotroduced to the ‘Affhiui • 

very late in the book «dwb the 
liithiir correctly poinu out that alter the 
intervention, the '^new geographical 
iiw^^oe once again revived US interest in 
MUhtan** (p 129) and reiulted in Miiitan 
JpMibig the third laigen redpient of US aid. 
•jfL Siw sentences on the Afghan issue are 
hanfiy sufficient even to explain the 
^jjBonomic consequences of the Soviet 
ttl^^tion. One needs to go much further 
In dealing wHh this issue and numerous 
iiapeeu need to be emphasised, especially 
j^bese related to the emergence of heroin 
tibney, the Kalariinikov culture (and its 
tinaiicial consequences), the substantial 
dsndopment and uplift in the NWFP, the 
bffbet of dd money to the refugees from 
Alihanistan, etc. 

i Ihirfci is probably the only observer on 
^hiibtan who says that Pakistan **» one of 
few developing countfies whose future 
liipein to be reasonably optimistiO* (p 129). 
liil even his ctdleagues at the Worid Bank 
Bank 19M], at USAID [USAID 
wNKlI or even the government itself 
{Oowernment of Pakistan 1988] agree 
ilridl ddt view on the economic future of 
jflAMan. Quite naturally, independent 
|ah(Aus [Katdar 1987, Hussain 11^8] and 
^iilbi'tovernment organisations [Pasha et al 
are more critical and more concerned 
alKjatt the economic future of the country, 
^would take a dreamer to be optimistic of 
Ifite Aiture of Pakistan in general, for even 
Iheborngeoisie who actually live in Pakistan 
those like Burki who form their con- 
■espHons with field passes from tUashington) 
timxilisute about thdr own and their coun* 
tatan. Even the very conservative daily 
i gj w ipape r s are concerned about the break* 
country and of the destruction of 
dNflbodal milieu*., 

AcaucutruRAL Transformation 


.'The most interesting section in this 
^nhapier and in the book deals with the agri- 
iMltunl sector which according to Burki 
^^^cqulrcs a profound transformation", 
.parto, Burki says that in order to continue 
jarUi the high growth experienced between 
1977 and 1988, several preconditions must 
be met He names four of these: tramfor* 
bntioa of agricirhure; *% significant increase 
in the domestic saving rate; considergble 
jhquovement in the quality of human 
iwouroes and, oor^uently, a decline ui the 
rWe of human fertility: and ftrrther improve- 
jpents In the dtuatkr^of poverty" (p 130). 

. ^Ihe agricuhunl sector’ section is most 
jnimesting because it is very evident that it 
it Uie World Bank Burki speaking rather 
'Ihaa a Pskistanl economist His whole 
vtulysis, commenu and recommendations 
; tb|eaB to be put of a taetbotft vrritten by 
wbhpats* sitting in Wuhington. He suggests 
':thiit agriculture shouUtalKtheleadinjKO- 
idpeiRg a high rate of economic growth and, 
'iither than become the granary of the 
rllAddle East as an apwt of the Hwn- 



hslcftlnh add dvnrtsp caA ddrer, and . 
' howdhsmacsopeBdcalanda cBn o ni t c stxwc- 
lure desarmhses issuas itte iMintiirition, 
hygicac; education mid even the amdli^ty 
irf dean drinkhig water; leaves hh bourgeois 
moMl concern quite empty of meaningful 
content One is only left wiftt'a sofidtude 
which is so trap^ in its bourgeois 
philoiophy and idedogy that it iscsaentiaDy 
wprtbless fm it fails to touch, and thus, 
change; the eoit of the issue the sodo- 
political system in whidi all this occurs 
(for the context of Pakistan see Zaidi 
[1985, 1986a]. 

Burki agrues that the “sodal and cultural 
obstacles to female education can be over¬ 
come only after husbands and ftohers hwe 
begun to shed their prejudices” (p 132). This, 
of course; is partly trw; but he fdls to men¬ 
tion the rea^oruuy obscurantist and ftm- 
damentalist policies of General Zia id Haq 
in which women are degraded and socially 
abused. Concepu like chador and char- 
diwari, through which a woman is im¬ 
prisoned in her home; not only discourage 
the education of women, but this swt of 
Islam also gives thdr menfolk the onwr- 
tunity to abuse and repress their women even 




that **Pddtl»t has tid tMsnftif «r badl^ 
ing, instind, the h Bddle Bast’s oidMBi^iii- 
vegeiabte gaida* aM its iirmyiaid” (^ 
lb addeve this goal **wditd reqube a pen- 
found change in the cropping pmtern and. 
by impUcatim, in the ei&e so^ ginicittre 
of the rural sector" , (p 139). And again, 
‘^■grkultureis to be prolbiindly traiUifonntd 
from a subsistence to an ei^oit-orientad 
strategy^ ip 136). He dom neit go into 
eqdanatorydetailsabouthowtbis*(niisft»'- 
mati«i'istobeacbieved.Tliemostimpor- 
tam and deliberate Vnersight’in Burki's ad¬ 
vice and appraisal for the fttture of 
Aikistan’s economy is the complete absence 
of any mention of industrialismion and 
industdal ptdiqr. It seems that despite 
Pakistan's past economic record where in¬ 
dustry has fday^ a fonnidaUe role; Burki 
sees no place for this type of growth in the 
future Rather than move towards more 
industry; Pakistan is suiqxMeld to oonooitrale 
on growing fruit for tire Middle Bast. For 
Burki, and the World Bank, it seems that 
the primary commodity, or mono com¬ 
modity, and terms of trade argument does 
not hold. We are back to comparative ad¬ 
vantage And then, Burki says, Pakistan will 
develop. 


PrivatisatioR is also an important World 
Bank strategy in the third worM, especially 
following Reagan and his influence on 
financial institutions in the West and on US 
relations with the rest of the world. In 
negotiating with Pakistan over the last few 
years, both the World Bank and the Inter- 


more It is surprising (or is it?) that Burki 
does not bother to emnment on the slate’s 
role in this oppression of women ud says 
that it is the fathers and brothers who must 
shed their prejudices. However, it is in¬ 
teresting to note that despite these obstacles 
and official policies, economic compulshm 


national Monetary FOnd have insisted on 
this precondition before any loans are agreed 
tob Burki also emphatically supports this ap¬ 
proach and says that it has now become 
necessary in the count ^ Piddsmn tlo shift 
the burden of investment onto the private 
sector, thus reversing die trend established 
in the early i970s” (p 137). AocordiRg to 
him. the large-scale nationalisation of 
schools, colleges, financial institutions and 
industries under Bhutto led to inefliciency 
andinituse; and for this reason time should 
be given back to the (wivate sectu. Even 
health, education and other social services, 
aocoiding to Burki, should be ^dacentialiied’; 
users should be charged a foe fOr their use 
and ‘local communities' should lode after 
these focOides. This way, the state wiD be ab¬ 
solved of iHOvlding iOr banc needs and will 
no longer have any responsibility regarding 
the health or education of its peopht The 
money it saves can convenkndy be used for 
the purchase of more ariru and ammunitkm 
and for the Iwury goods ftir dioae in ppwee. 

n^arding the "Nation's Bodal UevOkip- 
meu”, Btirki uses a mildly bmngedis Ubeiid 
ftwnework iiideacrlMng poverty, ipalttntri- 
Uon, dsease; and the hedth and education 
sectors. He goea on about the benefiu of 
literacy; mother’s education, etc; for health, 
but foils to even mention ftim dl dicse 
foctors are hi tom affocted fay iuSddinl nad 
' na t iond income {Zdd 1988]. His conqilete 


and necessity are forcing women into the 
education and job market. There is little 
luxury of chdee now; and even women from 
fundamentdist fomiHes, if need be; must 
earn a living. It is the economic and sodd 
development of society and the growth of 
the market which dwaiges values and sheds 
prejudices and mere requests to fothers and 
husbands will not make a noticeable dent in 
the femde literacy and education rate in 
Pakistaa. 

East and Wbct Puniab 

Burki is ail praise for the role of the 
Indian Purtjab govmtment in investment in 
inftastnicture there He says that "in the 
Indian Punjab the ddiberate decision 
to commerddlse agricultute resulted hi 
increased government investment in rurd 
infrastructure—that is, in the estabUshment 
of new market towns, village-to-market 
toads, rebrieiitatlon of the railway system, 
village dectHfleatton, and agrfe^urd 
reaearch. What foBoa^ was a profound 
change in the strueture of the agricttituid 
sector” fti 192). Of coarse tlMI ft oac 

would expect Burki and Uw WyrU Bankto. 
view devdopmenu in Indian Pur^Mi; dim- 
pletdy devoid of aiQr social, historic mid 
daas content, flm dev d opment of fadb- 
structure bat ,tdien pfoce hf die tp0iui- 
Punjdr in the diaimar tfoscribel above; 
to qredfie foctbis.dua fldai disR; afo|( 
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ImMpIkmeShm, >%iy briefly, dte main dif- 
fmnce* between the two regtons are at * 
ftiAo^* In Bast Puniab the system of 
shatccronMiU 1**t nore or less eiiminatcd 
by the 1970t while it lemained of con¬ 
siderable importance hi West Pui^^; the 
praportioir of africuitiiral cippi marketed 
in ^ Pimi* hat afanoct twice that fat West 
Puniab; there was mr greater devriomnent 
in the iiae of machfaienr in East Ihmjab; theito 
were more large landtmers in West Punidii 
compaied to the laiier number of rich and 
mid^ peatantt in Uw East and thyit the 
benefiu of govemmem policy have been 
mainly rettrided to a email minority fat West 
Punjab while in the Bast th^ were aimed 
at a broader group: the abrnnee of a large 
iandiord clast in Em Puni^ meant that no 
small group dominated peditics in India as 
was the casein Mtistan; and, most impor¬ 
tantly, a ftet vdiich it consistently merlooked 
by Burki throughout the book it that the 
government in Mclstan has never been ac¬ 
countable or responsive to the needs of the 
people and It has never found the need to 
test its popularity at the poHs. In Imha. this 
is not the case (for a oonmarison of East and 
Wnt Punjab see Hamid [1980]). 

The se^on on Uucation develop¬ 
ment’ is unimpressive and Burk] skims over 
a few of the problems experienced in 
Pakistan. The section on health and develop¬ 
ment is only maiginaUy better and is punc¬ 
tuated wiUi gems Bhe: ‘'The Agha Khan 
Medical Unlvenity in Kaiachi it a private 
university with its own duutei; fat main pur¬ 
pose it to train doctors and nurses for ser¬ 
vice in the country” (p 157, emphasis 
added). One is quite perplexed fey the above 
statement for one usually peroeivea the main 
nde of all medical universities to be that of 
training doctors. Mivbe the cnqihasis here 
should be cm "for service in the country” 
as opposed to othm medical universities 
which produce doctors for service in coun¬ 
tries otho' than Pakistan? Well, Burki has 
a point there for the medical education 
system in Pricistan does produce doctors 
who can ftmetion more effectivdy abroad 
than at home [Zai(& 1986b]. But, of course; 
the Agha Khan Medical Uiriversity increases 
dial distortfam manifold and by subsidising 
theridiathcmie makes their gcring abroad 
after qualiiyiiig even easiar. 

Bor the Bank, this seems to be the 

decade to show special conoera Uw 
population ‘problcin’. Uidilu a somewhat 
lesareactiaBary Md more reaUsrie attitude 
lagarAng tUs ‘praMem’ in the last decade; 
att ain no# tpid thM Malthus has bfsea pro- 
mo rlglit atKl 'tha taason ^hy thin b go 
DMebiniMry; bua|er. mafaiiitritioii, disMse; 
etc; is because tbrn are tod mmy people 
iffawiag too ibw.foode and too Uale food.. 
ThaMoqttitsfbUtonaiisathattliepopHla- 
don ptobkali if a rasiilt c^and ineooiapmie 
cfongailsldn fipr\ uadtfdevdfop^ door 
.sociedas. Aa^-dwriopiiMid^tokito pfame and 


. jaiw--siqariy' .1rMdi^'''lWtocniiott,'' 'fa ’ i ' 
importaM to pdtat but that “dialautritktti 
is thercault ^ die unequal distribution of 
world income and not the insufficient 
aviilabUfay of food. It is dearly a pdberty 
problem a^ not a food problem” [SOkwsky, 
!978,p4). toirki fidls to realise this foct and 
as such his concern about the populatkm 
problem in Pakistan and lib moralbing 
about high tort ility are not of any profound 
signiflcuice. So many soefad and economic 
factors overbp each other concerning the 
population and other such ‘probbmt’, that 
a hcdistic approach b essential even to 
idendfy, leave alone; solve them. Burki, 
throughout hb analysis, lacks this approach. 

Foreign relations 

Before attempting to deal with Ibkutan’s 
future; Burki deals biefly (too brbfly) with 
the “nadonV’ foreign rebtions. In hb opoi- 
ing remarks about Pakistan’s foreign policy 
he states that "with one exception, Pakistan's 
foreign policy has been guided ty a simple 
motive: to preserve its national integrity. 
The only exception occurred during the 
mid-1970s, when Prime Minuter ailflkar Ali 
Bhutto attempted with some success to (day 
a prominent role in third world and north- 
south politics. At that dme. tfee Pakistani 
leadership, by moving into the front rank of 
the non-aligiied movement, sought to lift the 
country above regional politics—even above 
the Muslim pcdidcs of the Middle East” 
(p 179). F^kly, one faib to find the con¬ 
tradiction between ‘national integrity* and 
a desire to improve relations with dbtant 
countries. In fact, having better rebtions 
widi other countries should guarantee 
national integrity. Ffarthermote, eqredally 
with the Middb Best, ^ mtempt to bfilinue 
the Anfo/MusUm biradarl was in fact a 
means to buy Pakistan’s Int^ty’, a move 
which paid off in the later years when the 
economic assistance frtun our Muslim 
cousins provided substantial stability which 
bdped b preserving and improving'national 
integrity’. 

Burki wanb to cover the whole world in 
dw few pages m this chapter and for dds 
reason malm a comidele hash of every sec¬ 
tion. The sections which deal with relations 
widi India, Afghanbtaa, the United Sbtes, 
and the tbM world barely tourii the surface 
and the reader b given a treat in super¬ 
ficiality. The section on the United States is 
particidarly skimpy, given the nature and 
faitcnafay (rf fas rdatioitt with Pakistan. Thb 
rebdoBifafp, and lu ranitt, the tfomination 
of Ptitbbn’i economy and politics by the 
Uidtad States has been wdl documented by 
many sdwbn [amongst numerous works 
see: Vnkatanmeni 1^ Ufschulu 1966: 
Bldw All 1967n] but fa s^ that Burki has 
no knowbdge of these works. If we were to 
be n bit mote critical, it would seem that it 
Js not j^noitiice wWdi has tod him to 
qveriook the dominating rriationsfaipofthe 
US flvur Pikbtnn, but proibabiy the beibf 
. that .Mclttaa Is hot deaninated, and b thus 


^'llowMttbMt S6;..'lfl6S 


indepeiubnt and non-a&giittd. fia abb t&.j 
belief to say that "the non-aHgned approndi 
to international politics has hefoed Mtbtan‘' 
develop close nations with Isbmfe eem^' 
tries of Wttst Africa and North AfricsT . 
(p 191). He continues: "the new, unaUgaid. . 
Pakistan was found to be acceptabb by R ^ 
variety of different polfaiad interests b the 
Middle East. Some of these countrica— 
Saudi Arabb and the mbisutes of the Oidf 
region—actively sought a dose idationaiito 
with Pakbtan” (p 192). Thb, of course; b. 
utter rubbish. Only those who are .very 
pro-American can call Pakistan ‘noa^ or* 
‘unaiigned’, for since 1951 PBkbtnnhnsben 
securely entrenched in the AmcrfenncnmiL. 
First it wu the Mutual Defence Assistance. ■ 
Agreement with the US in May 1954; 
followed by SEATO aib CENTO; and the 
US Military Assistance Advisory Oroup; 
then it was Ayub Khan and hb Harvard 
Advisors, and finally, .most convincingly, 
there was General Zia ul Haq. Zb uin 
abashedly declared that he was a ‘righrist* 
and very pro-American. Hb elevHi yeati of ., 
tyranny (of which incidentally Burki qpeaks 
nothitijU were dependem on and approved 
by the Ubted States of America. i[|H- 
sion about ’non-aHgnment’ could only come 
from someone who looks approvingly at die . 
economic and political programme of 
General Zb’s regime. 

Furthermore, it was not non-alignmenf 
which brought Mistan close to the Gulf 
States, in particular Saudi Arabia, biit 
economic and political concerns and com¬ 
pulsions. The US pifoed a major rob b 
cementing this friendship as fa was fas. 
requirement at that tima After the dramatb' 
changes b the i^on following the Saur 
Revolution b Afghaniston, the ouster of the ' 
Shah from Iran, and the Iran-lraq wn|a 
Pakbtan under Zb was the only safe fettt fat. 
the region and thus this regiim vras sup- 
ported almost unconditionally by the 11^ 
The Ibkistani army provided pereomid to 
the Gulf States and guarded the bteresis 
the Americans b the Middle East It was 
certainly not 'non-eiignineitt* which brougb 
Pakistan close to the Middb East, but the 
ahgnment of btbi areas to Jte same mastei; 
the Umted States of America. 

Viable Entity? 

Ifor Burki, Pakbtan has. from an ttbsur- 
dity’, become a 'viabb entity* with a bright 
fiiture ahead of fa. He believes that sinoS 
there U "not much resemblance between ' 
today's Pddsbn and the Pakistan of 1947.. 
[ib] past purpose b therefore not very rde-' 
vant b gsttging Its future iMospects or evoi 
b defining thb political and economic 
objectives that should be pursued” (pp Ml, 
202). By not seeing the present as aprooms . 
of history; Burki b mak^ rite same bhmdtr 
ali Idealist and metaphysical s oc i al s e bmi m ~ 
maka Thb muconception of bouigeob 
scholars handicaps them b analysing pro¬ 
cesses and devriopmenu, and tW an Rt bsst 
left to build theories, and prescriptkMu on 
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the basis of random events. Their analysis 
for change thus rests iherety on desires'and 
has little to do with concrete reality. 

Throughout the book, Burki has shown 
a ttdcrant and probably, even sympathetic. 
Stance towards Zia’s Islam. On the penulti¬ 
mate page of the book, he sutes that “at 
issue now is not whether Pakistan should be 
an Islamic state but the precise meaning of 
Istamisation" (p 206). This is of course the 
view of one section of the ruling class in 
Pfdcistan. for whom Islam has become a 
maior tool for oppression and repressions 
and they have us^ this device to legitimise 
their power and hold over the country. The 
fact is that by forcing their brand of Islam 
into every aspect of public life. General Zia 
ul Haq and his supporters have turned 
people against religion. Of course, Friday is 
still a holiday, and the azaan is said over the 
idevision and radio, but, as far as people are 
concerned, they have become allergic to this 
State-sponsored Islam. This apparent indif- 
fbrence is due to the profound economic anu 
social, changes that have taken place in 
society and Islam has shifted into the 
background in the lives of people. WitO' 
Ooieral Zia dead, one can expect Islam to 
lose its offleial and public place and remain 
simply a private affair. In Burki’s book, 
hO*tnr, one gets the very distinct impres¬ 
sion that Burki is a closet Ziaist. He is 
uncritical of Zia's policies and turns an ap¬ 
proving eye towards his Islamisation pro¬ 
gramme. He avoids the issues of democracy 
and oppression and lauds economic progress. 

. In Mdsum: A Nation in the Making 
Burki has used terms like ‘the people of 
Mcistan’ in a very abstract sense;. For him, 
the ‘people of Pakistan are not the Baluch, 
Shidhi or Pakhtuns who seem to be com¬ 
pletely non-existent in the past, present and 
flitim of Pakistan. There is sirsolutely no 
mmtion of what has come to be called the 
‘National Question’ which, according to 
maiv observers, dominates the life of all 
Mdstanis, of every class today [see amongst 
many: Ikriq Ali 1983; Aijaz Ahmad 1984; 
Ferozc Ahmad 1983; Mahmud Mirza 1986; 
Bhbar Ali. 1986, 1987b; Shahid Kaidar 1987). 
This lack of recognition of the probtems of 
the smaller nationalities has also led Burki 
to consciously ignore regional inequalitim, 
to his extensive chapter on the “nation’s” 
econonu'e and social development has no 
mention of this problon. ‘Pskistan’, ’nation’, 
’petml^, are terms wMch are used very 
casually, abstractly, and unscientifically by 
Burki throughout his book. There seems to 
be no recognition of the fact that within 
’PUtistan’ and among the ‘people, there is 
a differentiation of classes, nationalities and 
ethnic gtotms. However, we must realise that 
it w6u]d be unscientific to oipect tills 
recognition from a leading, eloquent 
member of the bourgeoisie and the ruling 
class of Pakistan. For them (essentially the 
Muhajir/Purtiabi ruling class), Pskistw is 
’OncT, a ‘whole’ with ‘Pakistanis’ and uith 
‘pdoplc^ in general without any spedtica- 
tkms. This ruUag dass has fidled to recognise 


that ‘people’ other than the ’Pakistanis’ - 
(i e, Muhaiirs and Punjabis) live in this 
country.' Bengalis struggled for decades 
before they were recognised as a separate 
nationality. The Baluch and the Sindhis are, 
today in Pakistan, demanding recognition 
and equal rights. The dominant chauvinistic 
Punjabi and Mnhajir members of the ruling 
class have time and again tried to obliterate 
those who demand national rights. The 
bombings in Baluchistan in the early 1970$ 
and the murder of numerous Sindhis in the 
province in 1983 are just two recent 
examples. If Pakistan is to survive, the op¬ 
pressed of the dominated nationalities and 
the oppressed classes must unite and jointly 
strug^e for recognition and acceptance of 
their rights. If Pakistan is to survive, the 
ruling class in me dominant nationalities 
and elsewhere must be forced to recognise 
the fact that there are other, less privileged 
people in Pakistan who belong to different 
nationalities and classes. Unless Burki and 
others who subscribe to his ideology are 
forced to recognise this fact and to give up 
their class and national chauvinism, this 
‘nation’ will have no future whatsoever. 

|I very gratefully acknowledge the major con¬ 
tribution by Mehreen on an earlier draft of this 
paper.] 
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SPECIAL ARTICLES 


India’s Mounting External Debt and 
Servicing Burden 

S K ^lyhese 
Wilson Vaif^ese 

An attempt is made in this paper to estimate the current magnitude of India’s external debt and debt service 
obligations, the evolution of the debt over time and the factors that have contributed to the growth of the debt 
and service burden. The policy options available to India at the present juncture to keep the debt and debt .service 
burden within manageable limits are also briefly examined. 


THERE is now grave concern in the coun¬ 
try about our mounting external debt and 
d^t service burden. Some reports even go 
so far as to suggest that the country is 
heading towards a Latin American type of 
external debt trap. The Comptroller and 
Auditor General of India (CAO) in his 
report in May 1988 to the parliament 
sounded a warning on the growing external 
debt and debt service burden of the govern¬ 
ment of India. After remaining silent for 
long, the changes recently evident in official 
statements and policy initiatives seem to give 
furtho' credence to the widespread fear that 
all is not well with our external sdetor. There 
are no published official data on the exacf 
magnitude of India’s total external debt and 
debt service burden. This is all the mote sur¬ 
prising as the ministry of finance and the 
Reserve Bank of India should have full and 
up-to-date information on the precise 
amount and the terms of the external debts 
contracted both by the government and non¬ 
government entities, given the comprehen¬ 
sive exchange controls operating in India. 
Whatever scanty data ate put out by the 
govenunent seem to be part of an attempt 
to understate the problem. Therefore, 
economists and financial reporters in India 
are forced to rely on foreign sources for 
information on this vital aspect of the 
economy. A pertinent question is, why is the 
government of India reluctant to publish fiiH 
and up-to-date information on the country’s 
extenial indebtedness? After all, resource 
outflows arising from cMh servidng obliga¬ 
tions will have significant adverse impact on 
domestic investment, income growth and, 
therefore^ the living staruiards of the peopfe 
of India. The need for the public to be taken 
into oonlideiKe in this matter is aU the itMte 
when we recall that it was the large net an¬ 
nual resource outflows, necessitated by the 
enormous external debt sovice burden, that 
had by 1987 alathed the living standards of 
the American countries to a level 
about 4 per cent below that in 1980. 
Thenfimv h it time that we have a doae took 
at the ii» of Indhfs external debt and debt 
service burden, the economic policies and 
programmes that have led to the present 
situation and also the measures that need 


to be uken to manage the external sector in 
general and the debt problem in particular. 
' An attempt is made in this paper to 
estimate the current magnitude of India’s 
external debt and debt service obligations, 
the evolution of the debt over time and the 
factors that contributed to the growth of the 
debt and d^t service burden. The policy op¬ 
tions available to India at the present junc¬ 
ture to keep the debt and debt service burdoi 
within manageable limits are also briefly 
examined. 

GROWING Size of External Debt 

On the eve of the budget in February 1988 
the govenunent of India indicated that 
India’s external debt stood at Rs 22,517 crore 
(equivalent to $ 16.7 billion at the average 
exchange rate in February). On the other 
hand, in a statement to the parliament 
in August 1988 a much larger ngure of 
Rs 54,817 crore (equivalent to $ 40.8 billion) 
was indicated by the government This figure 
probably includes also the government 
guaranteed private long term external debt. 
The CAD’s report in Mt^ 1988 estimated the 
external debt of the government of India at 
Rs 22,518 crore in March 1988 and Rs 25,539 
crore at the end of March 1989.' These 
ftgures obviously relate to the external debt 
of the govenunent of India and excludes the 
credit availed of by non-governmem entities 
(borrowings from intenutiorud financial 
markets and' non-resident Indian deposits 
with hanks in India, etc). Mote detailed 
information on India’s external cMu, though 
with a considerable time lag, is available 
from external sources such as the Wbrld 
Bank, the OECD and the Bank for Inter- 
natiofud Settlements (BIS). The HbrUDebt 
Thbtes, IgST-WQUotlA Bs^) shows that the 
total atenud debt of India (tong term public 
and pidilicly guarameed, tong term non- 
guaranteed private credit, short term credit 
and use of IMF credit) rose from $ 19,334.1 
million in 1980 to 8 41,087.9 million at the 
end of 1986 (Ihhie 1). OECD statistics have 
placed India’s total external debt at the end 
of 1986 (bank cl^ms, trade rdated non-bank 
daiffls, non-bank dqxnits, official develop¬ 
ment assistance and use of IMF credit) at 


an even higher level, viz, $,43,521 miliicm.^ 
Published data so far available from these . 
sources cover borrowings up to December 
1986. Since then India has been borrowing 
at a faster pace. 

For estimating India’s outstanding exter¬ 
nal dd)t at the end of 1988, it is necessary 
to piece together information from various 
sources about the cumulative borrowings in 
1987 and 1988. The latest statistics on i 
external indebtedness published by the 
OECD and BIS indicate that the total funds 
raised by India from interiutional fiiuuidal .. 
markets amounted to S 2,359 million in 1987 
and S 1,147.4 million in the first two quarters 
of 1988. These data cover only publicised 
loans. Ikking into account the increased 
amounts of short term funds now being 
raised by India in the international ftnan-.. 
cial markets, and also the unpubliciied 
credits, it is reasonable to assume that the 
total borrowing by India in the international 
finaiKial markets in 1988 would not be less , 
than S 3,000 million. Similarly, the disburse¬ 
ment of official assistance (bmh bilateral 
and multilateral) increased substantially in 

1987 and is expected to increase furthm in 

1988 in the light of the larger commitments 
by the Aid India Consortium and the ac¬ 
celerated aid disbursemenu by some donors 
for the 1987-88 drought-related projects. 
Thus, the total credit from official sources 
in 1%7 and 1988 together would be around 
S 6,000 million. The increase in the outstan¬ 
ding debt from both offidal and private 
sources by the end of 1988 would be around 
$ 11,500 million, raising the total outstan¬ 
ding external debt of India from all sources 
from S 41,088 million In 1986 to about 
$52,500 million by the end of 1988 
(Rs 76,000 crore it the average Re/S ex¬ 
change rate prevailing in September 1988 
atRs 14.4894 per drdlar). This estimate . 
is closer to the estimate made by other 
independent sources. Fbr instance, the 
Institute of International Finance, the 
Vteshlngton based' institution set up by 
major international banks in the wake of the 
ddn crisit, in its country report on India has 
estimated that India’s total external debt 
would be around $ 60 billion at the end of 
1988-89. An estimate appearing in the 
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TMe$ (londM) in S«pt^ber 
' I9t8 fdnoed iitdia*i lotid outsumdingeder* 
md debt (including short term dd>t and 
deposits by non-resident Indians) at $ 32.3 
billion. 

DEBT Service Burden 

There are considerable gaps and 
. inaccuracies in the available data on our debt 
sendee burden. The data available in the 
Beonomic Survey, J987-88 cover only the 
debt service payments of the government 
and government-guaranteed debt. Ibtal 
debt service burden on such external debt 
increased from Rs 803.9 crore in 1980-81 to 
' Rs 2,084.7 crore in 1987-88, registering a rise 
of 160 per cent during a short six-year 
period. The Economic Survey also reported 
(without giving details) that “the country’s 
debt service in 1986-87 on external debts on 
government account, non-government 
account, IMF drawals and commercial bor- 
roings (including supplier’s credits) 
amounted to about 22 per cent of current 
receipts. This is likely to increase to 23 to 
24 per cent in 1^7-88 because of higher 
IMF repayments and debt service on com¬ 
mercial borrowings contracted in earlier 
years!’* According to the CAG’s repon, the 
, total amortisation on government loans con¬ 
stituted 34.6 per cent of the external loans 


i^vetfdbrMgT98(847'Rs'iliaaiiSt'4f:4jM^^^ 
cent in 1982-81 

The mHd Debt IbMee (iM7-88) shows 
that the total debt service biudcn (lepayment 
of principid and interest pqrments) on long 
term public and publicly guaranteed credit 
and ioi« term non-guasankced private credit 
rose from $ 1,200.3 million in 1980 to 
S 3,713.3 million in 1986, an increase of 210 
per cent. It is important to note that these 
amounts do not include interest on short 
term debt and also the debt service on IMF 
credit. As short term debts are re^yable 
within a period of one year, by and large; 
repayment would get lefkcted in the respec¬ 
tive, year’s outstanding short term debt. 
Interest payments on short term credit can 
be estimated by taking into account the 
average interest rate during the year con¬ 
cerned and the outstanding short term debt. 
The estimates of interest payments on shorf 
term debt outstanding during 1978-86 are 
given in Ihble 1. Interest payments on short 
term debt rose from ^ut $ 144 million in 
1980 to around S 161 million in 1986. Thus 
the total debt service payments (including 
interest on short term cr^its but excluding 
debt service on IMF credit) rose from S 1,344 
million in 1980 to $ 3,873 million in IM6. 
If the debt service on IMF credit is also taken 
into account, the total debt servkx payments 
would be still higher. (Debt service on IMF 


' 'liieR^B^s 
ing psoponioa of (xmnMidalmR^itt to.te 
total cremt aim also the iiopriagprafipitiM 
of non-conoewioiiRloRdnoo jiiiiit ijkmwBti 
in the offlciail credit, luiue nriaad dkht 
service paymenu substantially te IStfand 
1988 from the Icvd obudiriw hi 
estimates indiette tbM the debt larvkh 
burden of India wouldSNBOhlt 4400 ntton 
at the end of 1988 (Rs bJdO crate at 
the average exchange rate pravaiUag In 
September 1988). Accoidiiig to the 9foild 
Bank projections, the debt service on ioag 
term alone amounu to S 3,929.9 miliion 

in 1988, S 4,009.8 million in 1989 and 
$ 4,172.3 million in 1990.* 


CHANGING DEBT PROFILE 

The growing commercial borrowings have, 
changed substantially the cMcrnal debt pro¬ 
file and the cost of the iMi. The share of 
official credit in the total external debt 
declined precipitously from around 96 per 
cent in the 1970t to 74 per cent in 1982 and 
hirther to 63 per cent in 1986 (lUte 2). Con¬ 
trary to the widespread belief, the share of 
multilateral credit remained stable around 
33 to 36 per cent of the tmal outstanding 
debt of India. Similarly, concessional IDA 
credit continued to constitute afOund-27 per 


Table I: Composition of India’s External Debt 


(S millkm) 



1978 

1979 

1980 

1981 

1982 

1M3 

1984 

1983 

1986 

Ibtal external debt (1-I-2-I-3) 

16438.4 

16627.M 

19334.1 

20839.8 

23093.6 

28448.9 

31777.1 

36677.3 

41087.9 

(1) Long term debt . 

15787.4 

(13911.1)* 

13911.1 

18068.8 

18997.0 

20989.6 

23177.3 

26113.3 

30939.8 

34511.4 

(A) Official creditors 

1S104.S 

13460.4 

17033.6 

17313.1 

18461.6 

19626.9 

20404.0 

23608.0 

26899.0 

(i) Multilateral 

4634.4 

5297.5 

6720.3 

7801.0 

9125.9 

10334.3 

11233.3 

12746.1 

14077J 

of which: 

(a) IBRD 

646.3 

727.8 

826.6 

1181.0 

1394.7 

1778.6 

1964.7 

2177.6 

2667.1 

(b)IDA 

3972.0 

4503.4 

3142.0 

S90S.8 

6982.7 

7820.0 

8544,9 

9130.8 

9730.1 

10329.2 

(ii) Bilateral 

10430.2 

10162.9 

10333.3 

9312.1 

9335.7 

9272.4 

10861.9 

12821.2 

(B) Private creditors 

334.8 

336.0 

679.2 

810.9 

1288.9 

1783.5 

3098.3 

4258.9 

3014.4 

of which: 

(a) Suppliers 

222.3 

171.0 

tSO.6 

120.1 

88.3 

91.3 

236.8 

410.6 

433.1 

(b) Financial markets 

112.3 

165.0 

328.6 

690.8 

1200.6 

1692J 

2861.8 

3848.2 

4S79J 

(C) Private non-guaranteed 

348.1 

114.7 

336.0 

^.0 

1239.0 

1767.0 

2611.0 

3093B 

2398.0 

(2) Short term debt 

631.0 

716.0* 

926.0 

1204.0 

1827.0 

1373,0 

1743.0 

1316.0 

2303.0 

(3) Use of IMF credh 

0.0 

0.0 

339.3 

638.8 

2279.0 

3698.6 

3920.6 

4201.3 

4273.3 

(4) Ibtal driit service tong and 

short term debt) (A-f B)' 

1134.9 

1178.4 

1343.8 

1393.5 

1704.8 

1994.9 

2103.3 

2829.4 

3874J. 

of widch: 

(A) Principal repayments 
(long term debt)* 

676.1 

673.5 

777.8 

749.9 

913.3 

. 1041.8 

1067.3 

1570>l 

23344 

(B) Intemt payments (long 
and shon term debt) 

438.8 

304.9 

366.0 

643.6 

789J 

933.1 

I033J 

1239.0 

132a0 

of which: 

(1) Long term debt 

373.8 

396.1 

422.3 

444.9 

602.2 

781,0 

862.5 

1126.4 

1338.8 

(ii) Short term debt* 

83.0 

108.8 

143.3 

198.7 

187.3 

172,1 

173.3 

132.6 

1614 


Notes-. 1 Excluding debt service on IMF credit. 

2 Excluding repaymems of IMP credit. 

3 Estimated using euro dollar 6-month Interest rate with a mark up of 0.73 per cent. 

4 Estimated. 

3 Tbtal debt as given by World Bank, WarU Development Keport, I9M-95. In fhct .this is onh long term dsbL . 
6 Estimated as 4.3 per cent of long term debt. 

Sourer. World Bank. Hbrld Debt Tbbhs (various issues), unleu otherwise bidicatad. 
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tlidr mendM ami Imbs fiom atuonomous 
bodio ftiatlcd by the governmenu) that 
i4gil{Med tiw ibarpest tkcline fioiii about 
S3 pbr cent in 19S0 to 29 per cent in 1984; 
since then it has matginaUy piched up to 
teach 31 per cent in 1986. tat ai^ute terms. 


the bilateral credit fhm declined from 
S .IMSOifiiiUon in 1978 to S,9||S0.8 miBion 
in 1984 but recovered M $ 12JS1 millibn in - 
1986. The dedine in bUiuetal credit is mainly 
duetothefidlincxportcreditandthedeclin- 
ing biiateral dd commitments by the US due 
to political and economic reasons. The share 


of credit from the financial markeu in the 


total long term credit to India increased from 
a negUgibie level of 0.7 per cent in 1978 and 
2.9 per cent in I980to 13.3 per cent in 1986. 


I^Osafab iadr«fciad to arotiad 34 percent 
<S 2«303 million) of the total ddx in 1986. 
The change in the debOiHofite it thus at¬ 
tributable mainly to tbe rising financial 
tnaricel borrowing and tl^ declining bilateral 
credit Obviously the changed debt profile 
had significant adverse impact on the debt 
service buiden, by hardening the borrowing 
terms. 

In the 1980s there were distinct signs of 
hardoning of India’s borrowing terms which 
could have contributed much to the increase 
in the debt service burden (Ihble 3). The 
maturity period of new offlcial credit com¬ 
mitments to India shortened from 44.8 years 
in 19^8 to 36 years in 1980 and further to 
24.3 years in 1986. While the maturity period 
of niw private credit commitments under¬ 
went subsuntial year-to-year volatility due 


to sharp changes in the financial mariijet 
environment, between 1982 and 1986 the 
maturity period has riiortened from 12.3 ; 
years to 9.4 years. Interest cost on new., 
official credit commitments after remainiiv ' 
stable around 2.2 to 2.1 per cent until 1980 
sharply rose to 6.2 per cent in 1982. Though 
in 1M3 it softened to 4.4 per cent but rose^ 
again to 6.0 per cent in li^. The 1986 levd 
of 4J per cent is still higher than the average. 
interest rate that India paid on official credit, 
in 1983. On the other band, the intmt rate 
on private credit declined continuously from 
the high level of IS.S per cent in 1980 to 94 
per cent in 1986. The easing of the interest 
rate in the financial markets since 1981 
helped to reduce the interest burden on the' 
growing financial market borrowings. 

There has also been a signtficantiiarden-. 
ing of the terms as regards the grant elemem 


TAai.E2: CoMPOsittoNOF India's Externai Df.ri 
(As Proportion of Ibtal Debt) 


(Per Cent) 



1978 

1979 

1980 

1981 

1982 


1984 

1985 

1986 

(1) i.ong term debt 

%.o 

9S.7 

93.5 

91.1 

83.6 

81.5 

82.2 

84.4 

84.0 

(A) Official creditors 

91.9 

93.0 

88.2 

83.0 

73.6 

69.0 

644 

64.4 

65.5 

(i) Multilateral 

28.3 

31.9 

34.8 

37.4 

36.4 

36.4 

35.4 

34.8 

34.3 

of which: 





' 





(a) IBRD 

3.9 

4.4 

4.3 

5.7 

5.6 

6.3 

6.2 

5.9 

6,5 

(b) IDA V 

24.2 

27.1 

26.6 

28.3 

27.8 

27.5 

26.9 

26.6 

25.6 

(ii) Bilateral 

63.6 

61.1 

53.4 

45.6 

37.2 

32.6 

28.8 

29.6 

31.2 

(B) Private creditors 

2.0 

2.0 

3.5 

3.9 

5.1 

6.3 

9.8 

11.6 

124* , 

of which: 










(a) Suppliers 

1.4 

1.0 

0.8 

04 

0.4 

0.3 

0.7 

1.1 

1.1 

(b) Financial markets 

0.7 

1.0 

2.7 

3.3 

4.8 

5.9 

9.0 

10.5 

II.I 

(C) Private non-guaranteed 

2.1 

0.7 

1.7 

4.2 

4.9 

6.2 

8.2 

■8.4 

6.3 

(2) Short term debt 

4.0 

4.3 

4.8 

5.8 

7.3 

5.5- 

5.5 

4.1 

5.6 

(3) Use of IMF credit 

_ 

— 

1.8 

3.2 

9.1 

13.0 

12.3 

11.5 

10.4 

(4) Total debt service (long and 










short term debt) 

6.9 

7.1 

7.0 

6.7 

6.8 

7.0 

6.6 

7.7 

9.4 

of which: 










(A) Principal repayments 










(long term debt) 

4.1 

4.1 

4.0 

3.6 

3.6 

3.7 

3.4 

4.3 

5.7 

(B) Interest payments (long 










and short term debt) 

2.8 

3.0 

2.9 

3.1 

3.1 

3.4 

3.3 

3.4 

3.5 

of which: 










(i) Long term d^t 

2.3 

2.4 

2.2 

2.1 

2.4 

2.7 

2.7 

3.1 

3.3 

<ii) Short term debt 

0.S 

0.7 

0.7 

1.0 

0.7 

0.6 

0.5 

0.4 

0.4 

Source: Computed from Table 1. 










P 

Tablf. 3: Average Terms of New Credit Commitments to India 





1978 

1979 

1980 

1981 

1982 

1983 

1984 

1983 

1986 

AH Creditors 










Interest (per cent) 

1.9 

3.0 

4.7 

4.7 

7.3 

6.4 

6.7 

6.1 

5.1 

Maturity (years) 

44.4 

38.7 

31.0 

34.2 

25.6 

23.7 

26.6 

25.3 

22.2 

Cram element (pm emt) 

71.7 

61.7. 

46.2 

46.5 

23.3 

29.4 

27.6 

30.3 

33.3 

Official Creditors 










Interest (per cent) 

IJ 

2.3 

2.2 

34 

6.2 

4.4 

6.0 

3.4 

4.8 

Maturity (yean) 

44.8 

40.0 

36.0 

37.6 

31.4 

31.7 

304 

30.7 

24.3 

Grant ^Biem (per cent) 

72.4 

64.4 

63.4 

54.0 

33.1 

46.1 

33.6 

38.3 

36.4 

Prtvaie Creditors 










InUKSt (pcf'cem) 

12,7 

.15.4 

15.5 

11.3 

9.9 

10.1 

9.7 

8.3 

6.6 

Maturity (yean) 

7J 

44 

9.5 

9.4 

124 

9.0 

10.9 

9.8 

9A 

Cram etaaent (per cem) 

-7.8 

-11.4 

-28.5 

-84 

04 

-1.4 

1.9 

7.2 

14J 


Stmrer. iMirld ^Bank, Mbricf Debt TiMet (various issues) 
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NATIONAL SAVINGS 
CERTIFICATES 8 



INCOME TAX REBATE 


• Income Tax rebate u/s 80-C on investment upto 
Rs. 40,000/- per annum. 

• Interest upto Rs. 7000/- per year is free from 
income tax u/s 80-L. 

• Yearly interest earned in VI issue is eligible for 
rebate in income tax u/s 80-C and Sec. 80-L 
both. 

• Wealth Tax exemption upto Rs. 5 lakh. 



DIRECTORATE OF SMAU SAVINGS 
GOVERNMENT OF MAHARASHTRA 


Economic ud Miticat TMtekly NOMofewr 


S540 


iPR/SSi 



1 ^. 

fiwii «leiivM4DQ «U cmtUs tb^eUi^de^ 
ttom 71.7 per cent in 15171 to 46.2 per cent 
in 198(len(l further to 23.3 per cent in 19Bik 
but between 1983 and 1986 toe grant element 
h^ toqwn a modest rise with the 1986 level 
ot!>gtant dement coming to about 33.3 per' 
cent of toe totd credit. While the grant 
dement on new inivate credit commitments 


^t increased ftopi $ 777.8 ittilfiosin 1980 
to $ 2,3|l3 million in 1986. This represents 
mi iiKrease of about 203 per cent during the 
short span of six )wars. As a proportion of 
the total annual disbursement of long term 
credit, repayment of principal increased 
from 26.8 per cent in 1980 to S2.4 per cent 
in 1986. The problem of the debt service was 


compounded by the significant increase hi ^ 
interest payments which rose from $ 423 .'. 
million in 1980 to S l,3S9 million in 1986,' ; 
reflecting an increase of 222 per cent / 
(Ihble 1). Interest and amortisation . 
ments, which together absorbed 41 per cent - 
of the total disbursements in 1980, roM; ’ 
sharply to 61 pc cent in 1985 and 83 per cem 


declined more sharply from 21.8 per cent in 
1970 to mana 28.5 per cent in 19W, it shows 
a sharp rising trend between 1984 (1.9 per 
cent) and 1986 (14.8 per cent). The grant de¬ 
ment of official credits declined from 63.8 
per cent in 1970 to 63.4 per cent in 1980 and 
further to 33.6 per cent in 1984. 1M6 
however shows a modest rise in the grant de¬ 
ment to 36.4 per cent in respect of official 
credit. 

There has also been a marginal harden¬ 
ing of the grace period both in the ^se of 
offidal and private credits. 


Tabie. 5; Princirai. Ratios Relating to India's External Destt 



D.SP/.\GS 

DSP/CNP 

DSP/XG 

TD/XG 

TED/GNP 

TED/XO 


1978 

13.3 

1.0 

17.0 

• 17.9 

13.8 

246.4 


1979 

H.3 

0.9 

ts.i 

2S.9 

12.6 

213.0 

■ 

1980 

io.9 

0.8 

15.7 

73.1 

11.9 

225.2 


1981 

n.s 

0.8 

16.8 

8S.9 

12.6 

251.5 


1982 

14.5 

1.0 

18.2 

58.0 

14.7 

268.2 


1983 

16.2 

1.1 

21.8 

53.7 

15.2 

311.0 


1984 

16.7 

1.2 

22.3 

59.5 • 

17.7 

336.4 

, 

1985 

21.3 

1.4 

35.4 

85.9 

I8.S 

458.3 


1986 

26.0 

1.8 

41.4 

63.9 

19.1 

439.3 



Note. DSP : Total debt service (both long and short term) 


Decline in Net Transfers “ Export of goods and services 

XG Export of merchandise 

As a result of the steep shortening of the TD = Total trade deficit 

maturity period the volume of repayment of TED = Total external debt 

principal by India in respect of long term Sourer. Computed from Tkble 1. 


Table 4;. Net Transfers from External Borrowing of India 


($ muon) 




1980 

1981 

1982 

1983 

1984 

1985 

1986 

Total yearly disbursement 









(long term debt) 

Ibtal yearly debt service 


2902.3 

2422.4 

3127.8 

3267.4 

4581.1 

4460.3 

4491.1 

(long term debt) . 


1200.3 

1194.8 

1517.5 

1822.8 

1930.0 

2696.8 

3713.3 



(41.4) 

(49.3) 

(48.5) 

(55.8) 

(42.1) 

(60.5) 

(82.7) 

Totgl yearly net transfers 









(long term debt) 


1702.0 

1227.6 

1610.4 

1444.6 

2651.1 

1763.4 

777.7 • 



(58.6) 

(50.7) 

(51.5) 

(44.2) 

(57.9) 

(39.5) 

(17.3) 

Official creditots: 

Disbursement 

2238.9 

1756.0 

1955.9 

1932.8 

2165.1 

2153.2 

2612.6 


Debt service 

949.2 

929.8 

969.0 

1040.1 

1017.8 

1205.2 

1772.6 



(42.4) 

(52.9) 

(49.5) 

(53.8) 

(47.0) 

(56.0) 

(67.8) 


Net transfers 

1289.8 

826.2 

986.9 

892.7 

1147.3 

948.0 

840.1 



(57.6) 

(47.1) 

(50.5) 

(46.2) 

(53.0) 

(44.0) 

(32.2) 

of wkMr. 









Multilateral: 

IXsbursement 

1543.6 

1231.3 

1451.9 

1362.0 

1143.2 

1403.4 

1354.8 


Debt service 

192.5 

201.6 

252.4 

341.3 

390.6 

481.7 

668.3 



(12.5) 

(16.4) 

(17.4) 

(25.1) 

(34.2) 

(34.3) 

(49.3) 


Net transfers 

1351.1 

1029.8 

1199.5 

1020.6 

752.5 

921.7 

686.5 



(87.5) 

(83.6) 

(82.6) 

(74.9) 

(65.8) 

(65.7) 

(50.7) 

Bilatoai; 

Disbursement 

695.3 

524.7 

504.0 

570,9 

1021.9 

749.8 

1257.8 


Debt service 

756.6 

728.3 

716.6 

698.8 

627.2 

723.5 

1104.2 



(108.8) 

(138.8) 

(142.2) 

(122.4) 

(61.4) 

(96.5) 

(87.8) 


Net traiufers 

-61.3 

-203.6 

-212.6 

-127.9 

394.7 

26.3 

153.6 

Private creditors^ 


(-8.8) 

(-38.8) 

(-42.2) 

(-22.4) 

(38.6) 

(3.5) 

(12JI) 

Disbursertient 

378.3 

244.4 

586.9 

695.5 

1581.0 

1172.0 

1029.4 


Debt service 

130.2 

143.0 

193.5 

321.6 

379.2 

573.8 

923.8 



(34.4) 

(58.5) 

(33.0) 

(46.2) 

(24.0) 

(49.0) 

(89,7) 

t 

.Net transfers 

248.2 

101.4 

393.4 

373.9 

1201.8 

598.4 

105.6 



(65.6) 

(41.5) 

(67.0) 

(53.8) 

(76.0) 

(51.0) 

(10.3) 

tfwkidi: 









Ftruudal markets: 

Disbursement 

365.4 

224.9 

583.5 

660.4 

1404.4 

984.3 

967.3 


Debt service 

71.9 

9SJ 

153.6 

284.6 

353.0 

516.0 

831.1 

' 


(19.7) 

(43.8) 

(26.3) 

(43.1) 

(25.1) 

(52.4) 

(85.9) 


Net transfen 

293.5 

126.4 

429.9 

375.8 

1051.3 

468.3 

136.2 


(80.3) 

(56.2) 

(73.7) 

(56.9) 

(74.9) 

(47.6) 

(14.1) 


Notm Minus indicates negative net transfers. 

ngurps kt hrackeu indicate percent^e to respective disbursement. 

Snum: &ui]e,/flbriler 2>e6r Jkbles (various issues) unless otherwise indicated. 


,Ndvem|w-26^l988, 
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% ktving a net ttancfcr tn India of 
17 per cent of the total annual long 
dietHt dUbunemenu (Thble 4). 
-"'Debt Mrvice payments to the flnanciai 
lOarkets increas^ phenomenally in recent 
years. The proportion of debt service 
payments to annual disbursements from the 
flnanciai markets shot up from 20 per cent 
'■ la 1980 to 86 per cent in 1986 leaving only 
' 14 per cent as net transfers, in 1987 and 1988 
the lepaymenu might have increased further 
leaving still lesser net transfers. 

. Another important aspect of the debt ser* 
vice burdm which has not been adequately 
recognised is the effect of the sharp ap¬ 
preciation of the dollar during the 1980-8S 
' period when the total debt service payments 
on long term debt alone shot up from 
S 1000.3 million in 1980 to S 3.713-3 million 
in 1986. The bulk of out borrowings being 
denominated in the dollar, the rise of the 
dtdlar imposed an unexpected debt service 
burden on India. In rupee terms the debt 
' SCTvice burden might have increased nearly 
two-thirds during the 1981-83 period on 
account of the persistent depreciation of the 
rupee against the dollar. 


SHARP INCRFASE ]N BORROWINO 

Requirements r ROM financki 
Markets 

lb finance the debt service payments of 
$ 4,300 million and the recurrent merchan- 
dUe trade deficit (less workers* remittance) 
of $ 3400 million, India will have to raise 
aininiiiium of $ 8,000million annually now 
lind in the near fliture. Since the possibility 
of securing a huger amount of official credit 
la blrak. we will have to rely piedominantly 
on financial markets. As foreign exchange 
reserves haw already slumped to a very low 
level of Rs 3,481 croie by September 1988 
there will be no support from that quarter 
cither. The reserves, which covered over four 
months of imports for the past several years 
now cover less than three months of imports. 
Looked at in another way the reserves are 
now no more than half the non-resident 
Indian deposits of S 9 billion with banks in 
India. In fact, to bolster up the reserves we 
need to borrow additionally. 

In the context uf the debt crisis of develop¬ 
ing countries, several indicators have come 
to be widely used to assess the changes in 
their debt servicing capacity. The most 
important indicators are the debt service 
ratio, i e, debt service as percentage of mer¬ 
chandise exports (DSP/XG) or merchandise 
and invisible earnings(OSP/XGS), the 
debt/GNP ratio and the total debt/export 
mtia All these indicators are reckoned as 
broad and rough measures of the actual debt 
servicing capacity of a country Our 
estimaus of the debt service ratio show a fast 
and continuous deterioration in the ratio 
(DSP/XGS) during 1980-86 from 10.9 per 
cent to 26 per cent. Estimates of the i^t 
service ratio in 1988 show a still further 
worsening. The debt service ratia^ calculated 


on the merchandise trade; shows a steep rise 
to 41 per cent in 1986. Similarty the debt/ 
export'rgiio rose from 223.2 per cent to439.3 
per cent and the debt/GNP ratio from 11.9 
per cent to 19.1 per cent during 1980-86 
period. Debt service/ONP.iatio worsened 
from 0.8 per cent 10 1.8 per cent during the 
same period (Table 5) 


Trade Du it n, Export Ratio 

Howevei, the above indicators fail to 
.nirror directly the debt servicing capacity 
of a country like India with a large and per¬ 
sistent trade deficit. A more realistic picture 
of the debt wrvicing capacity can be had 
from the trade deficit''export ratio (TD.'XG). 
Changes in this latio over time will directly 
indicate the changes in the gap (trade deficit) 
the country has already bridged (or othei- 
wtse) and the gap it still has to bridge before 
generating a capacity for servicing its debt 
service obligations. Ultunately the ability of 
a country to service its external debt depends 
on the surplus of its export earn'ngs over 
import payments. In most developing coun¬ 
tries, so also India, net invisible earnings are 
negligible. The svorkers* remittances, which 
provided considctable support in recent 
years, are highly unstable. A fall in the 
TD/XO ratio will reflect a narrowing of the 
gap to take the country nearer to the stage 
of generating a debt servicing capacity. A 
rise in the ratio will reflect directly that the 
distance the country has to traverse has 
increased, and therefore it has become moie 
difficult for it to generate a debt servicing 
capacity. The inadequacy of the conven¬ 
tional debt service ratio will become obvious 
when we recognise that an increase in 
exports can be accompanied by a propor¬ 
tionate or more than proportionate increase 
in imports, thereby worsening the country's 
debt servicing capacity despite ah increase 
in exports. A worsening of the TD/XO ratio 
will in addition also directly point to the 
movement of the country towards greater 
dependence on external resources, and 
thereby larger debt servicing obligations in 
the future. 

The TD/XG ratio for India during 
1978-86 shows that the debt service ratio had 
sharply deteriorated to 86 per cent in 1981 
and 'thereafter progressively improved till 
1984 to reach 39.3 per cent. During 1980-81 
while exports increased by 26 per cent over 
the preening year, imports from a higher 
absolute level rose even faster by 34.2 per 
cent due to higher oil imports. The signifi¬ 
cant decline in the ratio during 1982-84 is 
explained by the deceleration in the growth 
of imports at a time when exports were 
registering modest growth rates. 1983-86 saw 
a precipitous rise in the ratio to 82.8 percent, 
indicating a sharp deterioration in our 
capacity to generate export surplus to 
finance the debt service obligations. This 
change in the trend was due mainly to the 
surge in import of capitid goods while ex- 
poru actually declined by about 6 per cent. 


The variatioiti in the tMio alio indUne 
difectly the changes in our external letowee 
requirements for financing the trade deficits 
and. thereby, the potential increase in the 
magnitude of the external debt. The exter¬ 
nal resource requirements on account of 
trade deficit remained very high throughout 
the period following 1981. 

Reasons for Surge in Debt and 
D tBf Service Burden 

.Several factors contributed to the surge in 
India’s cviemai debt and service burden. The 
oft-mcntioned among them ate the bunching 
of repayment of IMF credit with the service 
payments of other borrowings, deceleration 
in the rate of growth of domestic mineral 
oil production and the resultant need for 
larger oil imports, unfavourable climate for 
concessional credit and the substantial 
imports of essential commodities due to 
severe drought condition. The clubbing 
tugethet of all these factors creates confu¬ 
sion by mixing the consequence.s with the 
causes. In order to identify the underlying 
fundamental causes foi the spurt in the 
cxteinal debt of India, it 1 $ necessary to 
examine the changes in the magnitude and 
composition oi the debt together with those 
in the trade deficits and their contributory 
elements. Such an analysis will clearly reveal 
ihc close link between our iiadc deficit and 
trade policy on the one hand and the grow¬ 
ing magnitude ot commercial borrowing and 
the change in the composition of external 
debt on the other. 

(here was a sudden increase in the mer¬ 
chandise trade deficit in 1979-80 and 1980-81 
to $ 4,166 million and $ 7,546 million, 
respectively. The deficit temained high in 
subsequent years. In 1985-86 it registered a 


Tsai I 6: Drai ano Diar Sutvirr Ratio of 
Sn rc ri D Count rips. 1986 


Country 

Total 

External 

Debt 

($ million) 

Debt 
Service 
Ratio* 
(per cent) 

1 Argentina 

48908 

64.1 

2 Bolivia 

4619 

30.4 

1 Brazil 

110675 

41.8 

4 Chile 

20741 

37.1 

5 Colombia 

14619 

31.5 

6 Fziuador 

8933 

33.9 

7 Indonesia 

42090 

33.1 

8 Mexico 

101722 

51.3 

9 Nigeria 

21876 

23.4 

10 Peru 

15303 

20.3 

11 Philippines 

28172 

21.3 

12 Poland 

36638 

18.3 

13 Uruguay 

3770 

22.3 

14 Venezuela 

33891 

37.4 

IS Yugoslavia 

21364 

174 

16 India 

41088 

24.6 


Nolr. * Ibtal long term debt service payments 
as percentage of export of goods and 
services. 

Sourer. World Bank, Mbrld Devekymunt 
ktport, I987-U. 
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twiktfn (pim rradi m all fiigh of 
$ 7;B35 mQlioii but decfinol only marginatty 
in 1986^7. The large and perdstent deflcits 
in die early 80$ were caused mainly by 
ex'cmal dewloproents, particularly the oil 
price hike. On the other hand, the widening 
of the trade dericit since 19B3*86 is mainly 
attribuMble to the economic policy liberali¬ 
sation and the concomitant surge in the im¬ 
ports of capital goods, chemicals, pearls, 
precious and semi-precious stones, etc. 
Imports of capital go^ increased by over 
35 per cent in 1985-86 and again 28 per cent 
in 1986-87. Imports of chemicals rose 27 per 
cent in 1985-86. Pearls, precious and semi¬ 
precious stones increased by 7 per cent in 

1985- 86 and 36 per cent in 1986-87. Import 
of edible oils, which actually increased in 
1983-84 and 1984-85, declined markedly 
after 1984-85. The expectation behind the 
strategy of trade liberalisation was that it 
would, by infusing competition and up¬ 
grading technology, help to enhance export 
competitiveness and export earnings. This 
expectation was not fulfilled- The import 
liberalisation strategy, except in the case of 
pearls, precious and semi-precious stones 
(which are highly import-intensive and the 
value added in whose case is hardly 20 per 
cent) did not help much to create durable 
export capabilities. The industries promoted 
by the new strategy have been mainly con¬ 
sumer durables for which there is a buoyant 
domestic market. In fact engineering goods 
as a group registered a dismal performance, 
their exports declined by about 14 per cent 
in 1985-86 and further by 3 per cent in 

1986- 87. 

The persistent large deficits smee 1979-80 
necessitated large commercial borrowing and 
also recourse to IMF credit. Since 1985 the 
problem was compounded partly by the 
surge in imports and partly by the com- 
moicement of the instalment of principal 
repayments of the syndicated credits nused 
in the early 80s. after the expiry of the grace 
period ranging from 4 to 5 years. The repay¬ 
ment of principal on publicly guaranteed 
credit lakred from the financial markets 
alone rose from S 40.3 million in 1980 to 
S 172.6 million in 1984, $ 234.9 million in 
1985 and S 494.2 million in 1986. All these 
rqMyments have also been effected through 
ftuther financial market borrowing, rtdsing 
the total debt further. For instance^ the 
instalment payment of the huge syndicated 
credit of over S 680 million reused by Naico 
in February 1980 (which was increased 
subsequently) would have commenced 
in IMS. India raised S 3,238.6 miUkm from 
the international financial markets during 
198044 period, the instalment payment of 
principal on which, depending on the grace 
period, would have bunched in 1986. As 
credits from official sources did not and 
cottU net be expected to keep pace with the 
sudden spurt in external resource requite- 
memt. India has to raise a growing share of 
Isr tequhements fiom the fteanda) rnarksts. 

It is laMortant to note dut'h is the large 
spurt in flaaneialmarket bortowing and the 


IMP credit at market related interest rates 
that changed the relative share of official 
crediu in the total bwrowing of India. In 
absolute terms official ctedhs increased from 
$ 17,053.6 million in 1980 to S 26,899.0 
million in 1986, representing an increase of 
58 per cent. In comparison we may recall 
that during the 1975 to 1980 period ofneiai 
credits to India increased only by 43 per cent. 

As already emphasised, to attribute the 
growing external debt burden of India to 
commercial borrowing is to confuse the con¬ 
sequences with the causes. While in the early 
80s commercial borrowing was a necessity 
imposed mainly by external developments, 
vie, the oil price hike, since 1984 it con¬ 
stituted an integral part of a planned 
economic strategy and therefore could not 
have taken the authorities by sui prise. In 
fact, the softening of interest rates in the 
international markets and the increased ac¬ 
cess to money market instruments in recent 
years, instead of the conventional syndicated 
credits, unexpectedly helped to reduce 
somewhat the cost of commercial borrowing. 

Another important aspea of the exteriul 
debt issue of India is that, being fully aware 
of the unfavourable developments in the 
internattontd financial scene, particularly the 
worsening external debt situation of the 
developing countnes, the persistent decline 
in bilateral official credits and the resource 
problems faced bv multilateral institutions 
to meet the increasing demand made on 
them by new entrants (like China), and the 
sub-Saharan African countries with acute 
external payments problems, India could not 
have expected a substantial increase in 
official credits, particularly concessional 
credit, to meet her large planned trade deficit 
year after year, in the circumstances, the 
extensive liberalisation of economic policy 
meant that India, by implication, has plan¬ 
ned for a greater dependence on commer¬ 
cial borrowing than hitherto envisaged oi 
found desirable. 


Policy Options 

While examining the policy options 
available to India to manage the debt pro¬ 
blem, it is important to bear in mind the 
following facts. First. India is already 
heading towards a debt tr^ in the sense that 
a minimum of $ 8,000 million will have to 
be borrowed from external sources at pre¬ 
sent to service the debt and to finance the 
non-compressible and policy induced im¬ 
ports. A comparison of the magnitude of 
the debt and debt service ratio of long term 
debt of India with that of the heavily 
indebted IS countries makes this point clew 
(fable 6) Secondly, international financial 
markets today are highly vulnerable and are 
liable to change swiftly in terms of instru¬ 
ments and intermediation techniques. The 
use of short term money market instruments 
to raise long term funds can create problems 
of roll-over if market conditions change for 
the wot St. Thirdly, bank managements and 
supervisory authorities are highly sensitive 
to over-exposure of their banks to devdop- 
ing countries. The exposures to individlud 
countries are monitored closely and widely 
publicised. Fourthly, as debt and debt 
burden accumulate India’s vredil rating, 
which is good today, can change dramaticatty 
overnight. Fifthly, with fears of inflation 
resurfacing in the developed countries, an 
upward pressure on interest rate can be 
expected in the future. 

Immediately, say, over the next two years, 
the government has no option other than to 
go in for further financial market borrow¬ 
ing to avoid an external liquidity problem 
and also to bolster the foreign exchange 
reserves. In addition to banks, the search in 
this context for hitherto untried channels 
and market segments will be intensified. 
Similarly, creditworthy non-banking finan¬ 
cial institutions will also be drafted to raise 
more and more external funds, from the 
bond market and from the money markets 
through the newly emerging commercial 
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ichemes tor attiac- 
deposit also will be 
MytiidtiwtA Due tojtlw paucity of good bor- 
and also the re-cmcigence of the syn- 
market recent and the buoyancy 
the money markets, availability of 
BHidi wlU not pose much of a problem 
tfjiiitptBately. Creditworthy customers in 
^^tswSppbd countries are borrowing directly 
the market, rather than from the 
Ihe growing role of banks and non- 
financial institutions from Japan and 
/Mbst Germany due to the marked change in 
''wtolnuttional current account surpluses will 
. ||so help in increasing the availability of 
ihgunds to India. 

The other supplementary option is to ac- 
.^eekrate the utilisation of multilateral and 
hUateral aid by streamlining and speeding 
'^uhthe relative projects. Though significant 
■: help from the IMF does not appear to be 
;ion the card, efforts for utilising whatever 
gttiitance that would be available, including 
rescheduling of IMF lepayinents, will be 
KCiploied. Larger bilateral assistance from 
; fkiendiy countries is another source India 
' Wilt try to tap in the immediate future. 

' As soon as the debt dimension became 
Obvious, the official approach was to lean, 
as in the pa.si, on export promotion to 
generate more export earnings. A higher 
. export target of 18 per cent has been fixed 
ncentiy. Consistent with this, targets for 
fflSiior groups of exports, viz, SO.per cent 
growth for gem and jewellery. SO per cent 
' for chemicals, 40 per cent for engineering 
; goods and 30 per cent for leather goods and 
' 20 per cent for textiles, have been fixed. A 
number of financial and tlscai incentives 
hgve also been announced, in addition to 
the substantial benefits conferred by the 
depreciation of the rupee. 

While the need for promoting exports 
. cannot be overemphasised, we roust be 
rraiistic about what can be achieved in this 


respect. Mora than two and a ttdf decades 
of continuous and vigorous expwt promo¬ 
tion efforts so far has not succeeded in 
cneating a durable and dynamic export 
capability. There are more fundamental and 
inherent factors that inhibit exports. Large 
companies are just not enthusiastic about 
exports, for the simple reason they have a 
large and growing lucrative domestic market. 
The domestic market is less demanding in 
terms of quality, price, after-sale service, etc. 
No amount of official incentives can effec¬ 
tively neutralise the pull of the domestic 
Indian market. In the highly competitive 
international markets, success can be 
achieved only by countries with an inherent 
domestic compulsion to export for survival. 
Besides, technological upgradaiion and pro¬ 
ductivity increases are not ‘one-stop’ efforts 
to be achieved in isolated export industries. 
To impart continuous competitiveness to our 
industries there must be a conducive and 
dynamic R and D effort spread over a wide 
spectrum of industries. 

^ides, when we recognise the magnitude 
of the extenial resource gaps, it will be 
obvious that exports may have to treble foi 
generating a surplus adequate enough to ser¬ 
vice the already contracted external debt. 
Such an achievement is beyond the present 
capability of Indian industries. At best what 
we can expect is a growth in exports of 6-8 
per cent in real dollar terms. At this rate 
India would have to continue substantial 
external borrowing for several years unless 
the ntermil resource requirements from the 
trade deficit are substantially reduced by 
policy changes. Thus, to bring about durable 
results India will have to exercise finally the 
option of reducing imports. A careful sieving 
of all imports to identify those items which 
will have the least impact on the economy 
has to be undertaken. The axe must obviously 
fall on those items for which import sub¬ 
stitutes are already available or can be ea^ly 


developed khd alsoiB^p6ri4»|!i^i|»hAl^ 
for non-essential consumer dunoKs. In the 
megntime, an objective review of our 
economic policies and programmes will have 
to be undertaken to reorient the content of 
our economic growth to make it broadly 
consistent with our domestic saving and 
export potential and, above all, the basic 
needs of the people If adequate and timely 
adjustments are not initiated now, the 
possibility of more painful adjustments 
being forced on us in the future, similar 
to the Latin American type, cannot be 
ruled out. 

Notes 

t Union Government <Civil|, Report of Ihe 
Comptrotler and Auditor General of 
Mia, May 1988, p 2. 

2 OECD. External Debt Slalisiks (1987). 

3 Government of India, Economic Survey, 
1987-88, p 98. 

4 World Bank. World Debt Tables, 1978-88, 
p 184. 
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New National Income Estimates 

Some Observations 

M Mukheijee 

The CSO has made a tremendous effort in producing the new national income series with 1980-81 as base within 
a short time, making considerable use cf new statistical material. Further, the estimates reflect a thorough 
understanding of concepts and procedures involved in national income estimation and the presentation of the 
perpetual inventory method in particular is noteworthy. 

Yet the CSO has failed to evolve a procedural framework superior to the one used for the series with 1970-71 
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in view of the novelties introduced. Her 
critical remarks are technical and the CSO 
could prepare a rejoinder justifying the pro¬ 
cedure followed. But official statisticians do 
not relish entering into scientific controver¬ 
sies and we may never see CSO’s counter 
arguments. Kuznets once stated that an im¬ 
portant basis of validation of the US 
national income statistics was the fact that 
these were debated uport between contending 
patties and could survive the controversies. 
But such a validation procedure may not 
have maiv adherents in the CSO. 

It is ne«iless to cover the ground dealt 
with by Roy Chowdhury in depth. Wt i»ro- 
posc; therefore; to discuss some points which 
me relativdy new. But there be some 
overlap, particularly concerning the tong 
' period comparability of the series. 

A critical apptidsal of some new informa¬ 
tion has fo depend on its uses. Why are 
national accoums statistics produced and 
what ate thdr uses? It will be convenient to 
classify these under the following heads: 

■ (!) Rudiment^ Uses: lb get some idea 
Of ^ tthdifollcat^oi^ut of the ccgiuMny 
....aiU 111 iBW ebyiponents; to grasp the 
wo^ta of. the economy and iu 


lines of development of the empirical 
counterpart of the theory. 

Unfortunately, we are still in the rudimen¬ 
tary stage in India with some excursions in¬ 
to the next stage. Spasmodic changes in the 
estimates and procedures do not help in 
making national income information a 
useful policy tool. 

Hao Wang has stated that accumulated 
knowledge is the firmest basis of further 
knowledge and Kuznets has spoken often 
that in the field of national income statisrics 
we need a body of tested data. It is only after 
this process of testing in concrete uses that 
some components of the information can be 
accepted as tested knowledge and can form 
the basis of further knowledge. Thanks to 
the painstaking efforu of Kuznets and 
others in the National Bureau of Economic 
Research folBER), Klein’s macio-econometik 
models could be taken on trust. The new 
national inemne series is by no means a body 
of tested informationi it is just a new series 
bated on more extensive and more recent 
dam. Mao Wang has further (foserved that 
we know what we know better than how we 
know sriud we know, suggesting that the 
accumulated usefol knowledge exists despite 


difficulties in India in getting, 
aory estimates are only two in 
i, we are always keen to gm a 
nensive estimate of the level at 
iC. Comprehensive measures of. 
ne at two points of time almost 
t an inadequate measure of the ' 
se we normally use better dam 
point. For a good measure of 
is necessary to ensure that the 
le second point of time is no 
less comprehensive than the 
.e first point. Secondly, we are . 
ntroducing improyements and 

.. ..I jovating concepts, definitions 

and procedures. Our successive labour force 
estimates obtained from decennial censuses 
suffer from this because what we exactly 
mean by a worker goes on improving from 
census to census. Ihe innovative urges Of 
census authorities adversely affect the 
national income estimates. Yet the national 
income estimators have started following in 
their foot$tq)sand are introducing concep¬ 
tual and procedural improvements over a 
wide front making measurement of change 
extremely hazardous. And the measurement 
of change is difficult even without rampart 
innovations. As Morgenstem has illustrated 
in his book On the Accuracy cf Economic 
Observations, with an inherent error of 5 per 
cent in two annual estimates, a report«i 
annual change of 3 per cent could come up 
as anything between about -7 and -f 14 per 
cent 1^ virtue of these errors. Even granting 
some systematic errors affecting both years' 
estimates similarly, it would appear perverse 
to use improved methods and better data for 
the second year, if one's intention is to have 
a reasonable measure of the rate of change 
To assess the errors of estimates of this 
type; one could study the estimates of the 
same parameter based on two or more seu 



t dau, or one could analyse 

differences between the preliminary and 
pjlmai ftstimates. It is now customary in India 
the divergences of the former type 
V ttf eiton and omissions even when the two 
sets of data arc not completely independent 
and different procedures are used to get the 
estimates based on the two sets of data. As 
' judgment is used in the selection of data and 
; "procedures in the two variants, the discre- 
' jMncy depends partly on the judgment of the 
\ estimator.' Roy Choudhury has shown that 
the new series carry larger discrepancies of 
. this type than the old scries by working out 
the national accounts based on the former. 
Her findings are corroborated by the latest 
release NAS New Series: Base Year 
, 198MI (May 1988) presenting the national 
accounts. If this is a valid method of asses¬ 
sing errors, the old series could be considered 
as superior to the new one. But since the 
(fiscrepancies depend partly on judgment, 
one could at least conclude that the old 
series was estimated more carefully than the 
new series. 

Following the second procedure and 
treating the old series as preliminary and the 
,new series as final for the years 1980-81 to 
1983-86, ^or which both the series are 
available, the inherent differences have been 
used here to work out the error. This yields 
a margin of uncertainty of about 3 per cent 
for all the years for both NDP and per capita 
income in the new series. This should be a 
fair estimate as both the new and old series 
have been worked out with considerable care 
using almost similar conceptual frameworks. 
Since the error of a difference between two 
yean will be the square root of the sum of 
the squares of the errors for the two years, 
the o^er of the error of the differences will 
make many of the annual changes in NDP 
and per capita income in the new series 
sialisticaily insignificant, and one could only 
shudder when one thinks of Morgenstern's 
proposition in this context. 

II 

The Eatimalra 

While considering the estimates, we shall 
refer to the source of the new series as NAS 
(NS) which was published in February 1988 
as contrasted against NAS (OS) referring to 
the past publications presenting the old 
series. We have also nuide some use of NAS 
(NS-May), a subsequent publication on the 
new series. 

It is not possible to discuss all the 
discrepancies between the old and the new 
series in a short essay. *We shall, therefore, 
talk about only some of the points high¬ 
lighted in NAS (NS) in para 1.4. These are 
(i) inclusion of Sikkim, (ii) procedure of 
estimation of consumption of fixed capital, 
(ili) estimation of change in stocks, (iv) direct 
evaluation of paddy, (v) use of production 
daU on textUes for the estimation of added 
vahie and private consumption expenditure; 
(vl) the method of estimation of working 
force in certain sectors, (vii) the treatment 


of pensions of government employees, and 
(viii) the lo^s of government departmental 
enterprises. But only a few of these items will 
be treated in depth; the others only cursorily. 
For example, there is little point in Ulking 
about Sikkim. Also some general points 
have to be covered before entering into 
details. 

The new sources of information used in 
NAS (NS) include complete enumeration, 
sample surveys and departmental or institu¬ 
tional views based on data of uncertain 
quality. Thus the ministry of agriculture’s 
estimates of marketing charges, cost of 
cultivation of animal husbandry products 
cannot possibly be as good as the estimates 
of prtxiuction of forecast crops. But NAS 
(NS), is silent about the quality of these 
c-stimates. Why should the new marketing 
reports supply belter data than the old ones? 
Data supplied by various public and private 
organisations can be taken on trust only 
when we know how exactly the statistics have 
been obtained. For example; the readers 
could have been told how the number of 
architects have been obtained; from where 
the information comes is not quite relevant 
here. Coming to complete counts, the Indian 
censuses have amply demonstrated that they 
fail to measure decennial changes in labour 
force, and Indian sample surveys are prover¬ 
bially shy of measuring changes over time 
because of lack of full control. The earlier 
AIDIS threw up data on rural capital stock 
suggesting that agriculturally advanced 
states are indifferent users of capital, having 
much larger capital-output ratios than the 
other states. Possibly, there has been sub¬ 
sequent improvement, but it is hazardous to 
make use of survey estimates of stocks in 
India without examining their plausibility. 
It is clear that several new estimates have 
been used for NAS (NS) but there is no 
evidence that these are better than those used 
in the past. Thus the reader has not been told 
anywhere that the 1981 Census labour force 
estimates compare well with the 1971 infor¬ 
mation, that the recent sample survey 
estimates are more representative and sub¬ 
ject to smaller sampling errors than the 
earlier estimates, or that there are reasons 
to believe that the recent official guesses 
based on partial information are better than 
their past guesses. Consequently, while more 
data has been used for NAS (NS), there Is 
no evidence that better data have been used. 

It has been suted that the value figures 
in the old and new series are not comparable 
for 1981-82 to 1985-86 while their annual 
growth rates are (NAS-NS, para 1.7). The 
statement is not clear. Probably such com¬ 
parisons are inconvenient; but inconvenience 
is not meaninglessness. 

In national income estimation, it is always 
desirable to use a controlling total. The 
National Income Committee (NIQ used 
NDP at factor cost for this purpose. This 
place of honour has probably been given to 
GDP now. This has some justification on 
short period considerarions. But for long 
period considoations in a poor country. 


-NDP wemid have been the better cfiolce.' 
GOP after all is a duplicated total inclusive 
of costs of maintaining the capital intact. 

CONSUMPrioN OF Fixed Capital 

One could measure cither the consump¬ 
tion of fixed capital or the provision made 
for it. SNA seeks the former. Domar has 
written aflength on situations in which the 
provision could be more or less than the 
capital consumption itself. In India, most 
producers In the traditional sectors and 
general government do not make explicit 
provisions for the consumption of fixed 
capital. Some producers in the modern 
sectors, however, make such provisions, and 
it will be interesting to obtain an estimate 
of the provision and observe whether this 
fi^ls short of the actual capital consumption. 
Here also refinements are possible, and 
instead of the rates prescribed by the income 
tax authorities, one may ask producers how 
much they set apart annually for replacing 
the capital stock. 

Following the SNA, NAS (NS), however, 
seeks a measure of capitai consumption 
itself. This is a desirable though somewhat 
esoteric quest, for production activities in 
our traditional economy, rural and urban 
house property and public works such as 
dams, canals, roads and defence installa¬ 
tions. The concept of keeping capital intact 
is associated with production for profit; one 
has to ensure that the added value and profit 
are not at the expense of capital. But when 
there is no notion of profit or when there 
is no sale of output, the concept of keeping 
capital intact urges on the dubious. Assets 
constructed for such production can last 
very long with adequate outlays on repair 
and maintenance wldch is a labour intensive 
activity. This applies to many rural and some 
public activities. Even government buildings 
last long: the Writers’ Building in Calcutta 
is still there. Froip the economic angle, it.is 
important to ensure that there is adequate 
maintenance; and it does not help us to think 
that the replacement cost of the V^iters’ 
Building today is zero or less. One should 
also be able to measure accurately how (hr 
the loss in value of such assets gets compen¬ 
sated by inflationary rises of prices and 
wages. How could one inflate the value of 
an asset which did not hove a market value 
or used few components bought f)om 
markets? Price indicators based on market 
■prices need not apply to these cases. 

One cannot get a good estimate of fixed 
capital stock ta a country even when in¬ 
definitely long series of gross capital forma¬ 
tion are 8vidlabl& Them are four reasoi^ 8^ 
this. First, it is not possible to have a defoUM' 
strictly relevant for the vector of goqds and 
services repiresenting a particular ccmpoocnt 
of capital .formation. Second, the 0^ 
assets vector cannot possibly be baaed bn 
actual data. Third, the matchbig of 
vector vrith the vector of elements of 
assets has ro be arbitrary. And finsdiK it n 
not possible to take the aae of insets vieetnt 
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fixed-over , time because the entries in the 
vector will chance in a chancing economy 
and long lived assets can be replaced by 
short lived ones, and vice versa. In addition, 
it should be necessary to drop some entries 
and add new ones, depending on the shifting 
vintages of assets available with market.' 
Thus the estimates of fixed capital stock 
obtained from the series of rapital forma* 
(jon can be taken on trust only when they 
correspond to estimates based on direct 
evaluation of capital stock. This formidable 
task is beyond the capabilities of CSO right 
now. But before the perpetual inventory 
estimates were accepted, CSO could at least 
have checked that the two procedures give 
dimensionally similar estimates for some 
major items or some relatively homogeneous 
sectors. In addition, the procedure would 
remain of doubtful value tor really long lived 
assets. And finally, whenever a survey 
estimate of capital stock is used, one has to 
deal with a complex of assets of different 
ages at a point of time and their average 
after lives. 

The age vector of assets with different 
elements could have been taken at two or 
more points of time to avoid some of these 
difficulties. Normally, the share of long lived 
construction goes down and the share of 
short lived machinery and equipment goes 
up along with development. Due to this and 
some other reasons, the average age of assets 
could have been more earlier than in recent 
times. Thus the rate of capital consumption 
could have been lower in the past and 
somewhat higher now. Following this 
approach, and selecting age of assets vector 
at, say, two points of time; it would, perhaps, 
have been possible to match the new esti¬ 
mates of net capital formation and saving 
with the corresponding old estimates from 
1950-SI to middle sixties. When the value 
of stock is computed as the sum of the 
values of its future flow of services dis¬ 
counted at a given rate of interest, capital 
consumption in a year is the loss in value* 
of the stock during the year. When the pro¬ 
ductivity of an asset is assumed constant 
during its service life; capital consumption 
in this method is lower in earlier years and 
reaches a maximum on the final year of its 
life' This procedure js theoretically more 
satisfying than assuming that capi^ con¬ 
sumption follows a straightline rule and is 
identical for all the years of the life of an 
asset. A switching over to the discounted 
value definition of capital consumption 
could also help in explidning why capital 
consumption could have been lower in the 
past. (Sgecomments by John G Faucett on 
the paper by Young and Musgiave already 
died.) But this would have callntfor a level 
of craftsmanship which CSO prol^Iy lack. 
They have daimed dial thek recent estimates 
of various items of capital stock approxi¬ 
mate doady the rqylacment vatties. This is 
indeed an dml^ous dainu but why not 
duck it ftv soine items? 

This contumptfon of fixed ca^ul has 
|gg|M lap b^ ali^t 50 per; cent in the ne«r 


series. Had NDP been controlling total, it 
woiitd still have been possible to maintain 
the old series of NDP. net investment and 
saving approximately, attributing the entire 
inflation to GDP, gross investment and gross 
saving. This would not have been entirely 
realistic because the rates df saving in NAS 
(OS) appear to be ovmestimated since the 
middle sixties. A better procedure would 
have been to use two age vectors giving a 
plausible set of rates of saving from 19S0-SI 
to 1985-86 and avoid the violent break .in 
1980-81. As we have pointed out, a question 
of craftsmanship is involved here. After 
having examined all sorts of data of uneven 
quality, a good craftsman should produce 
a series that makes sense. National income 
estimation is not a complicated game of the 
type played by Hermann Hesse’s Magister 
Ludi. It requires a hypothetical grasp of 
macro-economics and the figures produced 
should have macro-economic plausibility. 

The so per cent rise in capital consump¬ 
tion is unevenly distributed between 18 in¬ 
dustrial sectors, the percentages ranging 
from -5 to plus infinity. The differences are 
such that it is diificuit to accept either the 
old or the new series of estimates of net 
capital formation. If the given differences 
are reckoned as possible margins of un¬ 
certainty. the overall margin works out at 
about 20 per cent if computed on the old 
series and 13 '4 per cent when the new series 
is taken as reference. From this, the error of 
a difference works out at Rs 2,267 crore, 
which makes the annual changes in the 
estimates of capital consumption in the new 
series statistically not different from one 
another. Thus the change of Rs 2,374 crore 
from 1980-81 to 1981-82 is just df the order 
of one standard deviation. The alternative 
to this is to accept the proposition that the 
entire work on capital consumption done for 
the old series lias no value what.soever. 

The substantial changes in the estimates 
of capita] consumption as well as certain 
other alterations have led to a situation in 
which even the directions of change between 
the old and new series in 1980-81 reversed 
in mote than a third of the 18 sectors 
distinguished depending on whether we take 
the GDP or NDP. This is undesirable 
because the estimates of capital consump¬ 
tion are somewhat hypothetical and do not 
depend on any current data. Combining the 
errors in the way we did for capital consump¬ 
tion. we get an overall error of about 4.4 per 
cent worked on the new estimate of GDP. 
This makes the overall difieience of Rs 8,678 
crore only 1.13 times the standard error of 
the difference. Thus the orders of sectoral 
differences between the old and new esti¬ 
mates of GDP iiflMfl-Sl are such that a 
stttistician could be indifterent in his choice 
between the two estimates. 

SECTORAL DIFFERENCES 

Some of the sectoral differences between 
the oht and new series are interesting. Only 
»tew ant discus^ below for lack of space: 


(i) In t>rinciple, it is desirable to draw up 
sector boundtuies in a way that nm only pr»' 
duction but also the workers w)io produce . 
are neatly compartmentalised. But due to the 
weakness of labour force estimates, this was. 
not considered feasible; and somewhat ftuojy 
sector boundaries were used when it was. 
thought that this would give a better estimate, 
of (he controlling total of national inconie; 
This was the logic behind accepting whole¬ 
sale prices in mandis for evaluation In 
agriculture. On this logic, evaluation of 
paddy instead of rice is unjustified. This 
would affect the long period comparability 
of the income series from 1950-51 to 1980-81, 
because extensive and comparable prices of 
paddy are unlikely to be available in 1950-51. 

(ii) And if CSO is so keen about matching 
sector outputs with workers engaged in the 
sector, they could think of including 
agriculturists and their children who gather 
farmwood for fuel and other purposes in the 
forestry sector. The tripling of NDP in 
forestry is a change in the right direction but 
forestry operat ions proper should have con-' 
(ributed to this multiplication of added 
value. 

(iii) White the contribution to GM* by 
electricity, gas and water supply in the new 
and old scies compares well for 1980-81, the. 
contribution to NDP reduces to about half 
in the new series. Such a change in a level 
due to some hypothetical calculations is 
unde.sirable. 

(iv) The contribution to NDP by real 
estates, etc, in the new series for 1980-81 is 
more than double that in the old series. Such 
a large change in an aggregate which is over-, 
whetmingly an imputed value and hence, 
cannot possibly be ba.sed on observation is 
undesirable. One may note that the present. 
.share of the sector is close to the one 
adopted by the National Income Commit¬ 
tee (NIC). In an earlier bout of introducing 
improvements, CSO scaled* down the share 
considerably in their Blue Book and the low 
share continued in NAS (OS). NAS (NS) has 
now accepted NIC’s finding. 

(v) In the early fifties, milk was con¬ 
sidered as the second most important single 
commodity lying between rice and wheat; 
today, the position may be difTerent—for 
example, one has to reckon with cotton 
cloth. But milk remains a crucially impor¬ 
tant commodity and one could be a little 
repetitive and ask whether the present 
e.stimau is based on as sound a method a^ 
we use for forecast crops? Is the estimate 
based on a sample survey? What is the 
sampling error of the estimate of the yield.. 
rate? How are the intercensal estimates of 
the number , of animals obtained? Whxt 
procedure is used for covering the states that 
are missed in the sample? If the surveys give 
estimates of the numto of animals, how do 
these compare with those based on censuief? 

(vi) Fdr the overalt cost of ratio in igri- 
culture as the production here is becoming 
more roundabout, one would expect the 
improved ratio to be higher. But the cost 
ratio in the new series is lower ilum that in 



ytricf. This is surprising. 

In the oM series, the unrecorded pro- 
of fltewood was taken as I/lOth of 
pS^teeorded production; now the ratio has 
scaled up by 100 times on the basis of 
•P^ studies. Aiso^ the real value of out- 
of firewood declined from Rs 2,119 crore 
^ fa MW O-hl to Rs 1,137 crore in 1985-86. Both 
L'ltte H dio n s are amusing, and they do not help 
.building up one's confidence in the 
.NMt^tea 

. The degree of upgrading in un- 

'ie|d*tcied manufacturing also does not 
cjqqpear convincing since no argument has 
. hs^ given suggesting why the new sources 
hre better. 

(ix) Similar remarks apply to upgrading 
in 'other services’. Reliance has been placed 
on the 1981 Census and some surveys. The 

'.'1971 and 1981 Censuses do not match and 
this perhaps dissuaded CSO from using 
. extrapolation, ^me survey estimates have 
been mentioned but we do not know how 
. precise these are The description of the pro- 
' cedure suggests that there is nothing in 
available material enabling one to measure 
the annual changes. 

(x) The material used for getting the level 
of activityin trading remains unsatisfactory. 
It is unlikely that the contribution of trade 
should be lovrer than that shown in the oid 
series. We have never tried to get the added 
value of trade seriously in India. When a 
whole agency supported by legislation was 
set up for catching organised manufactur- 
iiV, it was tiiought that trading income could 
be obtained by making use of multi-purpose 
sample surveys undertaken spasmodically. 
Manufacturers have known sites and are 
caster to catch; traders can carry on large 
business from innocuous offices. Further, 
both are ^ntrolled by influential people.* If 
we had spent as much effort and resources 
to get trading income as we did for organised 
manufacturing, the estimates of trading 
income would have been better today and 
the dimension of our parallel economy 
would perhaps have bem smaller. It is 
probable that we did not undertake censuses 
and sample lurveys of distribution sup¬ 
ported by requisite legislation because we did 
not want to put traders into inconvenience. 

The acurecates 

The consumption of fixed, capital in 
1980-81 according to the oid and hew 
series were respectively Rs 8,139 crore and 
lU 12,087 crore at cunmt prices. In 1983-86, 
the corresponding figures were Rs 17,486 
ciw and Rs 26,440 crore, showing that th^ 
respectively increased by 2.15 and 2.19 
Thus they had roughly the same rate of 
change. Likewise, the NDP went up 1^ 1.87 
and 1.88 times during the period accoiding 
to the old and new series respectively and 
tbeoesresponding national totab by 1.85 and 
1.86 times. Consequently, the elaborate ester- 
(be of obcainmg the new series did not afltet 
, the overall rate of change during the period, 
llw procedures, however, hwe raised the 
;«wrau GDP (at compared with the old 



series) by various percentages each year 
ranging from 7.6 to 9.3, and the correspon¬ 
ding percentages for NDP ranges from 4,6 
to 6.2. Surprisingly, these extremes relate 
respectively to 1980-Hl and 1981-82; the 
percentage inflation in subsequent years lies 
in the range given. This perhaps needs some 
explanation. Finally, despite tampering with 
the levels in several sectors, was it entirely 
accidental that the overall rates did not 
change perceptibly? 

It may be mentioned in passing that 
savings owned by foreigners cannot be a part 
of the national income. This also applies to 
the part of the added value of an enterprise 
or an economic agent which is a return of 
factors of production supplied by foreigners. 

As Cur rent price estimates are basic, they 
should be compared first for judging two 
sets of estimates. While it has been stated 
that deflation methods remain unchanged 
in all the sectors except general government, 
this is not strictly true because the nature 
of price miterial used changed in several 
sectors. The choice of consumer price index 
of industrial workers for deflation of general 
government activities implies that real pro¬ 
ductivity here is inversely related to con¬ 
sumer price level. 

The CSO has compared only the real 
annual changes between the two scries and 
these annual changes are subject to errors 
of both production and price information. 
As we have seen in the case of estimates at 
current prices, the overall rate of growth of 
real GDP also remains identical between the 
two scries. The rates of real changes in NNP 
and per capita income drop a little, but only 
marginally. The annual real changes ace, 
however, different between the two series, 
though they maintain a similarity insofar as 
the directions of changes are concerned. 
Thus, with the margins of error as they are, 
if the real rates of growth were our only 
desiderata, there is little to choose between 
the old and the new series. Some reasons 
given to explain the divergence between the 
two sets of figures arc, however, peculiar. 
How can the struaure of an economy 
change by a shift in the base year or by the 
use of improved methods and data? The 
structure is there and one could only 
measure it at different levels of precision. 

Coming to the expenditure‘aggregates, one 
should realise that it is possible to estimate 
capital formation and consumption expen¬ 
diture; with their breakdowns, at factor cost. 
These are more meaningful than the 
estimates at market prices for certain pur¬ 
poses because they remain uruffected by 
arbitrary imposition of indirect taxes. W^ 
measure the aggregate and breakdowns at 
market prices merely because it is easier to 
do sa 


other side, they had much less of furniture; 
etc, refrigerators, cooking and washing 
appliances, paper and stationery and 
transport equipment and transport services. 
The largely imputed item, gross rentals, etc, 
improved by 1.6 times while recreational and 
cultural services got multiplied by 4.4. The 
new series, as a result of these ups and 
downs, give a 'figure of overall private con¬ 
sumption in 1980-81 which is almost 10 per 
cent above that in the old series. Improve¬ 
ment in data and procedures appears to be 
a cheaper method of providing essential con¬ 
sumer goods than the improvement of pro¬ 
duction and distribution techniques. The 
UN international comparison project has 
almost tripled the dollar value of per capita 
national income in India just by using b^ter 
data and methods and the CSO perhaps is 
trying to learn the lesson. 

Coming to two mundane points, when the 
producer produces something and then con¬ 
sumes it, need the wastage involved be a 
deduction? Only at the production stage 
(which should include trading also), the 
paddy eaten away by birds or stored under¬ 
ground by field mice need be treated as non¬ 
production by national income estimators 
who do not have an ecological orientation 
and are not admirers of Fukuoka. Secondly, 
it is not clear whai is meant by taking 
account of gur for the first time; perhaps 
the implication is not that human beings and 
cattle should be treated similarly for private 
consumption. One vaguely recalls that there 
is a mention of gur as an animal feed in the 
reports of the NIC. 

There is some justification of treating 
communication cost as business expense 
even when it is incurred out of personal 
income; but unfortunately this is not accep¬ 
ted in national income estimation. The 
percentages of gross earnings of taxi drivers 
taken as expenditure of households in both 
the old and new series appear equally 
arbitrary. 

Some religious iastitutions may have high 
incomes and outlays. SNA, 1968 says little 
about transactions between households and 
private non-profit institutions. A consumer's 
transaction with a non-producer could be 
treated as a transfer. When a temple entry 
fee is paid, is it a consumer expenditure or 
an Intn-sector transfer? Such difficulties are 
obriated when one imputes a value of output 
produced in the temples, etc, independently, 
and treau them like general government 
following the SNA. 

The revision has led to a towering of tfade 
and transport margins of various manufac¬ 
tured goodi- It is difficult to coniidCT this 
as an improvement; chances are that thne 
margins have going up. 


By improving data and methods, it has 
been possible to provide private consumers 
in 1980-81 with about 30 per cent more of 
such iinportam consumer'goods as milk and 
milk poducts about 40 per cent more of 
ftielWDod, etc. and about 50 per cent more 
of glassware, ubieware and utenrils. On (he 


Cafiial Formation 

Surprisiti^, grou capital fonnatioa In 
the new series U of the same order mi thm 
in the old series. The only siAMtantia) rise 
is for the privgte corporate sector whpie 
GDCPgoes up by 43 per cent betfmj' 
old and new series. CSCk boimnmiadg^i 




; iinwrinidit^ iecies' 

' (afmott tt^i^Me). Why should an improve^ 
meiit lead to a taiyer margin of error? 
Secondly, can households as consumers have 
' stpeks or is the oitlfe change in stocks atiri- 
butahle to household enterprises? Need the 
paid up capital of a joint stock company 
have a close relation to its capital formation? 
If the substantial increase of gross capital 
formation in the private corporate sector is 
due to the use of a revised estimate of paid 
up capital now by the Reserve Bank of India 
(RBI), one could ask why something not 
closely connected with capital formation be 
allow^ to change it to a considerable extent. 
Sticking to the old estimates here would have 
reduced the overall error markedly and made 
it negligible even for the new series. CSO, 
however, warn that the proximity between 
the old and the new series for 1980-81 is 
accidentad and the divergences are larger in 
other years. The method used, despite the 
improvements, ensures that if the gross 
capital formation in the private corporate 
sector increases due to one reason or other, 
the households wilt have to be satisfied with 
a lower level not only of gross capital for¬ 
mation but also of gross savings. All that 
one could do about this is to sympathise 
with the households. 

Several surveys have been n\entioned while 
talking about gro.ss capital formation 
classified by industrial sectors. Surveys 
themselves should give some idea of the 
margins of errors involved, but perhaps these 
are either not available or not studied. The 
overall differences here between old and the 
new series are not large. But these are major 
sectors for whidt the differences between the 
two series range from -20 to +30 per cent. 
In fact the very small differences in some 
sectors appear somewhat suspicious. With 
the procedure of estimation replete with uses 
of subjective judgment, the avoidance of pro 
rata adjustment here in order that one 
should be strictly objective sounds somewhat 
hypocritical. 

Regarding inventories, we learn that 
agriailtural producers do not bold stocks of 
many important commodities. Could this be 
true for foodgrains? In the new method, the 
fact of consumption comes in and produc¬ 
ing households have to hold stocks to con¬ 
sume. Secondly, one may point out that any 
method using a diflerance suffers from the 
errors of the two figures providing the dif¬ 
ference. Finally, could a procedure like this 
catch the changes in trading and spMuiative 
stocks with dt facto free grain market 
operating all over the country? And in view 
of this, stock buildings dnd famines can 
occur simultaneously. 

Saving 

Some, considerations have already been 
given to theestlmates of wing. A few more 
points wiO be taken up hm In the new pto- 


ikeoriectfy i^^ 

in private corporate saving. One has only to 
recall tjiat direct taxes form a part of 
national income One could get reconciled 
with a stability of the share of household 
savings in physical assets in total savings in 
the recent past. Any method which results 
in its considerable fall is to be doubled on 
common sense considerations, and doubling 
of its magnitude between 1984-85 and 
1985-86 does not save the situation. This 
flow results from activities of numerous 
relatively small economic agents and need 
not have spasmodic fluctuations. 

Coming to a comparison of the old and 
new series of gross domestic savings, the 
difference in financial savings by households 
in 1983-84 between the two series is too large, 
making both the figures suspect. On the top 
of this, there is no compelling rea.son why 
the household savings in physical assets be 
so low during 1982-83 to 1^-85. In contrast 
the old series appears more plausible, it is 
granted that a procedural framework with 
considerable details has to be worked out for 
national income estimation and it has to be 
strictly adhered to. But the framework 
should be such that it yields plausible and 
realistic end results. Due to the choice of an 
inadequate framework, gross domestic 
savings in the new series shows considerable 
eccentricity at the .sectoral and some eccen¬ 
tricity even at the overall level. 

The new estimates of capiul consumption 
coupled with the new series of gross savings 
gives a set of annual sectoral figures of net 
savings which would confuse students of 
Indian economy. The household nnancial 
savings compare well between the old and 
new series (except for 1983-84) and their 
changes over time are plausible for both the 
series. Even the savings in the private 
corporate sector, while differing widely 
between the old and new series, show 
plausible trends. Savings in the public sector 
need not show a definite trend, but here the 
differences between the old and new series 
are alarmingly large, the old series showing 
positive shares in the total while the new 
series large dissavings. And we have already 
spoken about the household savings in 
physical assets. Structurally^ the old series 
in the recent part (1984-85,1985-86) indica¬ 
ted lhat some 10 per cent of the overall 
saving originated in the public and private 
corporate sector put together and. the test 
came from the household sector. The^hare 
of the government was somew.hat more than 
that of the corporations, and financial 
savings had a share somewhat higher than 
that of savings in physical assets within the 
household sector. Now for the same years, 
we are told that (iie public and private sector 
put together incur a net dissaving ranging 
from 6 to 9 per cent and the household 
sector now contributes 106 to 109 per cent 
Of national savings. From Qiartes Beiteiheim 
onwa^ we were uught that investments in 
d^eio|dng economies should largely occur 
ill ^terprises which produce suriAus for 


reinvestment, and foQowing tlirft pne^ ' 
much more planned investment now should’, 
go to the household sector and much less 
to public and private corporate sectors. But 
then one need not always believe in official 
statistics. There was some real reason'of 
reducing the high rate of saving exbilritedl^ 
the old scries since from middle sixties but 
this could have done by using a procedure 
that yielded more cogent figures. 

Coming to Tables 13 and 14 in NAS (NS), 
one may point .out that it is necessary to 
define the divisors, here. While ONP and 
GDP arc normally expressed at market 
prices, NDP (like national income) is often 
valued at factor cost. It is not possible to 
find out from the tables what actually has 
been done. 

Conclusion 

It has to be admitted, in conclusion, that 
CSO has made a tremendous effort in pro¬ 
ducing the new series with 1980-81 as bm ■ 
within a short time and they have made con¬ 
siderable use of new statistical material.. 
Further the men who produced the estimates 
have a thorough understanding of concepts 
and procedures involved in national income, 
estimation and their presenution of the 
perpetual inventory method compares well: 
with that by Young and Musgrave (‘Estirag-. 
(ion of Capital Stock in US’ NBER, S/ucficir 
in Income and Wealth, 'Vol 45, 1980). Vfcl 
they failed to evolve a procedural framework 
superior to the one used for the series witir 
1970-71 as base. This is partly due to the fact. 
that they are all specialists in produci^ 
numbers and not in using them to und^-' 
stand the economy, and reasonable maetp- 
economic aggregates and their series are 
obtained only when one produces thcm lo. 
exp^n the b^aviour of the economy. Rirtly 
also they suffered from the craze for innova¬ 
tion and interesting novelties were intro-' 
duced even when these affected the long 
period comparability. An improvement of a ’ 
national accounting information system 
covciing some 35 years like the one we had 
in India should yield a better system for the 
same period. The estimators could perhaps 
have produced such a system if they knew 
that this was what they were expected to do, 
But probably this was not the instruction, 
and despite some sectional improvements, 
they missed, at least partially, the wood for 
the farmland trees. 

, Notes 

1 III such ca$e\ judgment may be used in devi-. 
sing procedures to make the two estimates 
identical. This would have helped the user 
because‘‘discrepancy’ is not a concept in 
macro-economics. Also if an error is to be 
distributed, i he estimator will be able to do 
this better than the user, being able to guess 
better the error prone componmu. 

2 For example^ the assets used for rice-mUttng 
today are different from those used for hand 
founding in the past. 
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Myth of Corporate Culture and 
Industrialisation 

Arup Kumar Sen 


THIS critique is concerned with two aspects 
PtMN Ptuiini't article (£/>»; August 27)— 
Ul notion of leorpor^ culture^ and the pat¬ 
tern of taidustrialisation in colonia) India as 
ttaa been interpreted by him. The author has 
bravMed two notions of ^corporate culturet- 
» it gnieral sense it implies the culture that 
obtains in a corporation, in a marked sense, 
^ term refers to specinc culture which 
ntakes a corporatiem a corporate social en¬ 
tity. He further explains "In the context of 
the comparison between J^n and America 
both Japanese rmd American corporations 
can be said to possess distinct corporate 
cultures if the term is used in the general 
sense; In the marked sense; however, only the 
Jiq»nese corporations possess a corporate 
culture^ (M-87). 

When ^flned in a marked sense, the term 
carries by the vague meaning that some cor> 
poratioru (the Japanese) by virtue of posses¬ 
sion (the corporate culture) become a 
corporate social entity while others (the 
'American corporations) by the logic of non- 
posseuion fail to enjoy the status of social 
'enthy. The definition acquires a clear mean¬ 
ing. if we read it along with the following 
Statement made by the author; "... a 
modem corporation b really a collective en¬ 
trepreneurship venture and its success in the 
Jong run depends on a sense of solidarity 
mid trust among the participants. Japanese 
corporate culture; it it argued, promotes 
precisely r Jeh trust and solidarity. In con¬ 
trast, American corporations are supposed 
tb lack this sense of trust because of their 
highly individualistic ethos” (M-86). 

What the author has misconstrued as two 
notions of corporate culture are in fact two 
different modes of socialisation of the 
workforce in the process of industrialisation. 
Because of hb predilection for false notions 
of ^corporate culture' the author has failed 
to pen^ve that all corporations are social 
enUties irrespective of the nature of labour 
commitment. Why the Japanese worknr feeb 
hbnsdf more identified with the corporation 
in which he works than his American 
oounterpart b to be traced in the unique ^h 
fallowed by Japan In its capitalist industriali¬ 
sation. While stating that the success of a 
modem corporation "depends on a sense of 
solidarity a^ trust among the partkipants”, 
the author faib to $pedfy how thb solidarity 
b ensured in the corporation. It is to be 
noted in thb context that the management 
and the workers do not perceive the notion 
of ‘solidarity* from the homogeneous 
cultural plane. So how far the management 
will be able to draw the workers wi^n the 
orUt of ‘solidarity* depends on the extent 
to which the workers have aocqited the 
bourgeois notion of ‘work-ethto*. Thb 
l^tfanisation of the boutgeob concert of 


•work’tn the minds of the workers-in a par¬ 
ticular historical situation takes place not 
only within the workplace but also in the 
broad social milieu in which the workers live; 
Gramsci’s concept of ‘bourgeois hegemony’ 
over the 'civil society* is a relevant pointer 
to this mode of legitiinisation.' The 
author’s uncritical presentation of the notion 
of ^rporate culture* without understanding 
the process of legitimisation implied in it has 
simply become a myth-making exercise.^ 
Now let us turn to the Indian reality. 
While mentioning some works on industrial 
sociology^ the author says “Th^ show how 
primordial loyalties of cast^ nei^bourhood 
and religion are actively used to facilitate 
industrial growth. Therefore; modernisation 
in the Indian context involves not the dis¬ 
placement of tradition by modernity, but a 
reinterpretation of traditional values in the 
light of Indian experience of industrialisa¬ 
tion" (M-86). This flat statement using the 
notions of ‘tradition’ and *modemity’ does 
not help us in any way to undersu^ the 
‘Indian experience of industrialisation’. 
How the ‘primordial loyalties’ facilitated 
industrial growth has not been discussed by 
the author. It is an unsubstantiated asser¬ 
tion. The relevant question not asked by the 
author is: Why were primordial loyalties 
used in the process of India's industrialisa¬ 
tion for such a long period of time starting 
from its inception under colonial rule? 
The answer to this question will help us 
to understand the genesis - of industrial 
capitalism in India.'* 

Panini has made a fundamental error by 
assuming that "The managing agency was 
a firm which undertook to manage various 
business enterprises for a commission on die 
pronts, besides the extra charges it levied for 
other services it rendered" (M-87). It is a 
known fact that the principal mode of pay¬ 
ment to the managing agoits was not com¬ 
mission on profit. This was hinted at even 
by an economist of the 1930s who otherwise 
accepted the rationality of the system in the 
Indian context.’ Some later studies have 
noted that the managing agent’s remunera¬ 
tion was based on tlw output of the managed 
concern.^ Thb fact helps us to undentand 
the character of the IntUan entrepreneurs in 
the early phase of industrialisation. The 
notion of profit they had in mind was a mer¬ 
cantile on&^ Thb partly explains the reteir- 
tion of primordial loyalties in India’s 
industrialisation. But a fall explanation 
demands an understanding of the colonial 
situation in India in its totality. 

While describing the early history of 
Indian mtiepreneurs the author notes "Thus 
taking a rounded view of different family 
traditions ranging from the Birlas to the 
Iktas, it b possible to surmbe that the Indian 
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entrepreneurs responded in diverse creative 
ways to the impulses of industrialbation" 
(M-91 to M-92). Thb sUtement emphiuisei 
the dynamic role of Indian entreprenrars. 
But we should be cautious in inteipMing (he 
statement. In assessing the mode of improve¬ 
ment in the methods of production in some 
Indian industries during the period 1900-39, 
one expert in this field notes "these im^ 
provements took place in the context of a 
borrowed technology and a very narrow 
basis of technical personnel. There were no 
major technical improvements pioneered 
in India and applied to the solution of. 
industrial problems!'* 

Notea 

1 Gramsd defines ’civil society’ as an ensem¬ 
ble of organisms cmnmonly called ‘private. 
The social hegemony of the bourgeoisie is 
established by the ‘spontaneous’ consent 
given by the great masses of the population 
to the general direction imposed on social life 
by the dominant functional group (the 
bourgeoisie]: this consent b ’historically’ 
caused by the prestige (and consequent con¬ 
fidence) which the dominant group eiijoys 
because of its position and function in the 
world of production. SceGnunsci, Antonio, 
Selections from Prison Notebooks (London, 
1971), p 12. 

2 "Myth is a system of communication... it 
is a message’; "myth hides nothing: its func¬ 
tion is to distort, not to make disappeai^'. 
See Barthes Roland, Mythologks (Paladin 
Grafton Books, 1973), pp 109, 121. 

3 Sheib, N R, The Social Frarrmrotk of an 
Indian Factory (Manchester University 
Press, 1968) and Klass, Morton, From Field 
to Factory: Community Structure and In¬ 
dustrialisation in fiisi Benga/(Philadelphia, 
1978). 

4 A thought-provoking study of the jute 
industry trying to give an answer to the ques¬ 
tion is by Dipesh Chakrabarty. See his 
‘Employers, Government and the Jute 
Uibrkers of Calcutta, 1890-1940' in Subaltern 
Studies, Vol 2 (Oxford University Press, 
Delhi, 1983). 

3 ‘The managing agent geu profiu in a dual 
capacity. As a holder of a considerable 
amount of shares it b to hb interest tbst the 
company b efficiently managed and that 
dividends are aimually declared. But he b 
able to get in a number of other ways 
and receives commission on purchase and 
sale; on iasuiance, and thus b to a position 
to make money evro when the company b 
unable to dedare aqy profit”, Lduiuthan 
PS, Industrial Organtsatton in India 
(London, 1933) pp 33-36. 

6 '"During the Sixties {1860s] some significant 
changes took ptoce to the terms of the 
managing agency amtract. The most impor¬ 
tant of these changes wu to the method of 
temuneratkxi. The standard pattern nw was 
to charge a commission...'{on} yam and/ar 
doth produced to the ndU" Buni^ R St Jtbe 
df BiaineaCarporatloHS in India Upi-JSOO 

and Political Weekly Novogi^ ^ 



tVke nnnailng agenu and 
managns often depended on the'Output", 
Chakrabany, op eit, p 185. 




the capitaUtt notion of •prtflt’.'.The foUaw* 
tng cAnctyation Viy Itunsia antpiy bean out 
the mcicantUe connection of the mai^ng 


7 Since the nunaging agentt’ primary earning 
dut^-not related to the efficient running of 
the industrial concern so they were less 
bothered abotn cost-minimisaikm. They were 
rather interested in output-msuimisation by 
any means. The index of efficiency to the 
managing agents was the volume of output. 


THE time has come to deal with some root 
issues. There has been a long debate on the 
farmers’' movement in Economic and 
Political Weekly and Frontier in which 
Chctna Gala and myself have been involved. 
We had begun this—actually with a manu- 
> script circulated among various comrades 
and friends which was later published in an 
abridged form in Fronrier—with a limited 
focus on agrarian class structure and thus on 
the class character of Shetkari Sanghatana 
and other organisations of the ‘new peasant 
movement’. But other points have inevitably 
been seeping in, and now K Balagopal 
{EPW, S^tember 10) has firmly centred the 
debate on the major questions of defining 
the scope of revolution and the nature of 
various social revolutionary forces. 

This is good, but it necessitates a basic 
classiHcation of a couple of background 
points. One is that it should be stressed that 
we have addressed questions about Shetkari 
Sanghatana (and prior to this, about the 
nature of agrarian class structure) to various 
sections of the ‘left’—and not vice versa. The 
reason is obviously that we have different 
kinds of expectations from what is basically 
a mass organisation/movement than from 
those we have of Marxist intellectuals and 
communist activists. It should be noted that 
there are many who question even this; in 
the words of a feminist friend, "Wly are you 
so disappointed that the ’left’ has not done 
this or that? Why did you ever expect the 
left to provide leadership anyway?" But we 
did, because it is the left that has always had 
some kind of unifying vision and made an 
eflbrt to build an ovendl revolutionary move¬ 
ment based on a scientific analysis of the 
total eeality. The really basic question today 
is whether this expecution is still justified. 

A second point to note is that the debate 
about the nature of the farmers’ movement 
is only one in a long series of debates that 
have arisen on the left as a result of the waves 
of the new movements—debates on issues 
of egste; gender, ecology. 1 at least have been 
involved in such debates from very early. 
There has been a tendency for some circles 
to react to this latest roui^ on the issue of 
peasants with, “this time Gail has gone too 
far". In fact it is reality that is pushing us 
so fin* and it will push us farther yet. Neyer- 
thetess^ there is a gdod deal of unevenness 
thrmiijtoiit India on these issues. For most 


agents;.. then is no doubt that durirtgthe 
nineteenth century the bait of ^ential 
profits from a managing agency impelled 
many merchants to start cotton, tea and jute 
companies", Rungta R S. op cit, p 253. 

8 Bagchi, Amiya Kumar, Private Investment 
in India 1900-39 (Cambridge Univ^sity 


of our comrades many of the debates are 
now settled in the sense that there is at least 
a widespread agreement that communists 
have to do some serious rethinking on 
the issue of caste, patriarchy, etc. lb my 
knowledge this is also true of a very wide 
mass of younger activists throughout India, 
including those within every group and 
party. Some communist-led organisations 
are indeed responding to this—we might 
note some important stands taken in IPPs 
last conference in Delhi, the recognition of 
the need for fighting ‘brahmanism’, the 
recognition of the 'new social movements’ 
as a major force in creating a national alter¬ 
native Nevertheless, most of the parly 
leaderships and most of the leading Marxist 
intellectuals tend to be much more backward 
on such issues, to put it bluntly, than even 
the social strata from which the masses of 
their activists are drawn. 

So what is the basic point? Balagopal has 
quoted a Hindi song, “neither a field nor 
a plot but the whole world!’’. But there is 
nowhere in his reasoned and passionate 
analysis a hint that for dalits .the 'whole 
world’ and the process of attaining it 
requires a clear struggle against the caste 
system; that for women it requires the 
establishment of new man-woman relations 
and a battle against the various forms of 
patriarchy. There is no hint that the ‘pro¬ 
blems of the rural poor’ are not simply land, 
water and work but also caste divisions, un- 
touchability, patriarchy. He writes that the 
problems of the *midale peasants’ are 
drought and water rather than prices—but 
there is no hint that these are also problems 
for the rural poor and that diis r^uires some 
serious rethinking on environmental issues. 
For Balagopal, the issues of women and 
dalits ne^ not be mentioned in describing 
the ‘essence of the agrarian revolution’ 
because they are obviously considered subor¬ 
dinate, non-essential issues which will be 
solved, if not automatkaliy, with just a little 
extra ‘class struggled Balagopal writes that 
his is not envisaged simply as a revolution 
'against capital’, but in fact his formuluton 
is limited to the issues of property and its 
rlistribution and the use of economic 
resources-to be taken over by an undif¬ 
ferentiated ‘rural poor* whose constitution 
and whose rdations to its leadership is con¬ 
sidered unproblematic. It is as if the da|it 


ram^At. wotqenli.fttqvinneiii. 
memal movements had never occutredi VIk 
in {act as the Chinese and Husridnnsnte-' 
lions and the events of the last foitytosevOn- - - 
ty years had never occurred. 

So what are we to think about aU of tblsl 
We are back to formulae—and at a time . 
when the ‘new sociid movements’ are 
reaching the point where their masg 
character and thdr ability to throw up think¬ 
ing. debating activists is constituting them 
as forces whose capacity to ask questions of 
the communist left is outweighing the left’s 
capacity to question them. 

Why is it that in Andhra today—in the 
land of the Tbiengana revolt, where com¬ 
munists had eme^ed by the 1950.s as the 
strongest oppositional force—the popular 
appeal of Marxism has sunk to a low point 
and then is hardly any mass movement 
worth speaking of except perhaps that of 
dalits? This did not happen in previous 
histories of state repression. Why is it ths& 
the section of peasants who were once . 
classed as ‘dominant caste’ Reddis are now 
mobilising themselves as ‘kapus’? Isn’t it 
time for the left to give a more serious ' 
consideration to these issues of caste? 

And this requires something more than 
mention of the issue and work among the 
most exploited sections of dalits and tribals.. 
Naxalites have always claimed to have been 
especially based among dalits and the runt 
poor, and dalits will always have something - 
of a soft spot for them on this basis. Never¬ 
theless, they have reason to think that 
Ambedkar’s movement has done more ftsr 
terms—than the entire communist trend,. 
terms— than the entire communist tiAend, 
historicaily. Probably it is necessary to.be 
a bit specific on this. That Ambedkar’s 
Independent Labour Party led the biggest 
land struggle in Maharashtra before 
independence (uniting Mahar and KunW 
peasants against the khoti .system in the 
Konkan); that Ambedkar’s campaign against 
the ‘Mahar Watan’ begun in the \9t0i (deal¬ 
ing with the specific form of ‘vethbMar’ in 
Maharashtra; that vethbegar everywhere In 
India takes caste-specific forms also has 
been somewhat neglected) was more effec¬ 
tive in the degree to which it could free dalits 
from this form of slavery than the cam¬ 
paigns of Kisan Sabhas elsewhere; that lend 
struggles of dalits in the form of efforts to 
claim forest and waste land also go ^k to 
the 192 (k and have come mainly'in the 
leadership of this movement or in spon¬ 
taneous processes; that the Republican 
Party-led land satyagrahas of I9S6 and I96S 
were the largest in India as a whole in the 
pre-1968 post-independence period—all of 
these are facts neglected by the offldnl 
histories of the Kisan Sabhas and are largely 
lacking from even Marxist academic con- 
scicusness, but they are nevertheless facts. 
Thera is'also some reason to think that, 
whatever the problems with his theoretical 
and historical writing, Ambedkar had at 
least as correct and consistent a political 
strategy as the checkered history of the 
Indian communists has produced. Dalits 
hawe every light to demand that communists 
not simply take pride in leading their strug- 
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Press, 1972: Indian edition, 1975), p 442. 

Analysing Capitalism, Defining Revolution 
Dalits, Women and Peasants 

Gail Omvedt 




wt jividttibn aiiid nc^ odiy 
V ^ movements and theoris- 

^jpit part ort1wb/H>ur’ tradition. Only then 
pmTHhiHrs' bcconte 'oun'. lb put it another 
only when communists recognise 
'llAmbgdkar as something more than a ‘petty 
;,|wwteoU' democratic revolutionary* will 
.'‘Ipie daiit movement begin to recognise 
! I^Oinawnism as something more than 
^hfthfflocdmm unism*. 

\isSUBS RAtSED BY WOMEN'S MoVEMLNI 

And what of the issues raised by the 
f women’s movement? Did the left even pay 
; serious attention to these until women had 
. themselves forced the issue in some way? 

. Can women in Hyderabad today raise the 
^Qnestion of what happened to women par¬ 
ticipants in the Iblagana uprising without 
b^ng classed as ‘bourgeois feminists* by all 
"the friends of Balagopal? Cheina and I had 
begun our rethinking on the peasant move¬ 
ment with our experience of the Shetkari 
Sanghatana women’s session at Chandwad— 

. «Mcb provided an occasion for various 
Marxists to charge that we were letting our 
'feminism’ influence our entire persi^ctive. 
But there is no reason for apologising for 
Judging any struggle or any perspective on 
revolution in terms of what it offers for half 
the population —who constil ute the poorest 
and the most exploited. 

Again let us go to a few facts. Studies for 
example, show that while women agri- 
. cultural labourers earn about half of what 
men do, they contribute slightly more to 
total household rapenses—not to speak of 
tMr unpaid hou^old labour and child care 
{ike Sardamoni and Mencher on ‘Women in 
Rke Production in Kerala, Bengal and Ihmii 
Nadu’). Of course wc do not teally need 
academic studies to show that men spend a 
good pbrtion of their earnings on tea, 
dgarettes, and liquor and an occasional 
mutton dinner while women—eicept perhaps 
a bit of oil for their hair—give almost ail 
their earnings to the household. Further, 
even landless agricultural labourers have 
houses of some kind; and even the smallest 
and most hqmble hut is in the hands of the 
man and not the woman (the only exceptions 
I know of are in tribal areas where one can 
find women building their own homes; there, 
however are other ways to keep women 
down, for example the witch-hunts). And 
these men are quite ready to exert this power 
of property by saiding their wives aw^r; The 
common MarathUerm for this is ‘throwing 
them awjqr\ and the nnmber of such ‘thrown 
•way’ or divorced/deserted women (from all 
sections, agricultural labourers on up, and 
from all castes and religious communities) 
is increasing by leaps and bounds in India 
today. Their situation is a dear evidence of 
the way in which the patriarchal kinship 
structure renders women as women landless 
and homeless. Ciui thew issues be called 
secondary or 'bourgeois feminist’ by any 
stretch of the terms? Are we gdng to have 
to wait for another Chinese-type revolution 
to show that even under collectivisation, the 
survival of a patriUnear/pairilocal family 
structure means a continuing preference for 


. female itifantickle? 

Balagopal writes of the margihalised, 
claiming that “by a strange paradox, what 
does not interest capiul does not interest its 
opponents citlicr". But it is the women’s 
movement not the communist movement 
that has raisexi the issue of ‘non-wage labour’ 
and subsistence production and its relation 
to the accumulation of capital. (See, for 
instance, Maria Mies, Patriarchy and 
Accumulation on a World Scale.) Feminists 
have never though that “you have to be sub¬ 
sumed by capital to become a human being’’. 
But Balagopal doe.s not apparently consider 
the women’s movement to be a movement 
against capital and the slate, or its writings 
and iheori.sing to be pari of what is 
necessary to take into account for revolu¬ 
tionary activity. There is of course a majonly 
left consensus about this. It is a pity—for 
the left. For the women’s movement, of 
course, (with all its internal debates, varying 
trends, limitations; with all the dominance 
of urban, middle^lass, upper-caste ‘bourgeois 
feminists’ in it—no greater of course than 
the dominance of urban, middle-class, 
upper-castes, etc, in the left or working class 
movements) the great tasks of developing 
theory and organisation remain, it does 
seem clear that neither the left nor any of 
the social movements will really give priority 
to the needs of women in defining revolu¬ 
tion until women organise themselves with 
some kind of autonomous power inside and 
outside of all the existing popular move¬ 
ments and organisations. 

lb return to ‘middle peasants', Balagopal 
asks whether they want their share of the 
‘whole world*. The answer, of course,i$ that 
like the majority of people in all movements 
they want first of all their share; remu¬ 
nerative prices-like wage demands—is an 
immediate economic demand. We suspect 
that the majority of the ‘rural poor’ as 
Balagopal defines them are also in the strug¬ 
gles they are in for immediate economic and 
human survival. The question obviously is 
how a leadership links these issues to the 
struggle for the ‘whole world’. Where the real 
doubts of many of us come in, however, is 
in regard to the assumed vanguard of revolu¬ 
tion, the factory-based industrial proletariat. 
It would seem that this largely male, upper 
middle caste section has at least some im¬ 
mediate interests running.counter to the 
revolutionary process— interests in main¬ 
taining bask^ty destructive^ even outmoded 
forms of production (the defence industry, 
nuclear industries, large parts of the 
chemical industry) which provide them jobs; 
interests in assuring the 'inheritance' of their 
employment to th^ upper and middle caste 
sons. Their involvement in movements in 
recent years would seem to indicate that they 
mainly aim to increase their shara This does 
not mean that we consider this section 
of toilers counter-revdutlonary or non- 
revolutionary; only that it is harder and 
harder to see them as a ‘vanguard’. But the 
problem here is not simply ours; it is 
Balagopal's as well and he has been silent 
on this in his deHnltion of revolution. In 
t^s of his criterion for an Irreconcilable 
conflict with the system* (“because the 


shown tbat the systsrt it; 
meeting the needs'of the rbnl 'pooc*%; ine 
worldng class in the organised sector does 
not have such a conflict. The Naxalite move¬ 
ment has been charactoised for its focus on 
building a revolutionary movement among 
the rural poor and iu neglect of organi^ 
industrial workers—though this has nem 
been reflected in the rhetoric of party pro¬ 
grammes, it appears again and again in 
Balagopal's comments regarding the rural 
poor and capital. 

Well, in Balagopal’s view is the industrial 
proletariat revolutionary or not? Should 
struggles for higher wages be treated as 
privileged when struggles for prices are not? 
And if so, why? How do struggles for higher 
wages lead to the expropritation of capital 
if struggles for higher prices or other 
economic struggles do not? How docs 
gaining a few acres of land lead to the ex-t 
propriation of capital? Obviously Balagopal 
will tell us that they have to be oriented to 
smashing state power; but there is no satis¬ 
factory answer as to how any of these im¬ 
mediate struggles or how the heroism of 
bands of guerrillas fighting the state can 
lead to that. 

In regard to various types of peasants, 
Balagopal sees only maiginalised, dry-land 
peasants as exploited: peasants involved in 
the market system and dependent on fer- 
tili.scrs/pesticides/elcctricity, etc, arc seen 
only as ‘well-endowed’ peasants who accor¬ 
ding to him have no contradiction with 
capital. Now, either there is a double stan¬ 
dard operating here-workers in highly 
technological modern industries may be 
exploited, but peasant/farmers involved in 
‘higher’ agricultural technologies arc not 
exploited—or else Balagopal, like most 
traditional Marxists, continues to see 
exploitation only through property owner¬ 
ship. and capitalist exploitation only as the 
exploitation of wage labour. This is perhaps 
the basic point of difference, for we would 
vgue that the contradiction between capital 
and labour is not simply the contradiction 
between capital and wage labour; that from 
the very be^nning capital accumulation has 
taken place through the exploitation of wage 
labour and of labour going into produce 
sold in the market (‘petty commodity pro¬ 
duction') and of subsistence labour, and that 
it has mule use of and revised, rather than 
abolish, already existing forms of caste and 
patriarchal exploitafion and oppression. 

Ibiling peasants, women, ddits are not 
‘marginalised by capital’; their Mood, sweat 
and tears (their labour power) have been cen¬ 
tral to the accumulation oT capital. They 
have been marginalised by the categories of 
the traditional left. The rise of the peasant’s 
movonent represents simply the latest exam¬ 
ple of a group diat has been neglected by 
the Marxist left (partly) because their 
exploitation fits neither into a conventional 
model of ‘feudalism* nor one of \»pitalism’. 
And it can be predicted, consistent with the 
experiences of dalits and women, that their 
exploitation/oppression will not be in¬ 
tegrated into left theory and practice until 
their own movement forces ft there;,-or until 
they themselves recreate the left. 
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‘JAIKISAAN 


V" 


The force that turns 
green... to gold. 

There was a time when the 
land was unyielding, the 
granaries far from full. Today, 
the country is progressing 
from a green to a golden 
future- thanks to modern 
farming technology and the 
untiring efforts of the'kisaan. 

Zuari has been in the 
forefront, lending a helping 
hand to the agricultural 
revolution, with Jai Kisaan 
M high-analysis fertilisers 
V of the finest quality. 



JAI KISAAN” 


- Rendering advisory 
service to the farmers to get 
the best out of their lands. 

- Making farming not only 
profitable but enjoyable too. 
For Zuari, it is more than a 
commitment- it is a way of life. 



Zuari Agio Chemicals Ltd. 

Jat Kisaan Shawan. Zuannagar. Goa 403 726. 



Promoters of 


Aravali Fertilisers Ltd., 

. Sawai Madhopur, Rajasthan. 



KidSrtMaiir Lower Rtfel, Bombay 400<n3 
Jlatd.Boli*iH«lOSI. 
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The computer Is very much a part of 
present day life 

And In the future (and l^ that we 
mean just a few years) the computer 
will be indispensable Eveiythl^ but 
evciythiiifi will be on the computer 
Don t you think your child should own 
one’ Now’ 

To help you glw your child a computer, 
SBI has intrrauced a computer loan 
scheme (You can use it too or get one 
for yourself) 

You can avail of this scheme if 

— You are a permanent employee of 
the Government, or a public sector 
undertaking or a corporation, or a 
private sector organisation or a 
professional, or self-emploved, with a 
minimum of 5 years’servloe/standing 

— You have a minimum net income of 
Rs 2,000/- p m 

You can ftt Rs lO.OOW- or 80% of the 
coat of a nome computer — whichever 
iakiwar. 


In case you need a larger loan for a 
personrd computer, you can get a loan 
up to Rs 1 lakh or 8 times your 
monthly net income, whichever Is 
lower, under our Buy Scheme 
If, however, you are not eligible under 
either of these schemes you can Join 
our Small Savings — Big Purohase 
Scheme which requires you to open 
a Recurring Deposit account On 
maturity m the account you can get 
a matching loan to buy a computei 
Hie sdude world is advanclitf towmds 
a hi^ity computerised age We, at SBI 
want your child to be In step 
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Class aiid Commimalism 

In Indian politics today, marked by the coming together of a 
techno-managerial elite anxious to be integrated into a global 
capitalist framewcM-k' and a majority diauvinist ideology, class 
antagonisms against the poor convwge svith a communal 
approach to tltt minorities. 2SS9 

Federal Finance and Regional Disparities 

The mechanism of federal flnance in our country has made little 
difference to the sharp re^onal disparities and the trend towards 
their accentuation. What is called for is a totally different 
approach in tax dePolution combined with a marked step up 
in grants. How does the First Award of the Ninth Finan« 
Commission measure up against this central task? 2593 


UN Wins a Friend 

‘We ate on the brink of the abyss, 
let’s take a bold step forward! 
Unfortunately, this often heard 
mad advice is more than a cruel joke: 
However, Mikhail Gorbachev’s 
proposals to strengthen the United 
Nations to deal with the growing 
east-west, north-south and other 
conflicts is a sane step back 
in the right direction. 2575 


New Images 

Are the changing media images of 
women, in the Esublithment*s 
efforts to promote family 
planning, in tune with the 
aspiradons of the women’s 
movement? 2571 

Nationally and internationally for 
four years Raiiv Gandhi has been 
idoitined with the affluent middle 
class to whose lifestyle he has 
brought a glitter of imported 
technologies. For him now, in m 
election year, to change that 
identity and build a new coalition 
of youth, women and the poor is 
once again a manifestation of his 
weakness far the romantic 
drama in politics. 2563 


iWdbiUty amoaig Poor 

A* study of occupational patterns 
and* mobility among pavement 
dwdlers in Calcutta brings out the 
existence of several segmented 
markets in the city’s informal 
sector. While the segmenu are not 
necessarily impermeable^ usually 
access is dependent on contact and 
on acceptability by dominant 
groups controlling access 
routes. 2602 


RMction at 'Work 

After replacing the dected 
panduQiau and municipalities with 
nominated bodies headM by 
bumucrats, the CongressTUJS 
government in IkhxtFa has now 
trained its guns on the co-operatives 
and one of the math casuidties has 
been the worker co-operatives 
whfeh have been suecesifulty 
rumiiag tea estates. 2566 


Environment: Frtenda 
and Foes 

Three distinct strands can be 
identified in the envi.roiunental 
movemcm in India, but this 
ideological pluralism 
strcngtbois the movement. 2571 

While the environmental losses as 
a result of the Sardar Sarovar 
Project and the Narmada Sagar 
Project together have been put at 
Rs 40,000 crore, the benefits In 
terms of expansion of irrigation 
will flow to the already developed 
paru of Gujarat, furtim 
accentuating regional 
imbalances. 2579 

A critical look at a bruiting 
attempt to sanitise and depoUtidse 
the Union Carbide gas 
disaster in Bhopal. 25B6 


Nation and Class in 
Afirica 

Religious, tribal, regional and 
ethnic affinities in the 
traditional/transitional social 
formations of Africa have proved 
significant enough to d»cure the 
rise of class consdousness. 

A review aitidc 25S2 

In Africa there are many minority 
communities, entrapped within Uie 
artificial boundaries created by the 
colonial powers, which are stiU 
strug^ing for some kind of 
national identity. Often those in 
power are as much cthidcally 
based as the struggling minorities 
in opposition and the left rhetoric 
of those in power confuses outride 
observers as to the true nature of 
the struggles being waged in 
these countries. 2605 


VicUmo of 1984 

Any attempt to trace the course of 
the lost battle of the victims of 
the oeganUed massacre of Sikhs in 
Ddhi in 1984 may not be of much 
use to them now. But it will be 
usefiil to those concerned 
with our polity. 2560 









^iSprTEftS TO EDITOR 

S and T Journals 

' THIS is with refeivnce to DM's note ‘Falling 
vSlCk on Authoritarian Control* (September 
' 10). The apprehensions expressed and the 
alarm sounded by DM appear, at least 
' partly, due to a gross unfamiliarity with the 
'.subject of discussion, vir, the state of our 
.S and T journals. Our organisation has been 
, systematically highlighting this is.suc through 
the pages of the PPST BuUeiin since 
June I9S7. lb recapitulate the central points: 
(a) Like academies, associations, confer¬ 
ences, etc, S and T journals constitute a vital 
Institution that defines an S and T com- 
. munity with a distinct national identity, and 
reflects as well as influences the course of 
itS'progress. Our neglect of this institution 
has been one of the reasons for our not 
^ having evolved an S and T community with 
a distinct national identity, (b) The rather 
poor standing and prestige that our S and T 
journals have today (internationally as well 
as hatlpnally) is not because the content and 
output of our S and T activity b as such so 
poori it is because we ourselves, as a com¬ 
munity, do not support them by sending the 
{^ better part of our research findings to them, 
•bn editing and producing them with care, 
dmtion and punctuality, by reading them 
and referring to them as much as possible, 
etc Observe that, in 1973, we produced over 
4,000 papers in foreign journals that enjoyed 
an impact factor of about 3 while our own 
joumab languished with a figure of 1.1. The 
ease.here ig one of mr scientists foresaking 
the interests of ourS and T community as 
such and attending only to individual 
interests .and prestige Vague notions about 
the alleged internationalism of S and T have 
also contributed to this situation, (c) The 
question b not essentially one of limitations 
of resources, facilities, etc. Even at a time 
(during the period 1930-d0) when these wen 
much poorer, our S and T journals enjoyed 
much better standing, both internationally 
as well as nationally. The present situation 
can be improved dramatically if only the 
S and T community shows the desire and the 
discipline needed. 

Now to come to the three specific sugges¬ 
tions that DM found highly compromising 
and authoritarian. The first one was that we 
oisure that a set of our journals ate reached 
to the major centres of research ail over the 
wwld. Thb U to allay the feats of our scien¬ 
tists that by puMishitig in our journals, their 
work may not attract the attention of their 
peers internationally. It is not obvious what 
great harm will follow from this step. The 
next idea was that in the process of a major 
revamping of our S and T journals, if some 
of them are found to be beyond redemption 
and recovery, then we miqr even think of 
terminating them. (And equally, new 
journals may have to be started wherever it 
is found necessary and feasible.) Considcr- 
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ing that our S and T journals are to a large 
extent subsidised from public finances, it is 
not cleai what the alarm is about. For one 
thing, it is the practice throughout the world 
that, depending on the performance as well 
as the needs, some old journals are wound 
up and some new ones are ctarted. Secondly, 
to insist that nothing be done unless we can 
ensure that alt the journals would be sup¬ 
ported and strengthened equally, b to ensure 
that nothing docs actually get done to alter 
the exbting pitiable scenaria And in the pro¬ 
cess of such a transformation taking place 
if the PPSJ BuUetiK\ot the Economic and 
Political Weekly) has to be closed down, we 
do not consider that to be the greatest 
calamity that could befall our S and T 
community. 

The third point that DM found out¬ 
rageous was the suggestion that our scien¬ 
tists be allowed to send their papers to 
foreign journals only if there is no suitable 
Indian journal availably for their publica¬ 
tion. This is indeed very strange,'to say the 
least. Here is a community that is almost 
entirely supported from the public exchequer 
and which insists that its members, indi¬ 
vidually, be given total freedom to decide 
what to do with the outcome of their work. 
DM may be blissfully unaware of all the talk, 
the world over, about information and 
knowledge being a vital resource for develop¬ 
ment. Output of original scientife research 
is the essential resource needed to develop 
and sustain the institution of S and T jour¬ 
nals. There can be no question that this 
resource be allowed to be taken away from 
this country unchecked at such an enormous 
cost to our own journals. No country in the 
world has built up its S and T journals 
without ensuring that the bulk of its research 
output is made available to them. If the par¬ 
ticular suggestion that was made is not con¬ 
sidered palatable, then it must be spelt out 
as to what other ways are available to bring 
about the desired results. The issue can no 
more be evaded with cries of ‘authoritaria¬ 
nism’, 'violation of academic freedom’, etc. 

We seem to be perfectly comfortable with 
eternally lamenting about our conditions 
without ever wanting to do anything that 
disturbs the present arrangement. Fine- 
tuning one’s understanding of “political and 
socW structures, forces of production and 
capital...’’, etc. appears to have become so 
pleasurable and rewarding an enterprise that 
it seems to have obviated the need to do 
anything about the situation that one is con¬ 
fronted with. However ‘wdl meaning’ DM’s 
intentions may be, the position that DM 
advocates (in the name (A freedom, equality; 
democracy, etc. no doubt) serves only the 
defenders of the status quo. 

C N Krishnan 

PPST Foundation, 

Madras. 




Arrest on False Charges 

THE Revolutionary Centre of Punjab 
strongly condemns the illegal arrest of a 
Punjabi cultural activist and reyoludanary 
democrat, Amarjeet Singh Sohi, by BHur 
police. Amarjeet Sohi is a dynamic youth 
living in village Banbhora in district 
Sangrur. He had settled in Canada few yean 
back and is now a convenor of Puqjabi 
Literary Association, Edmonton, Canada. 
Six months back he came to India and 
associated himself with the activities of 
Revolutionary Centre; Punjab, and Associa¬ 
tion for Democratic Ri^ts. Puhjab: 

Amarjeet Sohi had gone to Bihar to 
attend the inaugural conference of the Lok 
Sangram Mocha, Bihar, as a fraternal 
delegate along with some other activists of 
the centre. Bihar has been a nerve-centre of 
revolutionary peasant movement since long. 
Amarjeet Sohi, who was likely to return to 
Canada next month, was keenly interested 
to know the situation of strug^ing Bihar 
and, therefore, he stayed back after the con¬ 
ference. Sohi had no other motive, secret or 
otherwise, than to study the acute class and 
caste problems in Bihar. So he had nothing 
'rise but a bag containing clothes, a camera 
and some literary books. 

The Revolutionary Centre strongly refutes 
the charges levelled against Sohi by tiie Bihar 
police chief at his press conference. The story 
of recoveringa .303 rifle and some cartridges 
from him is totally false and fabricated with 
a motive to defame the peasant movement 
and iu sympathisers throu^out the country. 

The Revolutionary Centre feels concerned 
with this incident for another reason alsa 
The Sikh fundamenbdists are preaching day' 
and night that Sikhs are not safe elsewhere 
in India and are being treated as second class 
citizens. Now these acts of the government 
arc giving weight to these charges and hdp- 
ing the Sikh fundamentalists to wean awi^ 
the Sikh masses from the national 
mainstream. 

The Bihar police want to isolate tiie just 
.and democratic peasant struggle being 
waged in the rural areas of Bihar ftom the 
democratic forces of lixtia and their support 
It is trying to warn the democratic forces and 
to teach la leuon’ to th«n for ‘the criminal 
act’ of supporting a just struggle; 

The Revolutionary Centte appeab to all 
democrats and lewriutionaries comntitted to 
any politics and ideoltw to rise against (he 
repression campaign let loose by the Bihar 
police on the peasants ami to donand the 
immediate rrieasc of Amarjeet Sohi and the 
withdrawal of the false cases. 

Narbhinder Sinoh 
R evolutionary Centre, 

Punjab. 
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Towards a Solution 


T he recoit talks between the Afghan mujahideens and a 
Soviet delegation in Islamabad—the first of its kind 
during the last nine years since the Soviet armed intervention 
in Afghanistan—have been greeted with cautious optimism 
by the people of Mdstan. From Peshawar in the north-west, 
bordering the war-tom Afghanistan, down to Karachi in the 
south, th^ have been racked fm the last several years by the 
ills of the ‘kalashnikov and heroin culture' that had been 
introduced by the so-called Afghan freedom-fightm. Both 
the Afghan mujahideen top brass and thdr follownrs 
camping in Peshawar, and the Pdcistan army generals who 
had been aiding them with arms, have develcnred stakes 
in the continuation of the strife in Afghanistan, thanks 
to the enormous amount of cash involved in the arms- 
heroin trade 

The Islamabad talks have concluded with the decision to 
hold another round of negotiations at Jeddah in Saudi 
Arabia very soon. The Afi^han mujahideen team will be led 
by the chairman of the seven-party alliance; Burhanuddin 
Rabbani, and among others, Abdul Qadeer Keiiyab; who is 
regarded as the right hand man of Oulabdin Hekmatyar, die 
fanatic Islamic ftindamentalist who leads the Hesb-l-lslami 
group in the mujahideen alliance Heknuttyar had been 
opposing any talks with the Soviet side till the comidete 
withdrawal of the Russian trocqM ftxnn Afj^ianistan. The fact 
that his lieutenant was a part of the first tfialogue with the 
Soviet side indicBtes that Hekmatyar might be having seccmd 
thoughts. 

The November 27 meeting at Iriamabad was ostasiUy 
for dismissing the modalities for the rriease of Soviet 
prisoners held by the Hezb-Mslami group. The mujahideen 
delagarion Insisted on treating this issue as a part of a 
package deal involving negotiations on the fiiture government 
in KaboL As a measure of ^xidwiU, the mnjhbideens 
agreed to the esdiange of four Rusrian prisoners held by 
the Hezb-I-Islaiiii for lOB mujahideens imprisrmed in 
Afghanistan. At tlm Jeddah talks, ediere the Soviet Unitm 
win be represented by Ybli Vorontsov, a veteran negotiator 
in tlM Af^ghan dispute, the Russians are expected to respond 
with smne opnerete concession to the miriahideem. 

Bodi the Russians and the Afihut mujahideeas are facing 
pie8B|mt;^for^ them to naifotiate. As for the Russimis, even 
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without the changed atmosidicreof ‘glasnost’, Moscow would 
have realised sooner or later the futility of continuing the 
Afghan adventure; what with the increasing casualties among 
the Russian soldiers, the isolation of the NajibuUah regime; 
and the inevitable erosion of Moscow’s credibility in the 
Middle East, where it is trying to woo the Islamic regimes.. 
Incidentally. Moscow’s immediate compulsions can be 
understood if we remember tiiat the Soviet Union does not 
have aojf di|domatic rdations with Saudi Arabia, although 
Moscow had been trying to initiate such relations.' Yd, a foU- 
fledged official Soviet delegation is expected to land up at 
Jeddah to negotiate with tiw Afghan mujahideens. Mosers 
agreement to the chmee of Jeddah was preceded by behind- 
the-scenes negotiations with the Middle Eastern and 
Pakistani backos of the Afghan mujahideens who 
apparently assured the Soviet Union that Saudi Arabia would 
pmsuade the mujahideens to come to a settlement. 

The mujahideens are also facing problems. Hekmatyar’s 
obduracy, bolstered up till recently I^Zia’sprtiicy of helping 
his group with supply of sophisticated weaponry, is not 
shared by the other mujahideim groups. With the Im of his 
patron, Heknuttyar might not be epjoying the same power 
now, and his rivals might inevail upon him to move towards 
an early settlemoit. The growing resentmem within Pakistan 
agaiiut the Afghan refugees (a public opinion poll carried 
out by a news-magazine on the eve of the dections suggested 
that 88 per cent of the mban population demanded 
immediate repatrimion of the Aftfian refugees) might soon 
force the new government in Islamabad to curtail the 
operatirmsof the mujahideens from their canqis in Prshawar. 
Ihe moderate mujaMdeen groups are also aware of the ftxx 
that although the NajibuUah r^ime is unpopular, some of 
the gains achieved during the period of communist rule in 
Afghanistan like land reforms, benefits to the industrial 
wmkers, women’s emandpation and adult literacy ate not 
Ukdy to be given up by tiie peo|de for the sake of an ‘Islamic 
Afghanistan’, the goal of the orthodox mujahideens. In all 
hkeHhood, dierdbre; the Jeddah negotiatirms might pave the 
way for a coalition rmime in Kabul based on an un- 
co^ortaUe compromise between the new benefidaries 
of the Soviet-badeed regime on the one hand and the 
traditional followers of Islamic fundamentalism on 
the other. 
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^Ej^assing Domestic 
Industry 

AN investment of around R$ 11,000 crore 
(s envisaged in the public sector steel in* 
diistry upto the end of the Eighth Five- 
'Ifear Phut <1990-95). Besides this, the Tata 
Iron and Steel (TISCO) plans to invest 
Its 2,200 croie on modernisation, expan¬ 
sion (and diversification?) over the next 
seven years. As part of this invntment 
' plan, TiSCO’s saleable steel capacity is to 
be expanded from 1.7 million tonnes per 
annum (mtpa) to 2.7 mtpa. Further, 
investment in a few, smaller direct reduc¬ 
tion (DR), electric furnace (F.F) and rot- 
Ung mill plants in the private sector is 
underway to meet additions to steel 
demand, including for special (carbon and 
alkqr) steels. Here, one can readily men¬ 
tion Essar Steel’s 8,80,000 tpa sponge iron 
plant at Hazira in Gujarat, Bihar Sponge 
Iron’s 1,50,000 tpa sponge iron plant, and 
the mini-steel and rolling mills of the 
Mittal group. 

And yet, the local ferrous metallurgical 
equipment manufacturing industry is not 
qidte optimistic of improving its presently 
low capacity utilisation levels. Farther, the 
two mgjor ferrous metallurgical engineer¬ 
ing consultancy firms—Metallurgical 
Engineering Consultants (India) (MECCRM) 
and M N Dastur (Dasiurco)—are expect¬ 
ing poor utilisation of their considerable 
(steel plant engineering) human resources. 

The public sector Steel Authority of 
India (^IL) has on the anvil the Rs 1J57 
crore (October 1986 prices) Durgapur 
Steel Rant (DSP) modernisation, the 
Rs l,ti00 crore (1987 prices) Rourkela Steel 
Plant (RSP) modernisation, the Rs 3,000 
crore (1987 prices) Indian Iron and Steel 
(IISCO) modernisation and expansion 
(1.0 to 2.15 mtpa crude steel) and the 
Rs 1,200 crore (1987 prices) Bokaro Steel 
Plant (BoSP) modernisation and expan¬ 
sion (4.0 to 4.5 mtpa crude steel). 

MECON is the principal engineering 
consultant for the DSP modernisation. 
Besides the ttetailed projea report and the 
familiar tasks upto the stage of tender 
evaluation, it can at the most hope to get 
project and construction management 
assignments. Actually, with its various 
foreign collaborations and tie-ups, 
hffiCON could be involved in process 
equipment design and engineering for a 
few units of plant for the DSP modernisa¬ 
tion and IISCO modernisation and ex¬ 
pansion projects. With the engineering 
consultancy for the RSP reserved for 
Dasturco and the Nippon Steel-led 
Japanese consortium tippi^ to undertake 
the IIS(X) project on a turn-key basis, 
MECON is hoping to persuade the 
Japanese consortium and the government 


to associate it at a sub-cbnsuUant. The 
Japanese government’s Overseas Econoifdc 
Co-operation Fund (OECSO has agreed to 
extend a Rs 60 crore soft loan to cover the 
engineering study and consultancy fees of 
the Japanese consortium. This loan is to 
be enlarged later, depending on the 
amount the consortium wiU finally extract. 
The Indian government and SAIL are 
truly myopic. What about the hard 
lessons, so succinctly expressed in the 
report of the Mahatab Committee on 
Steel Costs in 1966, of the severe dis¬ 
advantages and debilitating dependence 
when engineering considtancy services are 
provided by the consortiums/combines 
themselves? The government and SAIL 
only remember the experience of the 4 
mtpa expansions of Bhilai and Bokaro— 
the fantastic cost and time over-runs, the 
problems of project monitoring, etc—and, 
rightly, do not want to repeat that 
scenario. But, quite wrongly, they attri¬ 
bute much of the time and cost overruns 
to what they term the ‘misplaced emphasis 
on indigenisation’ of plant and equipment 
in these projects. 

That is how the project management 
practices for the DSP modernisation got 
formulated. Divide the project into a 
manageable number of turn-key packages, 
foreign and ‘indigenous’. Award the 
foreign turn-key packages on the basis of 
limited global tenders, giving due credit 
to the foreign firm which arranges a soft 
credit package, including suppliers credit 
and ‘home' government ci^it. Quite 
expectedly, this practice does not seem to 
have led to avoiding cost overruns. 
Already, knowledgeable sources are ex¬ 
pecting a more realistic estimate of 
Rs 3,000-3,300 crore against the original 
Rs 1,357 crore for the DSP modernisa¬ 
tion. The quotations for the foreign turn¬ 
key packages are way above MECON’s 
estimates. The six foreign turn-key 
packages themselves are expected to cost 
Rs 2,100 crore (inclusive of customs duty). 
Incidentally, the cost of TISCO moder¬ 
nisation and expansion, for which the 
Japanese Exim Bank has promised a Yen 
loan of Rs 900 crore, optimistically 
estimated at Rs 3,000 crore in 1987 is now 
expected to be Rs 3,800 crore even before 
the engineering consultancy contract with 
the Japanese consortium has been signed, 
^tnilarly, the cost of RSE modernisation, 
estimated at around Rs 1,600 crore in 1987 
by Dasturco, is now being ‘realistically’ 
estimated at Rs 2,630 crore (March 1988). 
The Krupps, Mannesmann Demags, 
Siemens, AECs and Voest Alpines and 
their Indian partners are awaiting a 
bonanza at RSP. So are the Davy McK^ 
Mannesmann Demags, etc and thdr Indian 
associates at DSP. And, of course, the 
Ninwns, NKKs, Kawasakis, Sumitomos, 
KcAms and their Indian poitnm at IISCQ 


Hie llSCb ^ reo^y bdUli 
deaiance for the import of a seboiid hand 
1,600 cubic metre blast furnace (BE) II^ 
Siderurgia National (Poitu^). Htis was 
supplied by the Italian engine^ng Ann, 
Italimpianti, in 1982 but was not erected 
due to subsequent EC restrictions. HSOO 
says it is a bonanza since thb BF wilt have 
an as erected cost of around Rs 200 crore 
and will eventually produce 0.8-1.0 mtpa 
hot metal. The Heavy Enginiraring Cor¬ 
poration (HEC) has b^ bypassed im the 
basis of TiSCO’s estimate that HEC’s 
price will be much higher, and indeed its 
foreign exchange expenditure fo rthec on- 
tract will also be much higher. DQTD did 
not even think that HEC should be allow¬ 
ed to give its own estimate, and thus repie- 
sent its own case. That is the ‘fast track* 
in action. 

The SAIL chairman hopes that bmter 
management practices, some of which 
related to project management have been 
discussed above, will take the public sec- 
t(» steel industry out of the morass of 
high capital cost and operational ineffi¬ 
ciency. The World Bank is helping out 
with credit lines to appmnt foreign 
management consultants. The Bank's in- 
telleaual hegemony has become quite per¬ 
vasive among the government’s 
bureaucrats and economic advisors. But 
this intellectual tradition is basically 
myopic The point is to learn from all the 
grave mrors of omission and commission 
of the past and not do so selectively to suit 
the interests of the present political- 
economic dispensation. 

COURTING NRls 

Why Be So Tentative? 

HOW ate the NRI bonds launched by the 
State Bank of India on November 14 dif¬ 
ferent from the deposit schemes already 
in existence, namely the Non-Resident Ex¬ 
ternal Rupee (NRER) deposits and the 
Foreign Currency Non-Resident ^OfR) 
deposits, which too address the same 
clioitelc And what difference would the 
floatation of the new bonds make? 

The new bonds are denominated in 
dollars, cany interest one percentage poim 
above the rate applicable to thrte-yeaf 
PCNR dollar depots, have a nunurity at 
seven years but ate transferable among 
NRIs after a minimum lock-in period of 
three yean and, on maturity, are repayable 
in rupeeL The major difference between, 
the new bonds end the NRER and FC^ 
deposiu is that the new bonds are nod- 
repatriable and are payable on maturify 
only in rupera. Both the non-resident' 
deposit sdiemes permit repanimioii, e»- 
cei^ that the ?4RER d^siu carry, ex- 
ebange risk whereas FCNR depoda era 
free ftom that risk tince .di^ art 
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repitri«bt« in the currency in which the> 
are originally denominated. The other 
major difference between the NRI bonds 
and the non-resident deposit scheme is 
«ith respect to the interest rat^. The in¬ 
terest rate on the bonds is ll.S per cent, 
one percentage point abo\e the rate on 
FCNR deposits, whereas the rate on 
NRER deposits with a maturity of five 
years is 13 per cent. 

On the face of it, therefore, the NRER 
deposits still appear more attractive than 
the NRI bonds because they offer interest 
which is higher by I.S percentage points. 
However, this interest rate differential has 
to be set against the «ichange risk which 
the rupee deposits carry. The rupee has 
depreciated against the SDR at an annua' 
rate of U.S per cent since 1982-83. Even 
against the US dollar, itself a depreciating 
currency, the rupec^s depreciation over the 
same p^od works out to 6.35 per cent 
annually. If one sets even the latter figure 
against the interest which NRER deposits 
of five years' Maturity earn, namely 13 per 
cent, then the interest rate on these 
deposits turns out to be 3.85 per cent 
lower than that on FCNR deposits. Also, 
at 6.65 per cent, the yield of NRER 
deposits works out to be considerably 
below that on domestic deposits. 

One can thus see why the inflows into 
the foreign deposit accounts have lately 
been slowing down and why, furthermore; 
whatever inflows have taken place have 
been predominantly in the form of FCNR 
dqwsits. According to the Economic 
Survey 1987-88, the total inflow into the 
foreign deposit accounts during April- 
December 1987 amounted to Rs 1,370 
crore against Rs 1,821 crore in the same 
period of 1986-87. And of the total inflow, 
about two-thirds was accounted for by 
dollar- denominated FCNR deposits. 
Moreover, the flgures given in the 
Economic Survey with respect to NRER 
deposik are gross of interest whereas 
those for the FCNR deposits are net of 
interest. Evidently a part of the inflow in¬ 
to the NRER deposit accounts reflects in¬ 
terests oq outstanding deposits and should 
be excluded when comparing accruals in 
the NRER accounts with those in the 
FCNR accounts. However, regardless of 
how confiising the figures given out are; 
the point should be obvious that given the 
rate at which the rupee has beoi depre¬ 
cating, the government has been remiss 
in not taking timely action to restore the 
attncdveness of the NRER deposits. 

What the new NRI bonds seek to do is 
to cover the exchange risk to the extent 
that the sulMcriptions are denominated in 
dodare aothat whoi thty matmeflieprin- 
dpil phij^ ihterest wifl be converted into 
r up ees and paid in that form. Widle the 
NRER dapoaits scheme is not bring 


withdrawn, the real choice hereaftri' will 
be between the FCNR depoviis which are 
repatriable and the NRI bonds which are 
not repatriable but carry one percentage 
point higher interest. Whether or not this 
interest differential will be enough to com¬ 
pensate for the bonds' non-repairiability 
will ultimately depend 'upon who the 
depositors are—temporary migrant 
workers or professional migrants who in¬ 
tend to stay abroad permanently. For tem¬ 
porary migrant workers lepatriability may 
not be a major consideration. 

All the same, why has it taken the 
policymakers almost four years, if not 
longer, to do the obvious? Could not the 
NRFR deposit scheme itself have been 
suitably modified to give it some sort of 
evchange cover’ The writing on the wall 
was clear once the rupee way allowed to 
depreciate at the rate it has And though 
an alternative to the NRER deposits has 
now at last emerged, there is much ten¬ 
tativeness about the new bond offer, going 
by the explanation the SBI chairman of¬ 
fered for keeping ’he bond issue open for 
just one month instead of all year 
round—that “the first bond issue may 
throw up new idc.is and suggestions which 
may help in launching a different product 
to mop up further NRI savings" If the 
scheme is addressed to NRIs who arc m 
terested in using their savings in India, 
then it makes little sense not to give them 
year round access to the bonds 

INDIAN WORKhRS IN Wl<sT ASIA 

The Uncared for INRls’ 

WITHIN a day of each other, there have 
been two interesting news reports on the 
subject of migration of workers from 
India to Wist Asia. One report related to 
a count taken by the Indian mission in 
Bahrain of the number of workers from 
India in that country. The number was put 
at 85,000. The other report was about an 
ILO study that places the number of 
Indian workers in West Asia as a whole 
at one million. Between 1976 and 1986, 
according to the study, as many as 1.7 
million workers had immigrated out of 
India, although the annual outflow had 
declined sharply after 1984. 

The report about the count of Indian 
workers in Bahrain is, in one sense at ieast, 
more signifleant b^use none of the 
estimates of the stock of migrant worken 
so far. including those of the ILO study 
referred to above, is based on a direct 
count and therefore the margin of error 
in these estimates could be considerable 
One reason wl^ direct count of migrant 
workers has been difficult to organise in 
IKkst Aria is that the local authorities have 
not been responsive to the idea of such 
counts. So the news of acount in Bahrain 


IS to be welcomed, particularly if it in¬ 
dicates a change in the altitude of the 
authorities in these countries in this 
regard. The count of Indian migrant 
workers in Bahrain also shows that if a 
labour-exporting country is sufficiently 
persistent and makes the necessary effort. 
It IS possible tor ii to enlist the co¬ 
operation of the local authorities for 
organising such counts and get an accu¬ 
rate idea of the number of its workers tn 
the region After all, it is as important for 
the labour-importing countries to have a 
clear idea o( the composition of their ex¬ 
patriate labour force as it is for the labour- 
exporting countries to know how many of 
Us citi/cns are working abroad and where. 

Unfortunately, the Indian attitude to 
migration of workers abroad has been one 
of relative neglect. An II.O publication 
reviewing the Asian migration experience 
{Agenda for Policy Asian Migration 
Projei t, 1988) obseives that “a principal 
feature of Asian migration to the gulf 
region is that it took place latgely on an 
organised basis. At one extreme is the 
Korean model in which migration is 
oiganised almost completely by Korean 
contracting companies and by a govern¬ 
ment lecruiting agenc'y. At the other ex- 
tietne is the case of Ihaiiand where prac¬ 
tically all migiation is oiganised by private 
iccruiiing agents. The mode of tecruit- 
ment has emerged not only as a major fac¬ 
tor m facilitating migration of Asian 
workers to the Atab region but also as a 
key determinant of how the gains from 
migration ate distributed;' Significantly, 
the 110 publication omits to say anything 
about where Indian migration fits into the 
Asian model, even though it is well known 
that during the period of peak migration 
of workers to West Asia even the law 
regulating the activities of the private 
recruiting agents who accounted for vir¬ 
tually all the migration was non-existent 
and, to this day. the intending migrant 
woi ker has to incur very substantial initial 
costs, most of which is not permitted by 
law and is in the nature of extortion by 
the recruiting agents. According to the 
same ILO publication, the initial cost 
incurred by an Indian migrant worker is 
S 800, that IS. about Rs 11,600. 

What comes out strongly from the 
study is not so much that migration of 
worlwn from India is unregulat^ and left 
to private agents but that the Indian 
migrant worker is possibly the least pro¬ 
tected among all Asian migrants. This is 
in spite of the fact that India is supposed 
to be the largest recipient of migrant 
remittances. The government of India ap¬ 
pears to be much more interested in tte 
other kind of non-resident who is settled 
abroad permanently but is stiUinterested 
in exploiting opportunities in this coun- 
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Xft if only he can i^tiiate his gains when 

wants. Ail the policy concessions and 
fiscal incentives are addressed to this class 
and virtually none to those who will remit 
fiiods back home in any case because his 
family, including his wife and children, is 
here and has nothing else to survive on. 

SRI LANKA 

An Election That Was Not 

MSS Pandian writes: 

IN a country where celebrating farce is a 
pastime, the election in the eastern pro< 
Vince of Sri Lanka is of course an event 
for much jubilation. The Congress(I) 
which is addicted to self-congratulation, 
writers of editorials in mainstream 
newspapers, and those darlings of the 
establishment who repeatedly lend their 
faces to the TV screen—all of them are 
singing hosannas to the role of the IPKF 
in establishing ‘democracy* in the Ihmil 
areas of Sri Lanka. All the same, the elec¬ 
tion is a farce. 

The farce of an election began with the 
filing of nominations. The days when 
nomination papers were to be filed, the 
katcheries did not have the officials to 
receive the papers; on October 10, the last 
date for filing nominations, the nomina¬ 
tions were filed in fictitious names; and 
in Trincomalee district where there are a 
large number of Sinhalese, the nomina¬ 
tion papers of the UNP were received by 
the officials in good faith and subsequent¬ 
ly rejected them for no substantive reason. 

Till the day of voting the voters did not 
know the names of the candidates and 
only on the day of voting the names of 
the candidates were hung up in election 
booths. During the election campaign, the 
GPRLF forced people at gun-point to at¬ 
tend public meetings—of course; with the 
blessings of the IPKF. The voting cards 
which were legally required to be distri¬ 
buted to the voters by the governmott of¬ 
ficials a month before the election, were 
distributed by the EPRLF a day before the 
election. The election campaign was con¬ 
ducted along communal lines, pitting 
Hindus against Muslims. The voters were 
terrorised by the gun-wielding EPRLF 
men to inarch to the polling booths. 

That is some way of conducting elec¬ 
tions and restoring democracy and peacel 

Now about that fabulous turnout of 
voters in the election. A little arithmetic 
will show that the offidaliy released voter 
turnout figures cannot be anything but 
fake Ihke as an example Battic^oa 
district where reportedly 1.5 lakh voters 
(83 per cent of the electorate) exercised 
their franchise. In this district, there were 
77 polling booths instead of the required 
163. Given the number of election booths 
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and the number of people who have been 
reported to have voted, about 2,000 voters 
should have cast their votes in «ch of the 
booths during the nine hours of voting. 
This means, every minute four people had 
cast their votes. It is impossible: in the 
provincial council election, each voter had 
to prioritise the candidates according to 
his or her preference, a process which 
takes some time. Moreover, each of the 
booths was manned by just one return¬ 
ing officer and not three as usual. It is just 
anybody’s guess how many people in fact 
voted in the election. 

Significantly, the Sinhalese, responding 
to the call of the J VP, boycotted the elec¬ 
tion. The future of the Tamils and of 


cdurse of demowacy in the eastern pro¬ 
vince depends to a great extent on the 
Sinhalese who constitute a third of the 
population in‘the province. The white 
flags of mourning which fluttered near the 
polling booths in Sinhala-dominated areas 
exemplify that this election is no step 
towards solving the ethnic tangle in the 
island. 

The saddest of all this is the defence of 
this sham election by the so-called left in 
this country. The CPI(M), which rightly 
found the role ot army in ivipura eleaion 
objectionable, is gyrating to the tune of 
the lt>KF and defending an election which 
had all the characteristics of the Tripura 
election and more. 


BUSINESS 

VEGETABLE OILS 

Changing Scenario 

THE trade estimates put up at the 26th 
all-India convention of oilseeds and oils 
'trade and industry held in Calcutta on 
November 27 have placed kharif oilseeds 
production for the 1988-89 season 
(October-September) at 88 lakh tonnes— 
up 73.6 per cent over the previous season’s 
figure of 50.70 lakh tonnes. 1987-88 was 
a disastrous year for the major groundnut 
crop. Crop-wise figures (in lakh tonnes) 
with the previous season's estimates in 
brackets are: groundnut (in shell) 57 
(29.80), soyabean 17 (8.50), sesame seed 
5.50 (2.50), castor seed 4 (3), niger seed 
2 (1.40) and sunflower seed 2.50 (5.50). 
Assuming normal weather conditions 
during the rabi season, production of 9 
oilseeds is certain to set a new record. 

In his inaugural speech at the conven¬ 
tion, the union agriculture minister 
Bhajan Lai stated that oilseeds production 
in 1988-89 would be a record 150 lakh ton¬ 
nes as against 122 lakh tonnes last season. 
He also mentioned that kharif production 
would be 85 lakh tonnes against last 
season’s 72 lakh tonnes and that rabi pro¬ 
duction was likely to be around 71 lakh 
toimes against 59.4 lakh tonnes last 
season. A closer look at the figures doled 
out by Bhajan Lai brings out some glaring 
discrependes. Estimates of kharif and rabi 
production add up to 1S6 lakh tonnes 
against 150 lakh tonnes and the combined 
total of figures for 1987-88 comes to 1314 
lakh tonnes against 122 lakh tonnes. 
These obvious discrepencies could have 
been avoided if the minister had paid any 
attention to the figures he was reciting. 

The quaSty of crop inframation system 
being what it is, one can never really 
vouch for the accuracy of crop estimates 
even when the crop hiui been harvested. 
Hiere is no finality abend oilseeds produc¬ 


tion in 1987-88. Fiew knowledgeable per¬ 
sons in the oilseed trade and industry are 
inclined to share the official view that pro¬ 
duction in 1987-88 was as high as 122 lakh 
tonnes. 

While ail are agreed that oilseeds pro¬ 
duction in 1988-89 will set a new record, 
estimates vary widely—ranging between 
150 lakh tonnes and 160 lakh tonnes. 
Bumper crop estimates have already made 
a significant impact on vegetable oil prices 
which have come down 1^ S to 16 per cem 
from their mid-October highs, with 
groundnut oil registering the steepest 
decline Compared with prices a year ago, 
groundnut oil is cheaper by nearly 32 per 
cent, linseed oil by 26 per cent, edible rice 
bran oil by 23 per cent, rapeseed oil by 
20.6 per cent, sesame oil by 20 per cent, 
cottonseed oil by 18 per cent, soybean oU 
by 15 per cent, castor oil by 16 per cent, 
and mahuva oil by IS per cent. A signi¬ 
ficant aspect of the vegetable oils scenario 
is the virtual disappearance of the dif¬ 
ferential between the prices of the mgjor 
traditional oils and non-conventional oils. 
Currently, compared to non-conventional 
oils, groundnut oil and mustard oil are 
quoted at a discount. This is a rare 
phenomenon. Groundnut oil has all along 
been reckoned as a premium rdL 

New Delhi seems fiilly seized of the pro¬ 
found change that ^as come about in the 
vegetable oils scen^a The goverrunent 
has of late been seriously considering an 
appropriate strategy to deal effidently 
with the various issues arising fixun tte 
antidpmed bumper oilseeds production 
this season. Some measures have already 
been announced emd mcne are expected 
to follow shortly. 

The union minister of state for food 
ud dvil supplies Sukh Ram announced 
in the Lok Sabha the mher di^ the new 
poliqr on edible db, effective Deocenter 1. 
The supply of imported oils to the 
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vaiMipati induttry M eonctssionai 
price-^ par cent at Rs' 15,000 a tonne— 
is bdng (^continued. Imported oil will 
be made available at the open window rate 
ofiRs 19,000 a tonne without any reim¬ 
bursement of freight and sales tax. The 
basket of indigenous oils permitted to be 
used in the manufacture of vanaspati has 
been enlarged to include solvent extracted 
groundnut oil and sesame oil. The storage 
control order has been suitably amended 
to revise the current limits upwards and 
the Reserve Bank has been requested to 
relax the credit limits on the purchase of 
oilseeds and oils so that more benefits 
accrue to the farmers. 

The revised policy is apparently design¬ 
ed to enable farmers get attractive prices 
for their produce as also to reduce the 
vanaspati industry's dependence on im¬ 
ported oils thereby saving precious foreign 
exchange The most significant aspect of 
the new policy which has much to com¬ 
mend is the withdrawal of the facility of 
concessional supply. There never existed 
any convincing rationale for according 
any special treatment to the industry 
which simply hydrogenates refined oils. It 
is not that the vanaspati industry does not 
play any useful role in the vegetable oils 
economy. Even its most vociferous critics 
will concede that by converting through 
hydrogenation a wide variety of hetro- 
geneous and difficult to process oils into 
a standardised palatable product, the in¬ 
dustry hlu contributed a good deal to the 
growth of non-traditional oils not easily 
acceptable to consumers in direct form. 
Since this has been possible essentially 
because of the fiscal concessions allowed 
for the use of these oils, the industry 
cannot lay any special claim to receiving 
imported oils at concessional prices. 

There is very little in the official an¬ 
nouncement spelling out the new edible 
oil policy to indicate whether the with¬ 
drawal of the facility of concessional price 
is in the nature of an ad hoc measure 
inteiuled to meet the exigencies of the 
emerging situation br it represents a much 
belaid realisation on the part of the 
government of the utter lack of logic in 
subsidising the cost of production of 
vanaspati simply to maintain to facade of 
ipformal price control which is known to 
have been honoined mote in breach than 
in observance. It is to be hoped that the 
government has at long last realised that 
it is naive to think that the price of 
vana^Mdi which accounts for ha^Iy one- 
fifth of the'KMal edible supply can ever 
influence the prices of liquid oils which 
really matter. 

The supfriy of imported oil at conces¬ 
sional pftoe having been discontinued the 
anaotinoamenr regarding the end of infor¬ 
mal price control over vanaspati is only 

h V 
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a formally, in view of the enlargement of 
the basket of indigenous oils and assured 
supply of imptmed oil at the open window 
rate, the industry can have little to com¬ 
plain about the availability of raw 
material. Fears that vanaspati prices will 
shoot up under the new system of alloca¬ 
tion of imported oils ate exaggerated. Ail 
that is lilwly to happen is that there will 
now be a meaningful realignment between 
the prices of raw oil, refined oil and 
vanaspati. The new policy will make for 
healthy competition among the various 
manufacturers of vanaspati which will 
bring about the much desired improve¬ 
ment in the quality of vanaspati. Bnides, 
production of vanaspati will get properly 
adjusted to effective consumer demand 
which had got unduly inflated by the 
relative cheapness of vanaspati as a result 
of the supply of mipoited oils at conces¬ 
sional price. 

In order to mitigate the adverse impact 
of the increasing pressure of new crop sup¬ 
plies, the governnient is understood to 
have prepared a strategy to undertake pro¬ 
curement operations at well above the sup¬ 
port prices. This will enable the farming 
community to realise prices for oilseeds 
which are not only remunerative but also 
compare favourably with the prices of 
other agricultural commodities. NAFED 
is likely to be the nodal agency for con¬ 
ducting procurement operations. Indica¬ 
tions are that the government is also plan¬ 
ning to procure indigenous oils to prevent 
prices from declining below stipulated 
levels—the procurement price of Rs 16,000 
a tonne is widely talked about. 

The union mimster of state for food 
and civil suppiin indicated in his speech 
at the Calcutta convention that his 
ministry is ‘^tiwly involved in the speedy 
implementation of the rice huller mills 
modification programme” which would 
help generate enriched bran suitable for 
extraction equivalent to more than 1.5 
lakh tonnes of oil. The government is also 
keen to assist the solvent extracted oil 
industry to upgrade the technology and 
equipment to maximise production. The 
country is said to be losing about flve lakh 
tonnes of vegetable oils uriually due to 
inefficient processing facilities. The need 
for ftiller exploitation of the existing 
potential of vegetable oils can scarcely be 
over-emphasised as domestic supply con¬ 
tinues to fall short of growing demand. 
In order to maximise the production and 
use of minor and/or non-conventional 
oik, the government will seem well- 
advised to do away with the present 
system of differential rates of excise rebate 
on the use of different oik in the manufac¬ 
ture of vanaspati and also offer requisite 
direct assistance to producers of oik link¬ 
ed to increased quantity of oil produced. 


TWENTY YEARS AGO 

EPW, December 7, 1968 

Last Friday’s meeting of the Standing 
Committee of the National Development 
Council did much damage to the Planning 
Commission’s claims to being an indepen- 
dem, expert body. It was no secret not from 
assembled chief ministers anyway, that the 
figure of central assistance to' states which 
Gad^i presented had been handed down to 
him by the finance ministry. By confirming 
the impression of being the finance 
ministry’s handmaid, the commission has 
seriously compromised its authoricy to |»o- 
nounce on delicate political issues like the 
break-up of the Fburtb Plan investment pro¬ 
gramme between the centre and the states 
and among the states... Gadgil may itttlj 
talk of producing the draft Ran in January j 
and the final Plan soon thereafter, but it Ui 
not difficult to see what sort of plans these 
will be. They will be made up of Pltambar 
Pant’s ‘internally consistent’ input-output 
tables, Gadgii’s six per cem growth rate and 
Morarji’s estimates of financial resources. 
Any connection between the three will be 
purely accidental, of course. 

WWW 

riiose who made the facile assumption 
that Hanoi was acting under Chinese influ¬ 
ence and advice in conducting the war in 
Vietnam and that it was likely to remain an 
area of Chinese influence at the end of it 
have now to try to put up a defence of their 
case. All recent evidence indicates that 
Hanoi has been an entirely free agent all 
along. While it may have been grateful to 
both Russia and Cl^ for the support they 
have given to it in carrying on the struggle 
m South Vietnam, it has takn care to retain 
as much of its manoeuvrability as it could 
in dealing with both its friends and foes... 
In any case; it is clear that Asia after 
Vietnam is going to be much different from 
what one has learnt to talk of, unless of 
course the US stupidly decides to perpetuate 
its presence there; uniting ell the other 
elements in the situation into a solid single 
front. 

A W W 

It would be best for the strata of ex¬ 
port promotion to begin with a government 
deasion on the extent to which subsidisa¬ 
tion may be allowed, and then to go on to 
encourage only those exports which are pro¬ 
fitable at that level of subsidy. Uniform in¬ 
centives to all expoiting industries, as 
distinci from divergent degrees of assistance; 
would meet this iRijective best. The uniform 
incentive could be in the form of bonus 
vouchers, as proposed,'or in tire form of 
cash subsidies as at present. In addition to 
the straight uniform subsidy, goveinmeni 
should also allow full drawback of all 
estimated indirect taxes which en^er into a 
product and the iffl|»ct of which is heavy 
in many cases. Such a system once built up 
should be continued without distuibnnoe so 
that new export industries could be started 
with a confidence that government assist¬ 
ance would be available: 
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MISHAPAR INVESTMENtS LIMITED 

Rcsd. Office: B 83. 2nd Floor, Swastik Society, Navrangpura, AHMEDABAD-SSO 009. 


NOTICE 


It IS hereby notified for the information of the public that Mishapar Investments Limited proposes to give to the 
Central Government in the Department of Company Affairs, New Delhi, a notice under Sub-section (1) of Section 21 
of the Atonopolies and Restrictive Trade Practices Act, 1969, for substantial expansion of their undertaking. Brief particulars 
of the proposal are as under. 

1. Name and address of the owner of the Undertaking: 

Mishapar Investments Limited, 

B-83, 2nd Floor, Swastik Society, 

Navrangpura. 

Ahmedabad 380 009, 

2. Capital structure of the owner organisation: 

Authorised Capital Rs. 50,00,000/- 

Subscribcd and paid-up Rs. 3,000/- 

3. Location of the unit or division to be expanded: 

Not applicable. 

4. In case the expansion reiates to the production, storage, supply, distribution, marketing or control of goodie 
indicate: 

(0 Names of goods: 

(li) Licensed capacity/turnover before expansion; 

(III) Expansion proposed; 

The proposal relates to issue of 19,500 Shares of Rs. 100/- each for cash at par on rights basis to its holding Com¬ 
pany VIZ. The Mafatlal Fine Spg. & Mfg. Co. Ltd. and/or its nominees. 

5. In case the expansion relates to any service, state the extent of expansion in terms of usual measures such 
as value, tumonwr, income eu: 

The present capital of Rs. 3,000 will stand increased to Rs. 19.53 lacs as a result of which the activities of the Com- 
panv and its operations will have a larger capital base for operations. 

6 Cost of the project: 

Not applicable. 

7 Scheme of finance indicating the amounts to be raised from each source: 

By issue of shares which will be subscribed by the holding Company viz. The Mafatlal Fine Spg. & Mfg. Co. Ltd. 
and/or its nominees 

Any person interested in the matter may make a representation in quadruplicate to the Secretary, Department of Com¬ 
pany Affairs, Government of India, Shastri BIwan, New Delhi, within 14 days from the date of publication of this notice, 
intimating his views on the proposal and indicating the nature of his interest therein. 


Dated this day of 1st December, 1988. 

For MISHAPAR INVfSTMENIS UMITCO 

Sd/- 

(N.O.SONOE) 

DKECTOR 


WQ 


. Cciignofflic 


COMPANIES 


KBB 

Into New Areas 

HINDUSTAN BROWN BOVERl (HBB) 
has shown an improved performanw for 
I987>88 with substantial growth' in pro> 
duction, ^es and |»oQls. Gross profit has 
expanded from pieviinis year’s Rs 3.90 
crore to Rs S.48 crore following increase 
in sales turnover from Rs 90.27 crore to 
Rs 109.70 crore Net profit is Rs 3.S2 crone 
(Rs 1.82 crore in the previous year). 



Iitabibty. The turnover and profits of the 
project engineering (hvisidh also declihed, 
as some of the.customers desired defer¬ 
ment of the project installations. This 
division received its single largest order of 
Rs 375 million covering Infrastructure, 
electrical switchyard and other associated 
equipment for the combined cycle gas 
power plant at Ama in Rajasthan as a 
joint contractor with BBC Brown Boveri 
and Company, West Germany. The order 
is .already under execution. The newly 


ject for products such as SMPS, etc, is 
being taken up. The company’s project in 
collaboration with Integra, Zurich, viz, 
Integra Hindustw Control, for me manu¬ 
facture of relays and signalling equipment 
set up at Halol in Gujarat has been 
satisfactorily implemented. The company 
has started trial production recently and 
the first batch is presently under testing. 
During the year, the company received its 
fir^t order from the railway boards for 
10,000 signalling relays. The company’s 
projects with Gujarat Indus- 
lent Corporation, viz, Gujarat 
ers, for the manufacture of 
irbines at Halol and with the 
Industrial and Investment 
1 of UP, viz. National Switch- 
he manufacture of medium 
.chgears at Rae Bareli in UP ' 
1 to commence the manufac- 
respective products in the next ^ 
The company has also entered 
oration with Danish Wind- 
3enmark, for the manufacture 
ergy conversion systems. 



No other Journal offers you what 
FPWdocs. 

The best of social science research 
here and abroad. Expert comments 
on nsSlonai and International 
economic developments. 

Perceptive Intijihtt on socio- 


As a subscriber you can Gift 
a Subscilption at a Special 
Reduced Rate. 


airr a subscription 


poNtlcal iaauca. Critical wrMng oi 
people’s movements. 

Phis thoughtful commentary on 
industry and busineas and the 
latest economic atatlstlcs. 


Why not introduce your friends to 
this invaluable source of Inquiry 
and analysis? 



iTAMlNS 

iged Dividend 

TAMjtfS is keeping dividend 
It 21 per cent for 1987-88 on 
enlarged -by issue of bonus 
two-for-five basis. The free 
lied to dividend on pro rata 
creased quantum of distribu- 
covered by earnings, 
n of vitamin *C’ (including 
esters) was about 614 tonnes 


uross, tixMt assets 

iUM 

Net fixed assets 

2I3S 

Investments 

53 

Current liabilities 

3753 

Current assets 

7798 

Stocks 

2846 

Book debts 

4144 

Net sales 

10970 

Other income 

334 

Raw materiid costs 

7685 

Wages 

1182 

Interest 

645 

Gross profit (-f )/los$ (-) 

548 

Depreciation provision 

103 

Ihx Provision 

94 

Net profit (+)/loss(-) 

351 

Investmem allowance reserve 

— 

Dinsfer to reserves 

231 

Dividend 

Amount P 

3 

E 

117 

Rate (per .cent) P 

8.57 

E 

23 

Cover (times) 

2.97 

Ratios (per cent) 

Gtom profii/ttws 

S.00 

Net profii/eapital employed 

17.85 

Invmorlcs/salei . 

25.94 

WkgH/sWei . 

10.78 


2935 

2312 

1953 

3526 

2202 

2068 

1626 

1405 

2095 

881 

27 

4 

— 

59 

54 

2788 

1142 

751 

855 

825 

6148 

1697 

1613 

2206 

2005 

2448 

516 

632 

786 

808 

3186 

603 

484 

709 

609 

9027 

2941 

2846 

3285 

3083 

232 

27 

20 

104 

66 

6268 

1020 

1225 

871 

959 

1029 

211 

193 

567 

529 

560 

273 

240 

169 

180 

390 

353 

347 

366 

262 

125 

138 

117 

120 

136 

83 

28 

12 

70 

— 

182 

194 

68 

176 

126 

8 

30 

42 

— 

— 

98 

94 


107 

40 

3 

2 

2 



73 

68 

31 

69 

46 

8.57 

9.50 

9.50 

— 

— 

16 

21 

21 

IS 

10 

2.45 

2.82 

2.13 

2.55 

2.74 

4.32 

12.00 

12.19 

11.14 

8.49 

10.55 

21.29 

8.56 

13.34 

10.41 

27.12 

17.55 

22.21 

23.92 

26.21 

I1J9 

7.17 

6.78 

17.26 

17.16 


as against oU4 tonnes in the previous year. 
The production of sorbitol on KX> per cent 
basis was 7,462 tonnes against 7,010 
tonnes and of mannitol IP 45 tonnes 
against 13 tonnes. Sales and gross profit 
were marginally higher at Rs 29.41 crore 
and Rs 3.S3 crore against Rs 28.46 crore 
and 3.47 crore, respectively. With botji 
depreciation and taxation requiring high^ 
provisions, net profit has turned out to be 
lower at Rs 1.86 crore (Rs 2.18 crore). With 
some previous year’s adjustments, how¬ 
ever, the surplus comes to Rk 194 lakh 
(Rs 68 lakh). 

Mqjor modification/augmentation pro¬ 
gramme in vitamin 'C division increasing 
the capacities to 1,600 tonnes per annum 
for vitamin ‘C’ (including its salts and 
esters) and mqjor expansion of sorbitol 
for increasing the capacities from 9,000 
MT on 100 per cent basis (i e, 12,800 MT 
on 70 per cent basis) to 16,500 MT on 100 
per cent (i e. 23,500 MT on 70 per cent 
basis) are expected to be completed during 
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Cuncnt year. The pharma division 
Pharmaceuticals) is poised for 
Substantial growth. 

'V The company will compile accounts fur 
the current year for 9 months ending 
March 31, 1989. The ministry of industries 
withdrew the enhanced capacity for fevs 
products of the company on the ground 
.that the company was regislerable under 
the MRTP Act. The company has con¬ 
tested the same and informed the con- 
^cerned authoriiie.s that substantial invest 
ment have been made/are being made to 
implement the capacities as per the 
registrations given and the company is not 
reglsterable under the provisions of the 
MRTP Act. However, while the company 
has registered itself under the MRTrP Act, 
'under protest’, it has written to the 
ministry that the government decision 
being ex-parte, simultaneously the com¬ 
pany has preferred an appeal to the 
Supreme Court. 

CRINDWELL NORTt3N 

Significant Improvement 

ORINDWEI.L NORTON has shown a 
significant improvement in iis working 
during 1987-88 with a gross profit of 
Rs 3.66 crore-against Rs 2.62 crore in the 
previous yrar following rise in turnover 
from Rs 30.83 crore to Rs 32.85 crore. 
These ngures reflect a fair increase in pro¬ 
fit margins. Net profit is Rs 1.76 crore 


(Rs 1.26 crore). Dividend has been step¬ 
ped up 5 points to 15 per cent and is 
covered 2.55 times by earnings as against 
2.74 times previously. 

The bonded abrasives business, the 
company's mainstay continued its strong 
performance, showing all round improve¬ 
ment osei the previous year. Price com¬ 
petition in certain segments and increasing 
input costs continued to put pressure on 
margins. One of the reason.s for higher 
input costs was larger import of abrasive 
grains which was necessitated by a pio- 
longed strike at major supplier's plant. 
However, successful implementation of 
various cost reduction projects and an 
increase in the pticc of selected products 
minimised the udveise impact on profit. 
The company’s new product lines in 
coated abrasives are well received by 
customers, i’loduciion bottlenecks aic 
being removed and volume is picking up. 
A revival of demand, coupled with an 
expanded product range contributed to 
the growth of this business. The cuircnt 
ordci position is quite satisfactory. 

I’erfoiinance during ilie yeai in the cen¬ 
tralised lubrication systems busines.s was 
according to plan. The current year’s pro¬ 
spects are better. The indigeni-sation pro¬ 
gramme IS also progressing satisfactorily. 

The companv's fixed assets have been 
revalued and the difference between the 
historical cost and the revaluation figure 
amounting to Rs 31 crore is shown in the 
newly created revaluation reserve. 


IN THE CAPITAL MARKET 

Dharani Sugars 

DHARANI SUGARS AND CHEMI¬ 
CALS, promoted by a group of US-baaed 
NRls, is entering the capital market with 
a public issue of 37,00,000 equity shares of 
Rs 10 each for cash at par aggregating 
Rs 3.7 crore Of this, 4,22,300 shuts have 
been reserved for preferential allotment to 
the ‘employees’. iW remaining 32,77,300 
shares are being offered to the Indian 
publie The object of the issue it to Hnance 
in part its Rs 21.10 crore project at 
Naranapurem, Sivagiri taluk in 'Amil Nadu 
for the raanufactuR of sugu and allied pro¬ 
ducts. The plant, with a crushing capacity 
of 2,300 tonnes of sugarcane a day, is ex¬ 
pected to go into production in Januuy 
1989. 

According to the chairman, ftlani 
G Periasamy, the company has already 
registered cane glowers to meet its re¬ 
quirements of cane during the first yew. 
Nearly 15,000 acres of cane with a poten¬ 
tial of S lakh tonnes have been earmarked 
for the factory by the Ihmil Nadu govern¬ 
ment. The rostered area would supply 
more than 100 per cent of the carte required 
by the plant. The advantages of good 
agrociimatic conditions in the high-yielding, 
high recovery cane growing area allotted to 
Che company would facilitate the plant to 
be operative for 220 days as agairut the 
nortnal average of ISO di^. The company 
expects to crush 3.30 lakh tonnes of sugar¬ 
cane in the first y^ar ending March 1990. 

The issue opens on December^l4. 


Cut down on Advance Tax 


New i00% 
tax-deduction 
opportunities 
from LIC! 


Good news for thOM 
due to pay advance 
tax before 15.12.86. 
Under Sec. 80CCA you 
can now get a tax 
rebate on 100% of 
premiums upto 
Rs. 30,000 for Lie’s new 
pension plans; Jeevan 


Dhara and Jeevan 
Akshoy. 

Saving for the future 
with Lie pension plons 
con save you foxes 
todoyl 

Rush to your local Lie 
Branch Office for 
complete details. 
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CAPITALSCOPE 


Politics of Irregular Verbs 

Bhcbani Sen Gupta 


With inflation at the killing double-digit level and still rising, with 
the rural people getting the wrong end of the enclave development 
strategy that he has pursued for four years, Rajiv Gandhi’s 
election prospects are less than bright. 


THE verbs of Indian politics are now all 
irregular. There has bMn, in the autumn 
weeks of 1988, an avalanche of irregular 
verbs cascading down from the olympian 
heights of the ruling party, a’n assault on 
the limited wits of that fading species 
known as impartial observer. “The la.st 
thing a political party gives up is its 
vocabulary”, wrote Alexis Tocqueville a 
long time aga In party politics, as in other 
matters, it is the crowd that dictates the 
language; the crowd picks up the words, 
relinquishes the ideas. 

The prime minister addressed two large 
crowds in quick succession on the dusty 
greens of Delhi. On October 31 he spoke 
to a mass of ofFtcialiy mobilised humanity, 
the Red Fort providing d somewhat sym¬ 
bolic backdrop. Four days later, be ad¬ 
dressed the second session of the All-India 
Congress Committee held in eight 
months, a record in his four-year-old 
regime as the party’s president. In bet¬ 
ween, another mass of rural humanity- 
faces furrowed by the labours of the 
Indian earth—took over the greens of the 
Boat Club for nearly a week, forcing the 
A ICC to shift the venue of its Indira 
Gandhi assassination anniversary rally to 
the Red Fort, and shaking the bones of 
the establishment with a veiled threat of 
an invasion of India by Bharat. 

In an altogether different episode, plane¬ 
loads of Indian troops carried out an in¬ 
stant-intervention in Male, capital of 
Maldives, to rescue the “legally elected 
president” of a “peaceful friendly 
neighbour” from an invasion by 400-or- 
$o mercenaries hired by some moneyed 
Maldivians, an action that was applauded 
by the nation and got an immediate well- 
done certificate from Ronald Reagan, of 
Grenada fame. 

If the ruling party lost the battle of 
rallies to a hookah-smoking peasant 
leader from Uttar Pradesh named 
Mahendra Singh Tikait, the prime 
minister held his ground and refused to 
yield even a single demand of the peasants 
under duress. The exciting drama, how¬ 
ever, had a comic end, as most exciting 
dramas do; Tikait downed hb tail im¬ 
mediately after the AICC shifted the 
Indira Gandhi rally to the stadium in the 
Ddkatota Gardens, without even con¬ 


sulting the ‘panchayat’, and in the face of 
angry protestfrom some of its youthful 
leaders. No one really knows what trans¬ 
pired between Tikait and an emissary of 
the prime minister; the Bhamt Kisan 
Union leader seemed to confirm that the 
main purpose of his rally was to impress 
the raj with t be dangerous potentials of 
Bharat in confrontation with India. He 
did not bring three lakh peasants into the 
heart of Delhi to wage war, but merely to 
signal the possibility of war if the 
demands of the peasants w«re not granted. 

If Tikait was not ready for one thing, 
it was identification of his movement with 
the political oppo.sition to the Congress(l). 
This identification would have been in¬ 
evitable if the rally continued through the 
autumn session of parliament and a con- 
frontationist situation developed between 
the mobilised farmers and the govern¬ 
ment. With a peasant’s earthy sense of 
politics, Tikait realised that he was in a 
strong bargaining position with the na¬ 
tional election a-coming; he could not 
allow Vishwanath Pratap Singh to snatch 
away his leadership of UP farmers on the 
cheap; he would rather get his demands 
granted by those who were in power, and 
then decide which way to lean a.s the poll 
winds blew. 

However, the show of peasant power to 
the glare of the entire world (though not 
of Doordarshan) seems to be creating 
rapid repercussions in the Uttar Pradesh 
countryside. I he more radical of the 
farmers who felt let down by a turn-tail 
Tikait have started mobilising their own 
strength as a challenge to the ‘rural 
Gandhi', while the 'rural Gandhi’ himself 
has set out to arouse the relatively som¬ 
nolent farmers of the state’s eastern 
districts. Meanwhile, the chief minister of 
Maharashtra, Shared Pawar, the only 
Congres.s(l) chief minister with a strong 
political base of his own, took the in¬ 
itiative in ‘appeasing’ the farmer lobby by 
writing off Rs 220 ctore of loans owed 
peasants to public financial institutions, 
thereby making a mockery of the central 
government’s sharp attacks on his 
Haryana counterpart for doing the same 
thing, on a lower scale This is just a single 
example of how the verbs of the ruling 


party’s politics were getting furiously ir¬ 
regular with the election looming large on 
the national'landscape. 

When the prime minister rose to ad¬ 
dress the AICC, his face had drawn a 
beam from the glory of the Indian 
military intervention in Maldives, the se¬ 
cond in a little over a year, surely a record 
in contemporary times. Rajiv Gandhi was 
now prime minister of India which was 
now the Field-Marshal of South Asia, 
with the ready consent of all the powers 
of the world, a feat that amazed and irked - 
the nostalgia-prone editorial writers of 
London’s Daity Telegraph. He could not', 
be deterred by the imminent collapse of 
the Indian peacekeeping role in Sri Lanka,, 
nor was he weighed down by the bitter ex-,. 
pcricnce of interventions by major powers 
in internal affairs of foreign countries or 
even in inter-state affairs. Much more 
often than not, intervention reaps a bit¬ 
ter harvest. We have ourselves tasted it ill 
Bangladesh and are tasting it in Sri Lankai.- 
In power, Rajiv Gandhi seems to have' - 
developed a romantic ruthlessness. In the . 
cabinet political affairs committee, 
meeting held within hours of the SOS - 
from president Gayoom, he sought instant 
approval of his instant decision to send 
an instant rescue force and received it in-. - 
stantly, with only a single cabinet minister ' 
raising .some feeble doubts which vvere 
dismissd with an imperial wave of hand. 
What is dangerous about intervention is. 
that it creates an appetite for the flexing 
of military power beyond the national 
shores. Perhaps the intervention in 
Maldives was the right action to take; 
which, the intervention, in Sri Lanka cer¬ 
tainly was not. But once you get in, it is 
not easy to get out. Even in Maldives, the 
decision to keep a well-equipped force of 
500 men to protect the regime of president 
Gayoom confirmed this grim lesson. 

The intervention made its own contri¬ 
bution to the inventory of irregular verbs 
of the ruling parly’s politics. In his - n- 
cluding speech to the AICC, Rajiv Gandhi 
deplored the failure of the opposition par¬ 
ties to congratulate the armed forces on 
their superb execution of the Maidive 
assignment. Did it occur to him that he 
was giving the armed forces too much of 
an exalted position in the vocabulary of 
national politics? The armed forces did 
a fine job. It showed an impressive 
military capability on India’s part tO in¬ 
tervene in places distant from its coast¬ 
lines. The prime minister and the defence 
minister had congratulated them, and the 
opposition had joined the treasury ben¬ 
ches in cheering the action in both houses 
of parliament. Was it necessary, or pro¬ 
per, to go beyond that and glorify the. 
military? 
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< 'TiMprtoeiBiiikterauv need the 
of • dranutic military victory—« seoMid 
Beagladesh—to lestoK the disintegrating 
Congress system just as Indira Gandhi did 
in 197142. The two situations do bear 
comparison. The Congress h^emony in 
bxlian politics suddenly brolw down in 
19S7>68 when almost the entire Hindi belt 
4 Mised out of its control. In 1969. Indira 
Gandhi’s government was reduced to a 
minority and survived on the crutch 
extended by the two communist parties. 
If the great event of Bangladesh had not 
happened, if the Indian armed forc^ 
did not crush the Fskistani army in 
Bangladesh, Indira Gandhi could hardly 
have restored the Old Order as a result of 
the elections of 1972 Even then her 
rs^me betn^d its inner sickness in a span 
of a mere three years. A grave crisis of the 
political system led to the proclamation 
of oneigency. 

In 19S9. Raji\ Gandhi is most unlikely 
to get an opportunity to create or help in 
creating another Bangladesh in South 
Asia. Indeed, chances are that the in¬ 
tervention in Sri Lanka will pay negative 
dividends by the time he calls for the Lok 
Sabha poll. Middives came up as a happy 
incident: the headlines it made for half a 
week will fade into oblivion by the time 
the electorate comes out to make its 
choice. Rajiv Gandhi is in dire need of the 
wherewithals of winning a national elec¬ 
tion in which he will not be helped by the 
asrassination of his mother. Of these 
wherewithals, he has more of.an appear¬ 
ance than a reality. He chairs, nay 
(dominates like a monarch of divine rights, 
the largest political party in the non- 
commumst world. Which is also, after the 
ruling party of Mexico, the longest ruling 
party in the third world or perhaps in the 
entire world outside the USSR. But 
command-and-control dictatorship has 
reduced the party into a huge mass of in¬ 
ertia, moth-eaten by conspiratorial fac- 
tion^sm, and pervasive corruption, 
drained of ideology and political morality, 
peopled by men and women who have 
surrendered thdr right to dissent, disagree 
and debate: and who have signed off their 
dignity and self-respect for a mess of 
pottage called power. He does not have a 
single chief minister, except probably 
Sharad Eswar, who can win his state for 
the party on the merit of governance and 
leadership. In the entire sprawling Hindi 
belt, the party is in an advanced stage of 
decay and decdmposition. TWo of the 
chief ministers in this region are under 
siege of Congressmen. The enemy within 
is no less threatening to the prime mini^ 
than the enemy outside. The Congress has 
•lost its political hegemony in India. Rgjiv 
Gandhi cannot restore it, alas, for him and 
his party. 

In 1985 he promised to create a revitalis¬ 


ed Congietf party through e te ctions. la 
four years he has not been able to keep 
that promise In fact, it does not seem that 
he r^ly tried. The elderly Uma Shankar 
Dudt confesses privately that he was asked 
to come up with an election strategy in 
1986 only because he, Dixit, needed some 


work that wodU ItMq» hta aafdilrfld 
oMen days of fondtiMSf. Hs would 
you that Rgjiv Gandhi never lenily meant 
to hold party Sections. Now, in the long, 
metering resolution adopted by the 
AICC on November 3, the pwy leader¬ 
ship is willing to allow ‘inner-party 
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dem«>c^«^\ Rajiv ^flidhl. Con- 
gresunen to engage in.ppen debates on 
major domestic issues. Evidently, this was 
an acknowledgement of discontent among 
segments of Congressmen, as manifested 
in the letter a group of them had address¬ 
ed to the prime minister in July. Discon¬ 
tent with unmitigated one-man rule in the 
party, and the pall-bearers’ total subser¬ 
vience to the ‘high command’ which is but 
an euphemism for Rajiv Gandhi. 

But where—oh, where—was the debate 
in the AlCC? There were not even 
speeches, but only a torrent of words spit¬ 
ting Are and broomstick at the opposition, 
especially at V P Singh. Of course, the 
prime minister and his henchmen had 
every right to attack the opposition and 
its de facto leader who has emerged as a 
credible rival to Rajiv Gandhi. But angry 
invectives hurled at the opposition was no 
substitute for a real debate on political 
and economic issues that was distinctly 
lacking at the AICC session. 

The economic-political resolution, 
drafted, it would seem from the l an guage 
and the verbs, not in the AICC office but 
by officials close to the prinie minister, 
was a clumsy exercise in the worst kind 
of dilettantism. It put Rtfjiv Gandhi 
upside down. The man wher had all along 
opposed ‘populist’ expenditure by oppo¬ 
sition-run state governments on mid-day 
meals and subsidised foodgrains for the 
poor, was now promising all kinds of 
populist bonanzas for the poor: a job for 
every family; free meals for kids going to 
elementary schools; free distribution of 
sarees to ill-clad poor women. The resolu¬ 
tion on economic issues talked even of 
land reforms, though land reform was 
conspicuously missing from the 14-point 
pledge all Congressmen were asked to 
Uke. 

There is to be, at what point of time 
nobody knows, a third tier of Indian 
democracy, a constitutionally defined 
panchayat system with larger powers and 
resources than so far, and with re^Iar 
elections. The concept of a third tier is 
being pushed vigorously by several persoiu 
including this writer for the past two years 
and backed by several forums. Even now. 
the prime minister and his men are not 
certain if elections to panchayats of the 
third tier should be held on the basis of 
political parties or should be partyless. 
The anxiety of the local bosses of the 
party to ke^ the paityless system of dec- 
tioo undiituibed is ea^y understood. The 
Congteu U now Hrmly rooted not to the 
nud «"««««* but to the rural rich who con¬ 
trol the paityless panchayat system, or the 
ruins of it that lie scattered in the party’s 
shrinking domain. Howevermuch may the 
prime ipiaister denigrate the rurd demo¬ 
cratic mebldniuns established in West 
Bengd, tlamiuaka and Andhra Pradesh, 
he iuio^ w ilkntid know, thm these have 


provided the rurd population with oppor¬ 
tunities of participation in focal self- 
government, and have meant a real dif¬ 
ference in rural development. The Hin¬ 
dustan Times printed a report saying that 
Rajiv Gandhi was 'determined' to effect 
a democratic spread to the last rural fron¬ 
tiers of India, and cited, as evidence, the 
appointment of a committee which, it 
seems, is deeply divided on the party- 
based election issue that was also recom¬ 
mended by the Asoka Mehta Committee 
in \9l%. Judging from the experience of 
the last four years, one can predict with 
some confidence that the Panchayat! Raj 
of Rajiv Gandhi will not come into being 
in the next two years, certainly hot before 
the election. 

In his four years as prime minister and 
president of the ruling party, Rajiv Gandhi 
has all but dismantled the broad-based 
coalition Indira Gandhi had set up of one 
or two high castes, espedally Btidimins, 
and Harijans, Muslims and tribals. This 
coalition was her political constituency, it 
embraced a majority of the Indian popu 
lation, most of them poor, in the eyes of 
this teeming humanity, she had eara^ the 
image of Amma. Now, faced with the 
coming election, Rajiv Gandhi is trying 
to build a constituency of women, youth 
and assorted poor. Since he just does not 
understand the bewildering complexities 
of social and political change in India in 
the late SOs, this grand design must have 
been sold to him by some of his aides, 
Ibue, he has himself sat with hundreds of 
district magist rates. Ihie; too, that he has 
travelled to rural India, has flown over 
disaster-hit regions, giving away crores of 
rupees for relief like a benign monarch 
with little concern about the actual state 
of the central exchequer. It was somewhat 
pathetic, however, to And him claiming, 
as he did recently in the course of an in¬ 
terview given to Blitz, that he knew more 
of the India of the poor than any of his 
predecessors, lb see is not to know, to 
speak a sentence or two to some people 
in this village or that docs not make an 
identity with the poor. 

Nationally and into-nationally for four 
crucial years, Rajiv Gandhi was ktentifled 
with the affluent middle class, to whose 
increasiiqly sinful lifestyle he has indeed 
brought a fitter of impraied technologies. 
He vras not known to have resented the 
image of him as the heralder of the 21st 
century, riding on the shoulders of 80 or 
120 million who can buy consumer 
durables and who thnwg a«ry evening the 
devastatingly expensive restauranu in the 
two dozen flve-star hotels that have come 
up in the Indian metropolis in the last 10 
years. For him now, in an election year, 
to change that identity and put on new 
robes that would make him the leader of 
a new coalition of youth, women and 
poor is once again a manifestation of his 


weakness 'for the romantic drama in 
politics. Me might with profit read some 
of the heroic plays written in England in 
the 18th century, to see what pathetic 
things happen to romantic heroes. 

No, Mr prime minister, politics of ir¬ 
regular verbs will not ensure your victory 
in the coming poll. The voters are more 
sophisticated than your aides teii you they 
are. You cannot know them throu^ your 
intelligence agencies nor your chief 
ministers nor indeed your party 
henchmen, for all of them ara consinring 
to destroy you with < sycophancy which 
they showered on you like a rain of rose 
petals at the AICC session, lb win the 
trust of the people you have to do thingi 
for them rather than promise them the 
skies: their visions soar not that high, thqy 
are very very humble and earthy visions. 
With onions selling at six rupees a kilo 
and potato at four, with lentils not 
available at less than ter> rupees, with in 
flatiem at the killing double-digit level and 
stiU lisiiig, with the rural people getting 
the witnqs end of the enclaw devekqmwnt 
strategy that you have pursued for four 
years, your election prospects are less than 
bright You have to get things done before 
you can face the voters with confidence. 
Your Record as an implementor of pro¬ 
mises and pledges has not been editing 
even by Indian standards. Your verbs have 
to change. From ‘will d(f, you have rodiift 
to ’have-done*, with credible proof that 
you have really done things. 

Ybu have tal^ four years to admit that 
8S per cent of the moneys meant for the 
poor do not reach the poor. However, you 
changed your verbs between your Red 
Fort speech and your AICX^ spe^. At the 
Red Fort, you seemed to acknowledge that 
most of the 8S per cent was siphoned off 
by the non-poor. But while spetdeing to the 
AICC session, you suggested that the 
missing 85 per cent laas eaten up in 
salaries, buildings, administrative ex¬ 
penses. Do you really expect your coun¬ 
trymen to believe that? Do you not know 
that the ‘assets’ which the nationalised 
banks are supposed to make available to 
the poor under the IRDP programme 
hardly ever reach the poor, that the bassets’ 
tend to remain with those, who own or 
make them, while the subsidies are shared 
among those who ‘deliver’ the pro¬ 
gramme? Do you not know that a Con¬ 
gressman serving as a member of the New 
Delhi municipality or Delhi corporation 
somehow secures enough money in two 
years to buy a Maruti vehicle? Iftni do 
preside; prime minister, over a hopelessly 
corrupt system that is beyond redmption 
unless you yield a strong and sweiqiiag 
broom and realty spring-clean the Con¬ 
gress house. 

The prime nunister will soon be enter¬ 
ing the fifth year of his raj. Will this be 
his last year? 
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Strangling W>rkers’ Initiatives 

Fate of Worker Co-operatives in Tripura 

Sharit K Bhowniik 

Within a few months of assuming power, the Congress(I)-TUJS 
government in Tripura superseded the panchayats and 
municipalities and replaced their elected members by 
administrators, each of whom is to be assisted by five nominated 
members. The government has now trained its guns on another 
democratic institution, the co-operatives. One of the main 
casualties of this move has been the worker co-operatives in tea. 


THE newly elected Congress(l)-TUJS 
coalition in Tripura seems to be over- 
zealous to undo whatever has been done 
by the previous Left Front government. In 
most instances this means replacing 
democratically elated bodies by their own 
representatives. Within a Tew months of 
its assuming power the government super¬ 
seded the panchayats and municipalities 
and replaced theii elected members by 
administrators, each of whom will be 
assisted five nominated members. It 
has now trained its guns on another 
democratic institution-co-operatives. 
About a month ago the minister for co¬ 
operatives, Rabindra Deb Barman, made 
a public announcement that his depart¬ 
ment is thinking of dissolving all elected 
bodies in co-operatives and replacing 
them by administrators. The indication is 
clear. This government will not allow the 
co-operative movement in the state to 
function as long as it is dominated by 
CPI(M) supporters. They have started thi.s 
process by stopping government grams to 
all co-operatives. One of the main 
casualties of this step has been the worker 
co-operatives in tea. Three of them have 
already closed down and a fourth is strug¬ 
gling to survive. There arc at present nine 
tea plantations which are being managed 
by their workers through co-operatives, 
litis is the largest e.speriment of this type 
in the country. 

Worker co-operatives in tea were initi¬ 
ated by the Leh Front government soon 
after it assumed power in mid-1978. The 
first co-operative started functioning in 
late 1979 and was called Tea Plantation 
Workers’ Co-operative Society. It com¬ 
prised 47 retrenched tea garden workers 
who started a new tea garden called Ihchai 
in Kailashahar sub-division of North 
IKpura district. The Tripura Tea Workers’ 
Union (CITU) was able to convince the 
Left Front government that the solution 
to the large number of sick and closed tea 
gardens lay not in nationalisation (the 
government was in any case unable to do 
this because it lacked resources) but in 
workers’ management. Vtorker co-opera¬ 
tives could effectively save employment 
and production if they were given proper 


encouragement. In 1980, Dur^bari in the 
Sadar sub-division of Wnt Tripura district 
was taken over by its workers followed by 
Ludua and l.ilagarh in the Sabroom sub¬ 
division of South Tripura district. Dar- 
rangdilla in the Kamalpur sub-division of 
North Tripura district became a worker 
co-operative in 1983 and in 1986 four 
more tea garden.s, namely, Mayangtuka 
and Aichuk in Kamalpur sub-division, 
Dimatoii in Belonia sub-division of South 
Tripura district and Khowai in W'est 
Tripura district, became worker co¬ 
operatives. Most of these gardens had 
b^n long abandoned their owners and 
all of thm were in ruins when the workers 
took over. A look at the track record of 
some of the older co-operatives will show 
how the efforts of their workers have 
resulted in bringing back to life enterprises 
which had no hope of survival. 

Performance of Worker 
Co-operatives 

Of the nine worker co-operatives, 
Durgabari’s progress is the most spec¬ 
tacular. At the time of take-over the 
garden had 6S acres of land under tea. 
The total number of tea bushes was 
around 33,000, though there should have 
been at least 2,60,000 tea bushes. The 
workers put in ail effort to revive produc¬ 
tion. After the first year of take-over, the 
garden produced only 17,000 kg of green 
leaves. This increased to 34,500 kg in the 
next year (1981) and to around 70,000 kg 
in 1983. The workers realised that the old 
plantation had to change if the garden was 
to progress as most of the bushes were too 
old. They started expanding the area 
under tea and also ujnooting and replan¬ 
ting the old aieas. At present the garden 
has 110 acres under tea of which 60 acres 
have new bushes and 40 acres have old 
bushes but these too have been filled in 
by fasw growing variedes of bushes. The 
remaining 10 acres were idanted last year. 
Since it takes five years for a tea bush to 
reach its prime, the efforts of the workers 
can be ji^ed only after this period. The 
garden pi^uced 2,08,000 kg of green 
leaves in 19^ uid ^s year flOM) it had 
produced 242,000 kg Hu the first week of 


October. It expects ipprodnoeniorethiin 
3,00,000 kg by the end of the year. 

The co-operative received subsidies and 
grants-in-aid to carry out its activities dur¬ 
ing the first five years. It was also sanc¬ 
tioned a loan of Rs 2041.000 by NABARD 
in 1983 of which it has drawn Rs 1043.000 
so far. The loan was used to improve the 
garden’s irrigation system and its workers’ 
houses. The co-operative's expected annual 
income through sale of green leaves this 
year is around Rs 7,30,000. In addition it 
sells tea saplings, clones, bamboos and 
thatch to other tea gardiens which give 
it an additional annual income of 
Rs 1,00,000. Its total annual expenditure 
is slightly less than Rs 6,00,000. The co¬ 
operative has regularly paid interest on the 
NABARD loan and from this year it will 
be repaying Rs 1,00,000 annually as the 
principle. 

Ludua and Darrangdilla have also 
recorded rapid development. When the 
co-operative was formed at Ludua the 
garden had 130 acres under tea but was 
producing only around 30,000 kg of green 
leaves. This increased to 71,300 kg in 1981 
and to 1,32,000 kg in 1983. Its present 
yield is around 3,00,000 kg. Tlw co¬ 
operative at Darrangdilla started function¬ 
ing in August 1983. The garden produced 
23,000 kg green leaves in the first year. In 
1987 its yield rose to 1,30,000 kg and this 
year’s yi^ is expected to cross 140,000 kg. 
The garden has 110 acres under tea. 

As in purgabari, Ludua and Dar¬ 
rangdilla too started programmes for re¬ 
juvenating their uneconomic units. The 
area under tea was increased and new 
bushes were planted in the vacant patches. 
Both gardens have taken loans for develop-, 
ment work but they have already repaid 
them. They had also received subsidies 
and grants during the initial years but they 
do not need them any more. 

Thchai tea estate is a new planuition 
started by its worker co-operative in late 
1979. The co-operative be^n its activities 
with modest grants from the state govern¬ 
ment and loans from finandal institu¬ 
tions. The Tba Board had estimated In 
1979 that the cost for bringing 150 acres 
under tea would be Rs 21,00,000. However 
during its first five yean the co-operaHve 
brought more than half this area (83 acres) 
under tea at one-third the estima^ costt 
(Rs 7,00,000), The garden has at present 
too acres ur^er tea of which a little less 
than 60 acres have reached the qMimura 
yield as these were planted more than five 
years aga The total yield of green leaves 
was around 1,40,000 kg in 1987 and this 
year it is likdy to reach 140,000 kg. Its 
total income in 19^-88 was Rs 345,337 
vdiereas Its expenditure was Rs 2^,648. 
The co-operative has taken a loan of 
Rs 3,03,000 from the Ika Board and 
Rs 1,00400 from the State CO-o0etative 
Bank. It has been paying tire interest on 
these loans which aniounu to Rs 39,^ 
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•imiitny mi 4' fttiiB AU it start 
repaying tlie principle tt> the Dsa Board. 

A common featura of the five worker 
orvoperatives which have been functioning 
for five yearsor more is that they are more 
or less independent financially. They have 
been able to achieve this performance 
because they have used the loans and sub¬ 
sidies judiciously. Their success, in terms 
of production and financial indepemtence, 
is phenomenal if one takes into account 
the condition of the tea industry in the 
fiate. A majority of the tea gardens in the 
private sector in the state are sick, 
resulting in the lowest per acre yield in the 
country. Most of the tea bushes are too 
old to be economic Rejuvenation or 
replantation of bushes or extension of 
area under tea are almost non-existent in 
most gardens, in spite of the liberal loans 
and subsidies available. The worker co¬ 
operatives in IVipura have shown that sick 
units can be restored through the initi¬ 
atives of their workers and with minimal 
financial support. 

All these co-operatives, with the excep¬ 
tion of Ludua, are existing through the 
sale of green leaves to other tea gardens. 
Ludua its own fadory which processes 
its green leaves and those of Lilagarh. If 
the other tea gardens had their own fac¬ 
tories their condition would be even bet¬ 
ter. Moreover, the prices they get for their 
green leaves is lower than those offered in 
other parts of the country. Th^ are at pre¬ 
sent selling their leaves at prices ranging 
from Rs 2.25 to Rs 2.7S per kg. Co-opera¬ 
tive tea factories in the Niigiris (Tamil 
Nadu) and Kangra (Himachal Pradesh) 
are paying the small tea growers in their 
areas prices ranging from Rs 3 to Rs 4 per 
kg. Hence the performance of worker co¬ 
operatives in iVipura is truely remarkable 
if one ukes into account the odds they 
face. 

New GOVERNMENrS AHPROAt'H 

The present government has adopted a 
hostile attitude towards these co-opera¬ 
tives. The foct that these co-operatives are 
playing an important role in the survival 
of this vital industry does not seem to 
matter. Its only consideration is that the 
worker-membos of the co-operatives are 
members of the CITU and hence they 
must be curbed. The government has 
stopped all financial aid to tea co-opera¬ 
tives. The diief minister announced the 
legislature on July 26, that grants would 
be resumed only after the accounts are 
scrutinised and they are found to be in 
mder. How lo^ this will take is i^bod/s 
guess. Three of the co-opemtives, viz, 
Mayungtuka, Aichuk and Dimatoli, have 
closed down. These gardens had not been 
ftinctioning for sev^ years before the 
worhen took over and were in totally 

dilapiftoted conditiona. The workers need¬ 
ed to Mart replantation and extension 
work ona huse scale if these gardens were 
to be vi^ They requite financial aid fin- 


ait least five years to undertale these tasks. 
These gardens, which were taken over in 
19M, were solely dependent on grants for 
their survival. Hence when these grants 
were stopped they were unable to function. 
Their workers are now unemployed and 
they hunt around in the vicinity looking 
for work. The fourth garden which was 
taken over by the workers at the same 
time, namely, Khowai. has not yet closed 
down becau.se its condition at the time of 
take-over was not as bad as that of the 
other three. Its workers are able to get 
some wage through (he sale of green 
leavn. However, they will not be able to 
continue in this manner when the pluck¬ 
ing season ends in December. They have 
no reserve fund to tide them over the 
three-month lean season (December to 
February) when plucking of green leaves 
stops. 

The situation is not as bleak for the five 
older co-operatives as they are better off 
financially. Stoppage of government 
grants does not affect them bnrause they 
vvere getting Rs 20,(X)0 annually as mana¬ 
gerial subsidy and they can do without 
this. However, since the government is 
unable to strangle them financially, it has 
been using other methods to do so. Soon 
after the Congre$s(I) victory, INTUC 
leaders started visiting these gardens and 
tried to lure the workers to their union. 
Th^ were rebuffed in ail cases. Congress 
workers then tried to forcibly take over the 
gardens by threatening the workers. Four 
of the co-operatives were able to resist 
these onslaughts. The fifth one, Dar- 
rangdilla, fell prey to these machinations. 
Its workers were almost in a state of siege 
till the INTUC took over. They were 
harassed by Congress(I) musclemen 
whenever they left the garden. Many of 
them stopped going to the local market 
at Mantkbhandar Bazaar because they 
were roughed up by Congress(l) suppor¬ 
ters there. The people in the surrounding 
villages started grazing their cattle inside 
the garden which damaged the bushes. 
Workers complained that everyday about 
ISO to 200 herds of cattle would be forced 
into the garden area. The workers were not 
even safe inside the garden as some of the 
musclemen would frequently enter the 
labour lines and pick up fights. Two 
workers were badly beaten up aod one of 
them, Arun Tanti, is tying paralysed in 
hospital. Unable to withstand these 
pressures the workers allowed the INTUC 
to take over the garden in late September. 

Though the other gardens have been 
able to vrithstand pressures from the 
government and the INTUC so far, they 
are being constantly harassed on some 
count or the other. The Tripura Iba 
Development Corporation, a state govern¬ 
ment undertaking, had purchased green 
leaves, clones and bamboo from Dur^bari 
last year. It owes the co-operative 
Rs 1,61,000 for this but it is refusing to 
pay. This made the workers wary of all 


government undertakings. The co-opeta- 
(ive has decided not to sell its green Icayes 
to the public sector tea gardens as it is 
afraid that it will not get its dues. TTte co¬ 
operative has given 10 acres of its land to 
TTDC to build a lea factory. The workers 
then believed that they would be able to 
process their leaves in this factory. 
However though the factory is being built 
on the co-operative's land the workers 
have decided not to process their green 
leaves there. 

Officials from the co-operative depart¬ 
ment make frequent visits to these gai^ens 
to see if anything is wrong. So far they 
have drawn a blank in ail the five func¬ 
tioning co-operatives. Durgabari has had 
more frequent inspections since it is the 
most easily accessible. The co-operative's 
accounts and minutes books have been 
scrutinised several times to detect any ir¬ 
regularity. The registrar of co-opemtives 
sent a show cause notice to Thrhai dated 
May 31, 1988 alleging that elections had 
not been held for more than a year and 
hetire iu board of directors had lost its 
iocus standi. The letter alleged that elec¬ 
tions had not been held since September 
28. 1986. In its reply the co-operative 
noted that elections had not been held not 
since 1986 but since September 1985 
because its bye-laws (clause 18.1) states 
that elections were to be held once in three 
years and not every year. Hence the current 
board's term was till September 1988. 
Soon after replying to this letter the board 
resolved, on June 14,1988, that elections 
would be held on August 14,1988 and it 
requested the registrar to depute an officer 
as observer. The authorities did not res¬ 
pond to this request. The workers were 
naturally afraid that once the term of the 
existing board expired the authorities 
could appoint an administrator in it' 
place. Therefore, in its general body 
meeting on August 14 (which had been 
called in order to hold elections) the 
members resolved that in case elections are 
not held before the expiry of the present 
board’s term it would continue in office 
till a new board was elected. The co¬ 
operatives bye-laws (clause 22.1) has a pro¬ 
vision to this effect. 

The government’s hostility towards 
worker co-operatives has made the workers 
more determined to protect their otganisa- 
dons. As things stand it may be difficult 
for the government or the Congms(l) to 
establish control over the remaining co¬ 
operatives. The government cannot dis¬ 
solve these co-operatives on grounds of 
corruption or misuse of funds. The co¬ 
operatives have maintained their accounu 
scrupulously and they have cleared all w- 
rears. However, they are still not safe 
because the government may carry out its 
threat of dissolving the elected bodies of 
all co-operatives in the state In this case 
nominated administrators will replace 
elected bodies. The workers’ initiative will 
be killed and one can well imagine what 
the fate of these gardens will be 



In Sorrow and Anguish 
Remembering Delhi’s Victims of 1984 

. A G>m8pondent 


Four years after the Delhi killings, two committees are stiU 
pmpittg around, one to assess police conduct and another to 
register cases against the accused. Of the officially acknowledged 
2,733 killings, after one conviction at lower court, not more than 
ten murder cases are pending awaiting trial and judgment, if not 
justice. 


Wherever you go. 

in the silence of tome sunled moment 

you will suddenly hear 

the grim restless footsteps of death. 

But where you will go. 

. 7 

—Samar Sen 

TIME has no discriminatory qualities. It 
heals even those wounds which should not 
be healed. Four years are now past. The 
organised massacre of Sikhs in Delhi has 
receded in public memory. So too perhaps 
the solidarity with which many tndividuak 
and groups.came forward in their defence 
But those whom the dead left behind con¬ 
tinue to eke out their ecisteoce Any attempt 
to trace the course of their lost battle now 
may not be of much use to them. But it will 
be usehil to those concerned with our polity. 
So let us recall and record facts. 

In the week following the assassination of 
former prime minister Indira Gandhi on Oc¬ 
tober 31, 1984, thousands of Sikhs were kill¬ 
ed in different parts of the dty. A fortnight 
later PUDR and PUCL published their 
report. Who Are the Guiltyi in which 
among other things, they named 13 police 
officials, 15 Congressfl) leaders and 198 
local Congress(l) activists and others. (One 
of them was Brahmananda Gupta, pradhan 
and local Congress(I) leader of Sultanpuri.) 

Deflecting criticism 

There was a widespread demand for a 
judicial enquiry. At that time the govern¬ 
ment rejected it. Both the Delhi High Court 
and Supreme Court also refused to appoint 
an enquiry of their own. But independently 
the government (or its agencies) appointed 
three committees; a committee headed by 
G S Dhillon to look into compensation and 
rehabilitation, a committee consisting of 
R C Srivatsav to enquire into the police 
mechanism so as ‘'to strengthen it to pre¬ 
vent future such disturbances” and the 
polioe commissioner ordered a departmental 
enquiry into police conduct in Magolpuri. 
But three weeks later this committee was 
disbanded in the wake of a city level enquiry 
ordered by the newly qipoint^ police com¬ 
missioner, Ved Marwab. In fact the appoim- 
ment of this committee was cited as one of 


the reason.s for the opposition of Delhi ad¬ 
ministration to the demand for court in¬ 
tervention in the petition filed by the civil 
liberties organisations. Still later Ved 
Marwah Committee itself was abandoned 
due to the appointment of JuOice Rangnath 
Misra Commission in April I98S. Almost 
two years later in February 1987 the Misra 
Commission's report was placed before the 
parliament. The commission found nineteen 
Congressd) men guilty of involvement in the 
riots, six of whom were named in PUDR- 
PUCL report also (and they include 
Brahmananda Gupta). In any case the Misra 
Commission’s report gave birth to three 
m(HV commirtees. The first committee; head¬ 
ed by the home secretary. Delhi administra¬ 
tion was to “ascertain the death toll in the 
riots”. The second committee; by Justice 
Dalip Kapoor and Kusum Lata Mittal, was 
to enquire into “delinquencies and good con¬ 
duct of policed’ (the ‘good conduct’ bit was 
not part of Misra Commission’s recommmi- 
dations but was added by the government) 
and the third committee, by Justice 
M L Jain and A K Banarjee. a former IPS 
officer, was to “recommend the registration 
of cases where necessary and to monitor the 
investigation thereof’ in all riot related 
cases. 

In all of the killings that took place 
cognisance of the offence was taken only in 
1419 deaths (which forms 32 per cent of the 
total number of killings officially acknow¬ 
ledged). But in many cases no accused were 
named and hence the actual registration of 
cases did not take place. Among the police 
station areas where no murder cases were 
registered are Mangolpuri, Sbadhra and 
fCalyanpuri. Altogetha 225 riot rdated cases 
were registered. Only 30 of them were 
murder cases. (Since October 1984 to July 
1988 about I2S0 other murders took place 
in Delhi in ail of which cases were registered. 
In fact in some of the cases, as that of 
former prime minister, the trial was com¬ 
pleted and even Supreme Court has delivered 
its rinal judgment.) It appears.that over a 
hundred riot relat^ cases elapsed at the 
magisterial level itself as no charge sheet was 
filed. In atleast 53 cases the accused were 
acqidtted. Some of the acquitted cases in¬ 
clude murder cases. In Naieia (State vs 


Chmidan and others), two widows IBuweem 
Kaur and Oavinder Kaur identified the main 
accused Chandan, a local milk vendor as 
jmrt of the mob that kiHed their husbands. 
But the honourable judge was convinced by 
the defence argument that the two widows 
named Chandan “to escape paying him their 
dues for the three months of milk supply". 
The dues, according to the judgment, rdate 
to “June; July and August” and not to 
September and Oaober, die inunediate two 
months preceding the murder. The addi¬ 
tional public prosecutor, in a rare insbmes; 
recommended that the state should challenge 
the judgment in high court. Tlw govemmem 
rejected his recommendation. In another 
case (State vs Kundan and others) the case 
was dismissed due to the “unrriiability of 
the eyewitness account”. The eyewitness 
Amarjit Kaur was the sole surviving member 
of a joint family that was killed by the mobw 
As they b^an killing, she ran for her life 
and took shelter with nrighbouring women. 
The honourable judge found “the attitude 
and conduct of the witness strange. Her kith 
and kin were being butchered and she had 
the audacity to say that she took shelter with 
a crowd of women!’ Hence the unreliability 
of the witness. 

Some of the cases, including about ten 
murder cases are awaiting trial. They include 
two cases of murder. State vs Uddal and 
others (252/1984) and State vs Suresh and 
others (208/1984). Both the cases fall under 
Sultanpuri police sution and one accused, 
common to both of them, is Brahmananda 
Gupta. Most of the other pending cases 
relate to minor offences. 

In all only ten cases have resulted in con¬ 
viction. One, so far the only one, is a case 
of murder. Six persons from Mahavir 
Enclave; in cantonment area, were convicted 
with a life term by the sessions court, for 
murdering their Sikh neighbour. In anotho' 
case, at Deshbandhu Gupta Road, one per¬ 
son was convicted for rioting with three 
months simple imprisonment., In Tilde 
Nagar one penon was convicted for “posses¬ 
sion of stolen property” with six months of 
simple imprisoiunent. In another case one 
person was convicted for theft. He was 
rdeased on a personal bond of Rs 2J)00 and 
an assurance of “good behaviour for one 
year”. A number of offences against Sikh 
community in 1984, attract light punish¬ 
ments as they faU into the category of what 
the law describes as “first offenc^. In five 
cases, ten peo|de were convicted for viola¬ 
tion of curfew orders in Connaught Place 
and were fined R$ 23 (Rupees twenty-five 
only) each. This so far is the course of the 
law. 

In the total eight committees or commis¬ 
sions appointed two; by the police; abandon¬ 
ed their work. The G S Dhillon Committee 
recommended a compensation of Rs 10;000 
for death, Rs 1,000 for injury and Rs 3,flQb 
for damage to dwdling. Of (heapdfeations 
for compensation, 7j000 daiffls were iqjaefRl 
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done rdttM to 2.427 deaths, X403 injuries 
and 3,537 cases of damage to houses. But 
fhe DelM High Court recently uphold the 
claims of 1,200 people whose cases wen 
earlier rqectcd by the Administration. 
Meanwhile the government, in December 
1987, accepted *in princi(de^ the recommen¬ 
dation of the Misia Commission to enhance 
the compensation. The Srivatsav Committee 
on police mechanism recommended increas¬ 
ing 3 more police districts, 12 more police 
sub-divisions and 23 mote police stations. 
(One such police station “to prevent future 
riots'*, on the recommendations of the com¬ 
mittee, is set up at Delhi University campus.) 
This is the only committee whose recom¬ 
mendations were readily accepted by the 
government. Rs 310 million was allocated 
for the impinnentation of these recommen¬ 
dations in the current financial year. The 
amount spent for compensation, on Dhillon 
Committee recommendations, was Rs 7S 
million. 

The Misca Commission, it may be recall¬ 
ed, gave birth to three new committees. The 
home secretary, Delhi administration sub¬ 
mitting his report 40 months after the kill¬ 
ings. in May 1988, arrived at a precise and 
final figure of 2,733 deaths during the riots. 
Dalip Kapur and Kusum Lata Mittal Com¬ 
mittee to enquire into police conduct delayed 
the finalisation of its report, according to 
a sutement by the union home minister in 
parliament, "due to non-availability of files 
from the administration”. The Jain-Banarjee 
Committee in an interim order directed pro¬ 
secution in two cases. In one case no accused 
were named and hence no prosecution could 
take place. In another case of murder at 
Sultanpuri, nine people were named as ac¬ 
cused. One of them was Saijan Kumar, 
former MP and the then gen^ secreury 
of Delhi Pradesh Congress Committee No 
proceedings were launched in this case 
Recently the it governor Romesh Bhandari 
also rejected the recommendation. But in the 
meantime the High Court of Delhi accepted 
the petition filed against the committee and 
stay^ part of its proceedings. The petitioner 
in this case “filed in the interests of the priil- 
ciples of natural justice’ that were uphdd 
by the high court is the ubiquitous BraWa- 
nand Cupta. 

Thus four years after the killings, two 
committees are still limping around one to 
assess police condua and another to register 
cases against the accused. Of the ofiieially 
acknowledged 2,733 killings, after one con¬ 
viction at lower court, not more than ten 
murder cases arc pending awaiting trial and 
Judgment, if not Justice. Hie sickening 
callousness of this process is matched only 
by the prditical process. 

Rotten Pouity 

TlieCoiigtOta(l),thep^inpowercon- 
dnues to shicitf its members Cron criminal 


procedure code. The opposition parties are 
also guilty of indifference. IWe shoidd recall 
that none of them were conspicuous by their 
presence during the holocaust. In December 
1984, briefly dead people became a live issue 
for them during the general elections. Later 
none of them participated in the proceedings 
of the Misra Commission. Since 1985, when 
the new parliament came into existence, 
debate on Misra Commission report and five 
short duration questions wm all that were 
raised in the parliamem. The secularism of 
most of our opposition secular parties, it ap¬ 
pears, is confined to popular serials telecast 
at prime time and best sdling novels publidi- 
ed abroad but not concerned with people 
who get killed. 


FOR several months there has been a kind 
of one-sided debate in Gujarat regarding the 
Sardar Sarovar Project (SSP) on the 
Narmada river. The debate became heated 
and hysteric after a memorandum signed by 
a number of leading experts in-irrigation, 
economics, environment and ecology was 
submitted to the prime minister requesting 
him to reconsider the feasibility of the pro¬ 
ject. The signatories include M.S Swami- 
nathan (agricultural scientist). Obaid Siddigui 
(molecular biologist) Smish Dhawan (former 
chairman, ISROk M S R^hunathan (mathe¬ 
matician), M L Dantwala (economist), Soli 
Sorabjee (jurist), Upendra Baxi (jurist). 
Mavlardcar (former MP), Rajni Kbthari 
(poUtical scientist), Mrinaiini Sarabhai 
(dancer) and many other eminent citizens 
from maiqr walks of life. Mrinaiini Sarabhai 
and Maviimkar wne compelled to withdraw 
their support to the memorandum by a series 
of tiueats. 

Thousands of oustees of the SSP are 
vehemently opposing the SSP, not only 
because of the failure of Rie government to 
rriiabiiitate them but also because the SSP 
is nothing but a colossal national waste of 
resources. The SSP is estimated to cost 
Rs l3,5(X)ciore. A few years ago the cost was 
estimated to be ground Rs 4,000 crore only. 
Astheesdroatedoofthas betm rising steeply, 
the latest estimates are also subjea to 
revision. 

The chief miidster of Oujatat, Amarsinh 
Choudhury; is currently campaigning for 
support of the SSP. Hflwnci; he has dtodos- 
ed some very interesting bets which have a 


Meanwhile in this four-year period five 
out of thirteen accused police offidals got 
promotions, two accused Congreii(t) leaders 
became central cabinet ministers and two of 
the judges who arbitrated were promoted to 
higher positions. But the victims remained 
where they were, as the administtatitm 
refuses to administer, prosecution refuses to 
prosecute and courts close their doors.. The 
constitution, the parliament, the judiciary 
and in an extended sense, democracy itself 
have failed them. In a way this is the end 
of the road for the victims of the 1984 
massacre. But then collective memories, in 
our country, have a way of catching us 
unaware in the "silence of some startled 
moment”. 


great significance to the SSP. He drew at¬ 
tention to the fact that 3.33 lakh hectares of 
land in Kaira district and 28,000 hectares in 
Surat district were infested with salinity 
following excessive irrigation leading to 
water-logging. When the irrigation projecu 
for the two districts were commissioned, the 
concerned authorities foresaw no such even¬ 
tuality. The very same authorities are now 
assuring us that not an inch of land will be 
water-logged and not an inch of land will 
be affected by salinity as a result of SSP. 
What is the credibility of such assurances 
and those who give them? 

The other claims of the irrigation autho¬ 
rities must also be taken with a pinch of salt. 
When the Dantiwada Irrigation Project was 
conedved in the year I960, the government 
claimed that 44400 hectares of land would 
receive water from the scheme: Twnty-eight 
years have elapsed after the claim was made; 
but only 40 per cent of the claim has been 
realised in fact. There is a chasm between 
the claims made by the government and,ihe 
actual benefits. In the course of 28 years the 
costs of the inojects have multi|died to 
several times the original estimates, even at 
the benefits have dwindled. 

The SSP it sunwted to supply water to 
61 talukat of Gujarat out of the 184 tal«ikas 
in the sttte. The benefidariet are the already 
prosperous talukat. Many of the 61 talukas 
have already been the recipients of bciwfits 
from the b^ of minor at well at existing 
major irrigation ichemet bi the ttatn Thete 
devdoped talukat are damouiing for more 
development at the cost of the little- 


Sardar Sarovar: Claims and Reality 

Mathew Kalathil 

The 61 talukas in Gujarat to which the Sardar Sarovar Project will 
provide irrigation water are the relatively advanced ones in the 
state which have already been the recipients of benefits from 
minor as well as major irrigation projects. These developed 
talukas are clamouring for more development at the cost of the 
other 123 less developed talukas. 
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^^iwioptil 123 Wuku. The powerful lobby 
61 developed talukas is strong enough 
^ compel the chief minister Amnrsinh 
^olidbury to support SSP even though he 
BM fervently called upon the state some time 
ggo to consider lift irrigation schemes and 
(Mber alternatives to large dams because of 
^.water>l(^ing and salination problems 
diOtling the major projects already com- 
(Meted. Moreover, the lopsided development 
'of 61 talukas at the cost of the remaining 
.'123 talukas will create regional imbalances 
which are likely to have grave and adverse 
Consequences on the small and medium 
' fermers in the underdeveloped talukas. How 
lOaiiy of the small and marginal farmers in 
the 123 underdeveloped talukas will be eaten 
|ip by the land sharks from the 61 developed 
talukas is yet to be seen. 

Large tracts of forests on both banks of 
Narmada river will be submerged by the 
SjU> Some participants in the debate on the 
benefits of SSP have written and spoken of 
the large-scale denudation of forests which 
has already taken place They have noted the 
large-scale appearance of barren surfaces 
resulting from erosion in lands which were 
covered by thick fore.st.s only four decades 
ago. The disappearance of the forests in 
those regions is not related to the construc¬ 
tion of SSP. To the best of my knowledge 
politicians enjoying state power are behind 
the large-scale illegal clearance of forests. 
The mode of operation of the big forcst 
thieves is to employ tribals to fell trees and 
carry the same to trucks for a pittance. Fre¬ 
quently the timber is hidden till sufllcicnt 
loads are ready to fill the trucks which 
clandestinely transport the timber to the 
cities for illegal trade. 

As th' operators enjoy political power, the 
illegal transportation and sale of timber 
Stolen from the government-owned forests 
is only a minor pioblem. Cjircn the large 
scale of illegal cutting of trees already going 
on, what guarantee is there that compen¬ 
satory afforestation for the submerging 
forests in SSP will be of any avail? Will there 
be any forest left unscathed anywhere? 

TVibais who currently fell trees for the big 
forest thieves do so most reluctantly. They 
do so only when they are faced with starva¬ 
tion. With the construction of SSP and 
other irrigation projects the number of 
destitute tribals keeps on increasing. Given 
their techrmlogy and culture they are unlikdy 
to survive the cauclysmic change of ‘rehabi¬ 
litation—a euphemism for the genocide of 
the tribal population. But they are unlikely 
not to make a desperate struggle for survival. 
Unskilled and illiterate as they are, they will 
gladly hire themselves out to illegal forest 
operators whose business will thrive and 
prosper. 

A question was raised in the Gujarat sute 
assembly some months ago relating to the 
tenders of particular companies being ac¬ 
cepted by the irrigation department, which 


discriminated against the rrtho'ladders. The 
preferred companies invariably give the 
lovvesi quotations, but after signing the con¬ 
tracts the companies were allowed to claim 
substantial sums on several grounds making 
the exercise of inviting tenders a crude and 
cruel faice. 

The SSP is to be completed under the 
supervision of 'he irrigation department of 
Gujarat, it is said that the World Bank is 
not entirely pleased with the managerial 
skills of the department and it is likely that 
some imported skills may also be used for 
the purpose. On October 18 there was a 
newspaper report on two irrigation projects, 
viz, Keiia and Ihujh in Valsad district in 
Gujarat. Rs 38 crorc had been spent on the 
two projects. However, much of the cement 
meant for canals in the project had been sold 
in the black market and as a result the canals 
were not complete or were below standard 
quality. Muf'h of the money allocated for 
these projects has been embezzled and even 
after six ys ars the projects are not near com¬ 
pletion. The same story is being repeated in 
the Karjar, irrigation Project. Much of the 
cement meant for the project was sold in the 
black market with the result that some parts 
of the canals which were completed only a 
short time ago have disintegrate even before 
they began to be used. Of course, the sup¬ 
porters of the SSP argue that no such thing 
will ever happen in the case of the SSP. They 
have to be believed as th^ are honourable 
men! 

The cost-benefit picture in the case of SSP 
is cited as particularly attractive insofar as 
the benefits arc said to outweigh the costs 
by far. Howev^, the costs are underestimated. 
Take, for instance, the lands which were 
acquired for the SSP. Kevadia colony in 
Nandod taluka of Bharuch district is built 
on lands acquired from tribals in the year 
1961. The officers of the irrigation depart¬ 
ment engaged in the construction of SSP 
reside in the colony. The tribal farmers were 
paid a mere Rs 100 per acre by way of com¬ 
pensation. The tribals were ousted from their 
lands for a song and they could not purchase 
any other lands with the insignificant sums 
of money paid to them in compensation for 
their lands. The cost of the forests submerg¬ 
ing in the SSP has also been greatly under¬ 
estimated. While the environmental losses 
owing to the SSP and the Narmada Sagar 
Project together will be around Rs 40,000 
crore^ we are told by the supporters of the 
SSP that the losses will be considerably less 
than that. 

Even a scholar like Vidyut Joshi claims 
that the rehabilitation of oustees affected by 
the SSP is being excellently looked after. The 
government officer charged with the duty of 
rehifoUitating the oustees had to ^rove the 
land purchases by oustees before compen¬ 
sation money for the lands acquired from 
the oustees for the SSP could be released. 
The officer was duty-bound to see to it that 


the oustees woukf ^ a cfeur 
they purchased. Any reasonable officer 
would be bound to examine tjie oTfe of the 
lands the oustees are abput to purchase. Otw 
care and diligence would require that he 
announce the imminent purchase in local 
newspapers and invite any claimants to stake 
their interest in the lands before executing 
the sale deed. No such precautions were 
taken. In Gadkoi, Khadagda, Sandhia, 
Sukha and Vaviaia 22 oustees were trapped 
into buying 69.30 acres of land with heavy 
encumbrances on them. Some oustees are 
unable to enter the lands they purchased as 
there were tenants on the lands at the time 
of sate by the owner. 

It would not be unreasonable to expect the 
rehabilitation officer to see to it that the 
oustees do not buy lands which are about 
to be acquired for any public purpore. \bt 
the rehabilitation officer attach^ to the SSP 
allowed 14 oustees to purchase lands which 
were to be acquired for the canal construc¬ 
tion of the very same SSP. The 14 oustees 
had to give up 29.23 acres in this way suid 
they could not buy any land in lieu of the 
29.23 acres they lost. They are much poorer 
today than they were originally. 

Those who wish to endear the SSP to the 
public are also engaged in disseminating 
misinformation. Karsan Natha is an oustec 
of SSP from village Gadder. He used to 
cultivate some government lands in his 
village and earned his livelihood. The 
rehabilitation officers claim that they have 
given him good lands worth rupees one lakh 
or more than the value of the land they 
displaced him from. When a press reporter 
met Karsan Natha and tried to verify the 
statements appearing in the press, the tribal 
confessed that he was still landless and that 
he had not received possession of any land. 

The opponents of the SSP are not denying 
the need for irrigation. They are advocating 
alternadves to big dams so that the benefits 
of development are more equitably distri¬ 
buted. They also express concern for en¬ 
vironment and natural resources which are 
depleted at an accelerating pace because of 
large-scale irrigation projects. They also 
object to the large-scale corruption and 
embezzlement of public money which are 
concomitanu of l^e-scale projects. Thor 
are against big investments and costs without 
corresponding benefits. Above all they are 
against the genocide of tribals and weaker 
sections of thb population in the name of 
so-called, ‘progress*. The government has foil¬ 
ed in not prMoiting to the peoplq feasit^ 
alternatives to big dams. Develofment of the 
catchment areas by creating thousands of 
water-sheds and percolatioa tanks, and plan- 
ting trees, shrubs andgius on a laige scale 
in the upper and middle regidite of the 
catchment area would have been sufficient 
to revolutionise the foiling economy and 
bring prospetity to nuuv millions of smatl 
and marshal foimer*. 


Economic ai^ Pbiitjeai tkfeidliy 
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The , the Tolerable, 
and the Jarring 

Changing Images of Women in FP Propaganda 

Vimal Balasubrahmanyan 

Negative stereotypes notwithstanding, it must be acknowledged 
that the government's new FP propaganda embodies some 
commendable new attitudes. 


FP PROPAGANDA is FP propaganda, 
whatever be the images used. This could 
be one way of responding to—and perhaps 
rejecting outright—the changing media 
images of women, in the Establishment’s 
efforts to promote family planning. On 
the other hand, one could examine these 
new images and consider in what manner 
they are in tune with the aspirations of the 
women’s movement—and frame our res¬ 
ponses accordingly. It is the latter ap¬ 
proach which is attempted here. 

FP promotion today is departing from 
the earlier message that population con¬ 
trol is a must in the ‘national interest'. The 
emphasis today in official propaganda (as 
seen, for example, in the 9 pm TV spots) 
is on the desire and need for birth con¬ 
trol, expressed by individuals, to further 
their own interest. 

Some of these TV spots in Hindi have 
been adapted into regional languages for 
local telecasts. And a typical dichotomy 
has appeared. For example, in Hyderabad 
one secs not only the new ‘progtessivtf TV 
spots but also the old cartoons debunking 
large families and propagating outworn 
idm like ‘this family is poor benuse there 
are too many children’, which continue to 
be used as fillers to kill time between 
programmes. 

The women’s movement has always re¬ 
jected such simplistic population control 
ideology, and family planning program¬ 
mes have been critiqued by progressives 
for failing to understand the dynamics 
between poverty and population growth. 
However, what we find today is that 
whether or not the Establishment still 
clings to this elitist ideology (it probably 
does), outwardly at least, in the images it 
is now trying to employ, it appeus to be 
ackiKNvledging the validity of cer^n con¬ 
cepts like women’s fdt ne^ for Hrth con¬ 
trol and contraception methods; their 
personal worth as human beings; the 
economic value of their labour; the im¬ 
portance of protecting their health; the 
disastrous effects of early marriage 
followed by early and frequent child¬ 
bearing; the right to education and per¬ 
sonal growth of the girl child, etc 

The fhet is that while the women’s 
movement supports all these concepts as 
desirdste is themselves, the Establishment 
emdushies th^ mainly because they are 
(hdmi whieh win encourage bccepumct^ 


of family planning methods and will result 
in a lowering of the birth rate and there¬ 
fore control population growth. The ques¬ 
tion therefore is: what is our attitude 
towards these images? Do we welcome 
them because they are in tune with our 
own outlook, or do we reject them 
because the motives underlying them do 
not coincide with ours? My own view¬ 
point is that we should examine each of 
these images critically, accept those which 
further our own cause, reject those which 
don’t, and suggest modifications in those 
which are ambivalent. And simultaneous¬ 
ly we should campaign for policies which 
transform the desirable messages into 
reality. 

Conflict and Convergence 

It is an undoubted fact that there are 
areas of conflict as w«ll as convergence 
between the government’s desire to curb 
population growth and the women’s 
movement’s demand for birth control as 
a human right. The government on its 
part is anxious to make available and en¬ 
courage the use of contraception. This 
suits us to the extent that we too demand 
access to sq/Sr gpntraception methods of 
choice. The operative words here are safe¬ 
ty and chdee—which is where the conflict 
l^ins. 

To get the Pill when we want the Pill 
and not to be coerced into accepting the 
lUD. lb get the lUD when we want the 
lUD and not to be told to accept the in¬ 
jectable instead, lb get aA abortion when 
we want an Portion and not to be forced 
to get sterilUed as a condition. And in 
erery instance, to receive competent 
medical service, sympathetic after-care, 
full information on side-effects and help 
in coping with them, plus the choice and 
means of switching ever to another 
method if that becomes necessary. 

If these elements of choice and safety 
can be ensured, if there are enough 
safeguards against coercion, then 
whatever be the motives of the govern¬ 
ment in propagating FP messages and 
however much we disagree with its real 
ideology, we don’t need to oppose the new 
experimenu towards giving FP a more 
humane image, sensitive to the concept of 
women's rights. 

Of course, there are many ifs and buts, 
and ceaseieiu vigilance is needed to pro¬ 


tect the elements of safety and choice 
Endorsing the positive images/tow being 
propagated does not imply endordng 
shortcomings and abuses in actual FP ser¬ 
vices. Indeed, it may be argued that the 
task for the women’s movement now is to . 
campaign fot FP services which conform 
to what is promised in the propagan^ 
images. 

That said, one can take a look at some 
of the current images in FP propagation 
and contrast them with what used to ap¬ 
pear in the past. 

A Great Leap Forward 

The first impression one gets is of a 
tremendous improvement in terms of sen¬ 
sitivity to human needs and particularly 
women’s needs. The contrast is sharpened 
when one recalls for example, some of the 
preposterous ads put out by the Punjab 
government around I984-8S extolling 
abortion, coppcr-Is and lapmascopic 
sterilisation, using the most odious copy 
to show how ‘pleased’ women were with 
the government’s FP scrvice.s. 

Apart from this, it is clear that the new 
government policy to bring down the 
birth-rate (and which is reflected in the 
media .strategy) is based at least outwardly 
on the ideas of child-survival; postpone¬ 
ment of marriage; delaying the first child 
and spacing out the next; the value of the 
girl child; her right to full physical and 
mental development, and the injustice of 
imposing too early the burden of marriage 
and motherhood; the involvement of men 
in FP decisions and their interest in using 
condoms and undergoing vasectomy. Let’s 
look at these images one by )Ae; 

Child Survival: In these messages, one 
could suggest a shift in emphasis to stress 
the right of mothers to get their babies im¬ 
munised. There is a potential here to con- 
scientise women on their rights vis-a-vis 
the health-care system. Which would in¬ 
clude demanding adequate availability of 
vaccines, door-step services, appropriate 
clinic timings, and an address to which 
complaints and grievances can be taken 
(instead of the present approach of giving 
an address where more ‘information’ can 
be obtained. 

The child-survival TV spots are broadly 
based on the principle of imimrting infor¬ 
mation-assuming that it is ignorance 
alone which is causing infant mortality. 
They overlook the truth that it is also poor 
access to health services, for a variety of 
reasons including the class structure; 
which explains poor levels of immunisation. 

Some of the TV spots, which focus on 
the health impact of frequent preg^cies 
on mothers and babies, give the impres¬ 
sion of blaming it all on women’s ig¬ 
norance of birth control. They are 
pointless because they don’t acknowledge 
the unequal relations within the family 
and community because of which, 
however strong their desire to avoid 
pregnancy, and though they know of the 
existence of contraception methods, (hey 
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V jme no control over the situatfoa. These 
>«TV spots could be redone in such a way 
to uphold a woman's reproductive 
"iights vis-a-vis husband, family and 
community. 

For example; there could be a sequence 
where a young mother says; “1 had my 
first baby too soon. I mustn't ruin my 
health by having another one just now!’ 
And the off'Screen voice could agree, go 
on to describe the methods of contracep¬ 
tion, male and female, and suggest: “Iklk 
it over with your husband and make sure 
you don't get pregnant till you want tor’ 

Ifr/ue of the CiH-Child: &me of these 
have commendable messages. There’s the 
spot which says: “Don’t Just marry off 
your daughter—strengthen her future by 
educating bed’ Therms one in which a 
pregnant daughter-in-law is complimented 
for saying that it doesn’t matter if the baby 
is a boy or a girl as long as it is born 
healthy. 

Some spots focus on the injustice of 
early marriage in terms of a girl's com¬ 
plete human development and there are 
several highlighting the law regarding per¬ 
missible age of marriage. There’s a sen- 
‘ sitive one in which a young man realises 
the injustice of marrying an under-age girl 
when he looks at his own little sister who 
too could become the victim of such a 
fate. 

The jarring ones are those which use 
the an^ogy of plant life to suggest that 
only mature plants can bear healthy fruit, 
thereby equating the bodies of girls to 
potential baby-producing machines. 
Worse, these are the spots which put 
across the message throu^ the mouths of 
men, who draw upon their knowledge and 
experience as farmers to explain the 
soundness of the planned-family principle, 
and who seem to see women not as in¬ 
dividuals and as partners in life but as 
producers of the next generation. This en¬ 
tire set of messages deserve to be scrap¬ 
ped or redone more sensitively. The idea 
of showing that men too should be con¬ 
cerned about having planned and rest¬ 
ricted families is good but the way it has 
been done is repugnant. 

Men as humane husbands and fathers: 
The effort to incorporate this concept in¬ 
to the current series deserves appredation. 
considering the total silence of the 
Establishment, after the 1977 political 
debacle, on the role of men in FP, the new 
images ate welcome. 

The disabled man who takes his grand¬ 
child for its polio vaccine, the husband 
who asks the doctor for contraceptive ad¬ 
vice Cwhich will do no harm to me or my 
wif<^); the young couple being told by the 
off-screen voice of the importance of a 
good diet during pregnancy with the hus¬ 
band showing exemplary devotion in car¬ 
rying it out; the progmssive father who 
over-rules his conventional relatives and 
reftises to get his.daugitter married off 
early; the 'mascuHnV young male recom¬ 
mending vasectomy to another ‘masculine’ 
young male; the supportive young hus¬ 


band who sympathises with bis wife who 
is being blamed by the mother-in-law for 
producing a daughter... 

All these are certainly a vast improve¬ 
ment over the almost obsessive earlier 
fociis on women alone a$ the subjects and 
objects of FP messages. Of course one 
does have reservations over the «cag- 
gerated macho images of the men in the 
vasectomy spot and the trembling docility 
of the wife who suggests with so much 
fear to her husband that he should talk 
to his friend and find out more about the 
‘operation’. But perhaps the image-makers 
felt that the macho image alone could 
allay fears of impotence. Interestingly, to 
strengthen the he-man image of the vasec- 
tomised male, the TV spot goes so far to 
linger over him lighting a cigarette before 
he starts his dialogue. 1 suspect that much 
agonising must have taken place before 
deciding on this touch which contradicts 
the stand on smoking among the health 
promoters. 

Incidentally, the government ought to 
telecast one mote vasectomy spot to em¬ 
phasise its advantages over tubectomy. 
And perhaps the spot in which the woman 
is being blamed for producing a daughter 
should include a message to the effect that 
if at all there is any 'fault* it is the son’s 
not the daughter-in-law’s. 

Negative Aspects 

And now to the negative aspects of the 
above images which in their totality repre¬ 
sent a step forward but are still plagued 
by the familiar media stereotypes. 

The pregnant bahu in the spot who says 
let-it-bc-a-boy-or-a-girl is a demure 
‘Bharatiya’ daughter-in-law, head covered, 
eyes downcast, and the set-up is the tradi¬ 
tional joint faitiily with all its built-in 
power equations. The fearful wife in the 
vasectomy spot is not quite the picture of 
self-assertiveness which we in the move¬ 
ment would like to see portrayed. And the 
sequence in which the woman is told to 
cat well because she is pregnant would 
quite legitimately evoke the feminist retort 
that she should eat well whether or not 
she is pregnant. The series which say that 
the young girl should not be marri^ off 
because she is not yet ripe for pregnancy 
also strikes a discordant note. One would 
prefer a message to the effect that she; like 
her brother, has the right to be educated 
and made capable of Ireing economically 
self-reliant, before marriage is considered. 

One could go on with more examples, 
for the criticai eye of the cemsdous activist 
will find much that is sexist and difficult 
to stomach in the FP spots. But when one 
thinks about it rationally, one might feet 
that bei^ hyper-critical would be counter¬ 
productive. Ibr one thing. dl these imagm 
deserve to be assess^ not just in 
themselves but in comparison to what 
prevailed earlier. And in fairness one must 
acknowledge that they do represent a 
change for the better. For another, one 
caimot ignore the fact that these messages 


are aimed at an^hudimide 
fbid uitra-iadicaJ images afieiiatuf And 
off-putting. We have to acknowledgeahe 
fact that if ail these media imageswcov ac¬ 
ceptable by strictly feminist criteria, they 
would probably be totally rejected by the 
potential audience—and no purpose 
would be served by that. 

On the Other hand, if the images tenuun 
indeHnitely at the same level, that would 
amount to stagnation. And a positive tote 
that the women’s movement could play is 
to keep monitoring the images and make 
appropriate suggestions for changes and 
improvement so that they gradually incor¬ 
porate more and mote progressive ideas. 

Positive Aspects 

Negative stereotypes notwithstanding, 
we must acknowMgc that the new 
spots embody some commendable new at¬ 
titudes. They clearly acknowledge that 
women are interest^ in birth control, 
discuss with each other the pros and cons 
of.contraceptive methods, and advise each 
other on the basis of their own experience 
Women ate shown to be knowledgeable 
and this is certainly a far more sensitive 
approach than having the white-coated 
authority figure of an omniscient doctor, 
perpetu^ly urging Mgnorant, illiterate 
women’ to use this or that contraceptive, 
for ‘her own good' but mainly in the In¬ 
terests of the nation’. 

On the positive side is the image of the 
young bride being encouraged by her 
family to use contraception to delay the 
first child. It represents a commendable 
rejection of the tradition by which the 
family on both sides has always been 
anxious for an early first pregnancy to 
prove the girl’s fertility. What I have 
doubts about is whether it is the Pill whidi 
should be thus promoted, for surely bar¬ 
rier methods ought to be the first choice. 
One may mention that there are conflic- 
tingyiews about the desirability of using 
a hormone-based method before fertility 
has been proven. 

Again, on the positive side is the spot 
on abortion which highlights the fact that 
it is te^. important because there still is 
much ignorance about this fact. 

As I said earlier, to appreciate the new 
images does not mean that we stop look¬ 
ing at them critically. The Pill ads on TV 
and in print say nothing about contra¬ 
indications and side-effects. They have a 
perfunctory message about consulting a 
doctor whoi they o^t to have a for more 
emphatic warning against self- 
prescribing. 

None of the FP spots stress the 
woman’s right to after-care and con¬ 
tinuous monitoring, whatever be the 
method she adopts. There is roan here for 
the women’s movement to think in ternu 
of a paialtel programme to educate 
women on their riglas regmdiDg optimum 
use of FP services. Wi ^uld atso tidhk 
of what safeguards to demand in the Ihee 
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of of iotcoun^^ 

coAtne^ve am and how thOrehy to 
mfaiiiniie the confUA between women’s 
rights to tdrth cMitrol and the govern* 
mint's objective of population rantrol. 

Postsaipt. There is, of cou^ the 
school of thought which hoids that none 
of the aewmessages are culturally accep- 
uble, that people are still keen to marry 
off their daui^ters early, and that few 
men'are going to be willing to use con¬ 
doms or get vasectomised. Obviously 


bAutviour pattern don’t change over* 
niidn* and ccrtuidy not because a TV spot 
tells ^u to do sa The effort to present 
new images has to be teen at a different 
level: as statements endorsing a different 
outlook and a different approach. And as 
statements they are wdeome They also 
give the progressive movement a basis for 
formulating action plans. And like all 
media in^es, the FP spots too can play 
a role in influencing attitudes even if the 
impact is not instantaneous. 


the question of democratic rights or pat* 
ticipation tor the people cannot be nnsed. 
It is the giver-recipient pattern that exists. 
Any opposition or protest to this will be 
nipped in the bud. But the Protestant 
churches are a little different, especially. 
the central Kerala diocese of the CSI. Here 
it is the Dalit converts who are the largest 
segment. During the I91S-2S period, the 
Dalits formed. 80 per cent of the church 
membership. The struggle for equality 
and participation has bren there since tiw 
beginning of the church. The struggle 
came to a head in 1966 and a considerable 
number of the Dalit Christians broke off 
and formed another church with their 
own bishop. 

The late sixties and seventies saw the 
emergence of a new understanding of 
faith combined with the socio-political 
dynamics. The liberation theology which 
was articulated in Latin America gave an 
impetus to the hitherto subdued voice of 
the poor in the churrh. 1 his was the con¬ 
text of a nru> era of struggle of the poor, 
and the downtrodden in the central iferaia 
diocese beginning with 1982, under a peo¬ 
ple’s organisation by name 'The People’s 
Movement of Faith for Liberation’. . 

Inspired b>' the vision of a god who. 
becomes manifest in the struggles of the 
poor and marginalised for their sel^ocai 
and liberation as in the case of the Israelite 
tribe in their .struggle against the Pharaoh 
in Egypt, the people got a new lease of 
life Th^ could feel a spirituality quite dif¬ 
ferent from the domesticated church life 
and the piety the church promoted. They 
realised that in their struggle for higher 
wages and land, they meet with the god 
of the people, the poor; whether it is out¬ 
side the church or inside, they have to fight 
for their human dignity and human rights, 
the god of the Bible is the god of the poOr, 
the church is the church of the poor. 

POI ITICAl, SiR'iUUI F. 

Hitherto the struggle in the church in 
the central Kerala diocese was only a fight 
between the high caste Syrians and the 
Dalit Christian.s. Of late the poor have 
begun to take it not as a separate tight in 
the church but a.s part of the broader 
struggle for wages, equality, human rights,, 
participation in decision-making, demo¬ 
cratic rights, proportionate representation, 
et<^ that is, a political struggle. The poor 
in the chur.h recognise ;hai they have par¬ 
ticular responsibilities; (i) to politicise and 
mobilise the domesticated people in the 
church, and (ii) to fight the hold of 
religious fundamentalism of which the 
traditional church has become a powerful 
baM 

The July 2 birthday celebratiori was a 
political move on the part of the church. 
The people’s struggle, which began with 
the presentation of a memorandum befdre 
the bishop io 1982. went through several 
stagK, demonstrations, fasts and mass 
dharna (1983), picketing, indefinite fast 
(for n days in 1986). etc. And the church 
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Class, Caste, Church and the Left 
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The disturbances in Kottayam on the occasion of the birthday 
celebrations of the bishop of a church in central Kerala have 
brought into the open the wider and more sensitive aspects of the 
institution of the church, specifically its claSs/castc character. 


JULY 2 was tne day marked for tnc 
celebration of the 60th birthday of the 
bishop of a church in central Kerala, one 
of the Dioceses of the Church of ^uth 
India, consisting of about 80,000 people 
the majority of whom are.. Dalit Chris¬ 
tians. But th( day was marred by a pro¬ 
test by 3,000 people belonging to the 
church. Police lathi-charged on the mass 
of the people consisting of women and 
chiltfaen. The police and the local goondas 
who joined with them were ruthless. The 
people ran helter-skelter. The compound 
wall gave way and many got underneath 
that. Very few of the protestors escaped 
beating and stoning. As many as 59 per¬ 
sons, including women, were admitted to 
the district hospital, Kottayam. 

This was one of the severest lathi- 
charaas Kottayam town has seen. Why? 
This question opens the door to wider and 
more sensitive aspects of the politics of 
the institution of the church. On a seem¬ 
ingly innocent and private affair like the 
birthday celebration of the bishop, the 
nature and class/caste character of the 
church becomes obvious. 

Koala churches have over the years pro¬ 
ved their rightist political inclinations. It 
was the church that came up with a 
proposition of erecting a statue of 
Sir C P Ramaswamy Iyer during the early 
' forties of this century. The church ob¬ 
viously feh that they had to win the favour 
of a despot like Sir C P to safi^uard their 
institotional interests. that time it was 
the bold protest and timely action by a 
group of young Christians under the 
libuih Christian Council for Action that 
foiled this plot. 

Even aftN the coming on the scene of 
the European Missionaries in the 19th 
century, with their humanitarian concerns 
agianst'Slavery and untouchability, the 
church revdled in the practice of cute in 
the chur^ Itself. The latest example, of 


mat is the championing ot the cause ot 
the Christian Dalits by the church hierar¬ 
chy. While on the one hand the church 
would swear that there is no caste distinc¬ 
tion in the church, they are going all out 
to press the demand to include converted. 
Christian Harijans in the Sth schedule of 
the Indian constitution, there^ making 
available to them all the privileges and 
concessions now given to the scheduled 
castes. If there is no caste distinction in 
the church, why are they coming on the 
streets with the demand to consider the 
Christian Harijans as Harijans? 

Nor Acckpted As Equals 

The fact is that the church is not 
prepared to accept the converts as equals. 
Neither would they consider them for 
special privileges in the church. There is 
total neglect of the convms, both for ap¬ 
pointments in the Christian institutions as 
weli u for admission to thdr colleges. Just 
to quote an example, in the prestigious 
CMS College, Kottayam, the present staff 
strength is 170. Out of that only two are 
from converted Christians. The proportion 
is more or less the same in the institutions 
of other church denominations also. The 
paradox is that the church leadership 
which is not prepared to include theDalit 
Christians in any of their lists, is uking 
the government to do that. This expo.se$ 
the politics of the church hierarchy. 

The Kerala state assembly election in 
1987 gives a clear indication that the poor 
in the church, the fisherfolfc on die coastal 
belt and the agricultural labourers (the 
Harijan converts by and large belong to 
tMs sector), are moving to the left. The 
erstwhile vote-banks of the church for the 
ri^tists are now crumbling. 

In the Roman Catholic Church the 
fishermen and the Dalits are grouped as 
a separate Rite and Diocese. Even there 



f^^ll^idetthip reional to desperate measures 

crush the people’s struggles, la 1987, 
'ftiie Faith Movement came out with the 
;lilUgaii that the present bishop who was 
■ booked by the CSl S>'nod for puntsh- 
^ment in the executive committee meeting 
' in August 1987 must resign. It was in the 
context of this upsurge of the people that 
' the management came out with a birthday 
. celebration. Even when it was announced 
. in February (this had not gone through the 
.formal procedures), the Faith Movement 
'sent oiit an open letter announcing that 
Vthe bishop had no moral right to proceed 
'With such celebrations at the cost of the 
diocese without first looking into the 
. demands presented by the people in 1982. 

Not only that the diocesan manage¬ 
ment did not call for a discussion, but in¬ 
corporating various relief and charity 
measures to beguile the poor congrega¬ 
tions, elaborate programmes were launch¬ 
ed. Governors, ministers, M LAs, .bishops 
of the various churches were to be arrayed 
on one dais. They planned it so that it 
could be a forum to show the strength of 
the church against the demands of the 
people for acceptance and participation. 
The class position of the church was 
manifested on July 2 in the guise of 
ecumenism as professed and practised by 
the established churches. 

Over and above all this, on July 2 after¬ 
noon, when thousands of people began 
to gather at the diocesan headquarters in 
front of the Bishop Jacob Memorial Hall, 
the main hall was locked. At the stroke 
of two the gate was opened and only 
selected ones were allowed into the hall. 
The Syrian elements could go in, others 
w«e to be seated in the panda! outside. 
Only the bishop’s guys were allowed in 
and that included quite a number of 
musclemen and musclewomen to deal 
with the protestors inside the hall. This 
blatant dscrimination infuriated the 
crowd outside. Right from the word go, 
the people started shouting and calling out 
slogans. This virtually called a halt to the 
proceedings. The authorities had devised 
plans to meet the situation. Their goon- 
das threw stones and chairs at the police. 
One policeman was hit and blood oozed 
ftom his forehead. Thus started the terri¬ 
ble lathi-charge. Hearing the loud cries 
outside, those of the protestors who 
manag^ to get in (about 30 people, men 
and women) raised black flags ana 
shouted slogans. The church people 
handled them. Some of the women were 
rescued from the hands of women goon- 
das by the police. The police arrested and 
removed thdm. AU this went on for about 
43 minutes. After that the 'birthday 
celebrations* continued 'undisturbed' but 
with very few around! 

Newspapers on July 3 carried different 
versions of the incldmt. One is not sur¬ 
prised that the papers like Malayala 
. Manorama and Mathrubhorml carried 
the bishop's version of the happenings. 


But surprisingly even the CPl(M) paper 
DesabMmani carried a completely 
distorted version of the events. It took a 
clearly pro-church stance. The protestors 
were caricatured as anti-social elements. 
Moreover, after the peopiebad warned the 
C'PI(M) MLA and MP from the area not 
to be part of this politics, the MLA who 
is a minister in the Left Front did not par¬ 
ticipate, but the MP. Suresh Kurup, who 
was supposed to be a close friend of the 
people and the Faith Movement virtually 
strt^e over the bodies of the people and 
entered the hall and made his felicitation 
speech. 

The July 2 incident may not be of any 
significance to many including the left 
parties and their publications, for it was 
only a private celebration, it was a church 
tight of which there are so many in Kerala 
and it was a caste struggle. But for those 
who have been involved in the struggle for 
years, especially after 1982, many who are 
members of the KSKTU, the agricultural 
labourers’ anion, and DYFl and even party 
members of CPUM) and CPI find it diffi¬ 
cult to comprehend why the left cannot 
understand this aspect of the people’s 
struggles. While they find a spirituality in 
the struggles of the KSKTU, why is it that 
the struggle for politicisation inside the 
church is not acceptable to the left 
parties? 

The People’s Movement of Faith for 
Liberation continues with their struggles. 
Their immediate venue is the church, not 
only the CSI, but all the churches where 
the poor are discriminated against on the 
basis of caste and class. But they do relate 
to the struggles of the working class, 
women and other sectors of their reach. 
The faith, as they have discover^, leads 
the people to protest, the anti-people 
politics of the church, like the birthday 
celebration of July 2 even at the cost of 
getting beaten up or being broken up as 
their leader was once broken up on the 
cross. 

But there are serious political issues 
before the people who get involved in such 
people’s movements: 

(1) Has faith, which is for people’s 
libmtion as they confess it, any contribu¬ 
tion in the political struggle of the people 
or is faith only a private matter for the 
individual concerneil as the new political 
dictum goes, "give to Caesar what is- 
Caesar’s and to God what is God’s”, as 
if there is no meeting point between the 
two. The people at the top are obviously 
hesitant to open up this area for discus¬ 
sion even. 

(2) The people find themselves at a 
distance from the established church. 
Honestly they cannot wonhip the god the 
church confesses, the one who legnimisra 
unjust structures of caste and dass. So 
they are fout’. In politics, the left parties 
who stand for the poor, and the ndka) 
transformation of structures too find it 


diffhttilt to afxoiamoaate 
strange creaiutes who speak aoPta f«frh 
and god. So while they ore convinced that 
their faitl( is political, their spirituality is 
the spirituality of struggle, ih^ me un¬ 
touchables for the left. 

(3) The question that needs further pro¬ 
bing into is the new understanding of 
caste, culture, class, etc: Caste in its crude 
form is practi.sed in the church and such 
communaliiies. But to break that and 
fight it out we need a mote solid base; not 
mere formulae. We need the cumulative 
power of caste and class to fight the en¬ 
trenched forces of religion, culture and 
their politics. 


NOTICE 

It IS hereby nolilisd lor the intormstion ol the 
Public Uial Reliance Indu Wlas Limned propose 
to make an application to the Central Goram- 
ment m the D^artment at Company Aftairs. 
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proposal are as under 
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Floor, Nanman Point. Bombay 400 021 

2 Capital Structure ol the ^iplicanl Organiza¬ 
tion . Authorised Rs 2 500 Million Capital 
tssuao&Rs 1.579 S Million Subscribed 

3 Managemeni sUucture ol ttu Applicani 
Organization indicating the names ol the Direc¬ 
tors includtng the Managing/Whole Time Onec- 
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Limlled. a body corporate managed by the 
Board of Directors eonsisimo of. a Shn Dhiru- 
bhai H. Ainbani CharrmanS Managing Oiredor 
b Shn Ramniklal H. AmbanI Jam Managar 
Direetor c Shn K. Qopal Rao. Director d 9wi 
Naiwarial H. Ambani EtacuSim Omela a. Sun 
Mukaah 0. Ambam Exaeunva Diractor I Shri 
JayanliWR Shah Otreetbrg Shn Monarngh L. 
Bhakta Shn T Ramaan U Pat OweetorShn 
V.V. Divoeha Nommoo Omctor-ICICI / Shn 
B D Shah Namnaa Dmetor GCI k. Shn Amt 
0 Ambani ExacuSva Otredor |. Shri Nikhil R. 
Meswani Exaculnia Onector 

4 Inrticate whether the proposal relates to the 
estabiishiTwnI of a new undertaking or a new 
unit/divisron/article - New Articles 

S. Location ol the new undertaking dnntiion/- 
umt Palalganga. Olsl Raigad. Maharashtra. 

8 CapHat structure ol the proposed undei- 
laking: This wHl be • unti of Apphconl Organlza- 
tion and therelora will not have a taparata 
capital structure. 7. In caaa the proposal ralales 
to the producUan/slorage. ditMbutian. marke¬ 
ting or control of any goods, articles Indleale' I. 
Nanie of the goods/anielss s Propond iican- 
sad capacity ui Eakmatad Annual Turnovar: 
Paraxylena already bamg manufaciurad to the 
extent of BO.OOO MTA for Captive use, a In caaa 
the proposal ralatee to the pnviaioiw eS any 
ServKu. stale the volume of acthrlly m (erma of 
usual mcesurai such as value, Inoomc turn¬ 
over etc.'-Nol /hppheable 9. Coal Ql lha Projaei: 
Not Appkcabla 10. Schema of FInanca indksa- 
tingthe omounM loba rtitad from aaehsouroa 
a Promoter soonlrlbutlonb.Debsnluraa/Uwri 
irom Financial instituilonsc Foreign Exohanga 
Loans-’Not oppiioabie 

Any person mt er e eteo m me maitar may make 
a represamaiion in tMdnaillcala to the Saere- 
lery. OapaitmenI of Company Affoiia. OOMm- 
mant of India. Sbaeiri Bbavan, NawOeMi wtt- 
hm 14 days trom tha data ol publicabon of ihie 
notloe. miimatiiig hit viewe on the prepoeel and 
indleallng the nalura of his Maieal Iharaln 
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tinited Nations anii 
I^eace Initiatives 
Steps in the Right Direction 

Andre Gunder Frank 

Itt his tetter to. the UN on 'The Reality and Guarantees of a 
Secure World*, Mikhail Gorbachev anhyses the growing east-west, 
north-south and other conflicts and dangers in the world and 
proposes the strengthening of the United Nations to deal with 
them. As a step back from the brink of the abyss, this may not be 
so illusory and may be at least worth a try. Besides, who has a 
better idea? 


Wfe aie on the brink of an abyss. Let's take 
a big step forward? No, better take a bold 
step back! 

MIKHAIL GORBACHEV is addressing 
the United Nations on December 7, the 
first time for a Soviet leader to do so since 
Nikita Khrushchov banged his shoe there. 
However, Gorbachev has already taken 
several important UN initiatives. He made 
detailed concrete proposals to strengthen 
the UN, which were published in 
September 1987, but received little atten¬ 
tion and are examined below. 1b put his 
money where hb mouth is as the Ameri¬ 
cans say, he has paid up ail Soviet arrears 
still owing to the UN-(while the United 
States has so far faiM to do so). His 
government has agreed for the first time 
to sutmiit the Soviet Union to the jurisdic¬ 
tion of the UN International Court at The 
Hague (which the United States refuses to 
do in *politicar cases, such as Nicaragua’s 
unchallenged charge that the US mined 
its harbour). Gorbadtev's diplomatic initi¬ 
atives also facilitated last ye^s INF treaty 
between the USSR and the US and this 
year’s successful UN and other peace initi¬ 
atives to end foreign wars in Irag-Iran, 
Afghanbtan-USSR and Angola (and 
Cuba)-Namibia-South AfHca, promi^ng 
the recent award of the Nobd Peace Prize 
to the UN forces. We may expect Gor¬ 
bachev to use hb UN address to press hb 
proposab to strengthen the ClN and 
perhaps to offer additional new initiatives 
beyond those exaihined below. 

We ate on the brink of the abyss. Let’s 
take a bold step forward. Unfortunately, 
thb oft-heaid mad advice is more than a 
cruel jolfe. Instead, Mikhail Gorbachev’s 
SefMmdier 1987 Idter to the United Na¬ 
tions on The Reality and Guarantees of 
a Secure Wsrld* b a sane step backward 
in the right direction. 

Oorbadiev analyses the growini east- 
west, north-south and other omflieto and 

dangers in die wwid and pn^ioses to 
stiei^hcn the United Natknu (UN) to 
deal v^tb them. At flrit right, thb pro* 
poind iMght ap^ (or be) an JUhiMry 
pphtthHi, to Hmi real i^lems that he 


himself well analyses. How could the UN 
do any more than reflect rather than 
resolve the conflicts amoiig, not to men¬ 
tion within, its member states? 

The answer must be sought in changing 
real wtffid forces and political institutions, 
which underlie Gorbachev’s analysis and 
proposal. In essence, the increasing inter- 
luitional conflicts reflect the growth of the 
very multipolarity in the world in whose 
image the UN was founded at war’s end. 
At that time however ironically, this 
multipolarity did not exist; because the 
Unit^ States exercised virtually un¬ 
disputed hegemonic power in the world 
and in the UN. The United Sutes has now 
lost thb power, and the world has changed 
(back) in the direction of the (interwar) 
kind for which the UN was originally 
designed as a conflict resolution agency. 
So why not adapt the UN to this new (old) 
reality and strengthen it to do better than 
its forerunner League of Nations? That 
is the Gorbachev proposal translated in¬ 
to plain English. As a step back in the 
right direction, it may not be so illusory 
and may at least be worth g try. Besides, 
who has a better idea? 

Gorbachev writes of The mutual search 
for a balance of different, contradictory, 
yet reaU interests of the contemporary 
comm^ty of states and nations... 
[which] has ceased to be a sphere which 
the big and strong divided into domains 
and zones of ’vital interests’. ” If domina¬ 
tion ly the big has ceased, it b not out 
of the goodness of big heart(e), but 
because other powers have become strong 
to throw their real contradictory intoests 
into tire balance as well. Thus, the USSR 
itself now counterbalances US military 
power, Jqwn and Germany or the EEC 
counterbi^ce US economic power, and 
thud wwld non-alipwd countries counter- 
baWce some of all of thdr, but espedally 
US. political power in the UN and else¬ 
where: Ail have real economic, political, 
stratqgie, and other interests, which con- 
trai^eadi other and those in and of the 
US, Some of these are reflected in the UN. 

Gorbachev expands his ‘balance of 


power’analysis more explicitly to ittelude 
third World countries in hb book 
Perestroika, He points out repeatedly that . 
the world is no lunger as it was in 1947, 
when Churchill and Truman the does not 
mention Stalin) divided it in two along the 
iron curtain. Today, “the time is ripe for 
abandoning views on foreign policy whtrit ■ 
are influenced by an imperial standpoint. 
Neither the Soviet Union nor the United- 
States is able to force its will on others’*. 
(P 138). 

In the age of nuclear bombs and terro¬ 
rism (about which Gorbachev also makes 
concerned proposals), “the new political 
outlook calb for recognition of one more 
simple axiom: security is indivbible. It is 
eithff equal security for all or-none at all’’ - 
(p 142). However, can this security for all ; 
“proc^ exclusis^y from the interests of,. 
say, the Soviet Union or the United States, 
Britain or Japan? No! A balance of in¬ 
terests is needed. For the time being, ito 
such balance exist*. Fbr now the rich get. 
richer and tlic poor get poorer. Processes 
witich could shake the entire sjntem of in¬ 
ternational relations ate, however, taking 
place in the third world” (p 136). There 
include wars, about which unconcern b 
immoral, he says. 

Therefore, Gorbachev also excludes 
earlier and contemporary varianu 
balance of power limited to the few; 
“Everything was a great deal simple’ 
many years ago. There exbted several 
powers which determined their interests 
and balanced them if they so managed, 
and warred if they failed” (p 13S). Ibdlb^ 
“by all indications, the west would like to 
keep things in the family, so to speak, with 
the Sevens, the Fives, and the like. Thb 
probably explains the attempts to discredit 
the United Nations” (p 140). Howevw, “It 
seems obvious that every group of states 
and every country has interests of its own. 
From the viewpoint of elementary lo^ 
all these interests should find a reason^le 
reflection in world politics” (p 136). "Tire 
United Nations is the most appropriate 
forum for seeking a balance of interests, 
of states, which is essential for the stability 
of the world” (p 140). 

Why not, as Gorbachev pnqroses, let 
more of these conflicting interests be 
reflected if not resolved throu^ the UN 
and its institutions and agencies? From 
American conservatives’ point of view; 
precisely because the UN is becoming a 
mon: kaleidoscopic mirror of others’ in¬ 
terests and views rather than the dodle in¬ 
strument of American hegemonic foreign 
pirii <9 it once was, they want to pull the 
United States out of an organisation 
which no longer operates predominantbr 
in the American ‘national interest'. 
Paradoxically, however, only strengthening 
and activatii^ the United Nations really 
to exercise the functions of a multilateral 
sounding board and agency for conflict 
resolutimi can make it too costly for the 
US to pull out on pain of isolming itsrif 



mm where (some of) the real action is. 

thM would mean placing more of the 
feddon-~and actors—on Uie UN stage, not 
Wasioid or eliminate conflicts of interest 
,hat to reflect them there for all the world 
to see and act upon. 

Of course, making the UN more ret- 
.poMsive, responsible, and active in 
representing and potepiialiy resolving con¬ 
tradictory interests implies according 
greater influence in and through the UN 
to powerful interests that arc now under- 
represented. These would have to include 
Um political and economic ones of Japan, 
Whst Germany, and perhaps some big 
third world countries. The International 
Monetary Fund, the World Bank, GATT 
(as a stand-in for the stillborn triplet of 
the International Tirade Organisation) and 
some UN Specialised Agencies would 
have to be institutionally and politically 
better tied into the UN representative and 
decision-making machinery to negotiate 
the conflicting economic interests they 
now express largely independently. At the 
same time, the Soviet Union itself, China 
and other socialist countries would have 
to join/be admitted as full members to 
th^ international economic institutions 
(at which some are only just beginning to 
solicit observer status). Of course, this 
would also give institutional political 
reflection to their renewed real participa¬ 
tion in the international division of labour 
and its contradictory interests in the 
(capitalist) world economy. 

These changes would signify world in¬ 
stitutional recognition and reflection of 
the existence of variety in the first, second 
and third ‘worlds’, which Gorbachev ex¬ 
plicitly recognises and welcomes. These 
changes would also, howevei, give world 
institutional recognition to the real non¬ 
existence of socialist development alter¬ 
natives for most of the first and third 
world countries in the old world order. 
Gorbachev, Deng Ziaoping, and their 
newly revis^ Coiiununist Party program¬ 
mes now expUdily recognise this fact and 
accept this old world order, which they 
now seek rejoin more than to change. 
Gorbachev proposes also to convert the 
UN into a kdddoscopic mirror of this old 
world reality. 

Gorbachev’s political/institutional pro¬ 
posals to activate and strengthen the UN 
merit consideration (and elaboration in 
directions here indicated in parentheses): 
—Internationalisation under the UN of 
the Geneva Conference on Disarma¬ 
ment (including arms and arms control 
also on arms trade by other developed 
and doieloping countries). 

—A special UN, humanitarian develop- 
ment/disarmament fund (with friendiy 
relations with NGOs). 

—A strengthened UN environmental 
agenqr (with more power to prevent 
transnational ecolo^cal degradation). 
—Greater UN protection of human rights 
^ (reviving Le^uc of Nations Nansen 
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Passes for innocent refugcM and 
boMing violators of huiotti, rights, 
especially fexjheads of state, personally 
accountable for their crimes). 

—A UN information programme on cul¬ 
tural diversity and tolerance (with 
UNOVISION satellite worldwide TV 
broadcasts and videos). 

—A UN World Space Organisation (under 
which the proposed Soviet-US Mars 
mission could be undertaken niulti- 
iaterally), 

—A UN tribunal on international ter¬ 
rorism (including state [sponsored] ter¬ 
rorism and state generation of the seeds 
of private terrorism). 

—Mandatory jurisdiction for the Interna¬ 
tional Court (which would have to be 
vastly expand^ in jurisdiction, staffing 
and other resources). 

—Geographically rotating meetings of the 
UN Security Council. 

—More special (problem) sessions of the 
UN General As.scmbly. 

—More support for the UN General 
Secretary. 

—A UN Consultative Council uniting the 
world’s intellectual elite (but not of 
philosopher kings, see below). 

This last Gorbachev proposal is 
reminiscent of, albeit more limited than, 
one by the president of the International 
Development Alternatives Foundation 
(IFDA), Marc Nerfin. He has proposed 
(in IFDA Dossier and summarised in 
Development Dialogue, 1987.1) a 
tricameral UN General Assembly with 
political prince, economic merchant, and 
popular citizen chambers as a goal for 
2025 (why not before?). The first would 
represent governments as now. The .second 
would represent and regulate the 
economic powers, be they transnational, 
muhinational, national or local, belonging 
to the private, state or social sectors. The 
third chamber would realise the UN 
charter’s opening words, which Nerfin 
recalls, were “we the peoples of the United 
Nations^' (and not we the governments of 
the United States of the world). This 
dtizen chamber, with an equal number of 
women and men, would speak for the 
people and their many popular groupings 
and associations. In practice, many of its 
member representatives may turn out to 
be intdlectuals or intelligentsia as in the 
Gorbachev proposal. 

ITiere is no good reason why inteUec- 
tuals, however, should be only an ^iite'. 
They need not represent only themselves, 
rather than a kaleidoscope of popular 
ethnic^ religious, cultural, social, uid of 
course also political diversity. In the 
Nerfin pioposal, this (intellectual?) citizen 
chambM would, of course; be ddiberative 
if not executive, instead of only consul- 
tatiw as in the Gorbachev proposal. 

Both writers'wish to address their ideas 
not only to the governmental powers that 
be Nerfin’s "exercise should, on the con¬ 
trary, not only be directed at, but carried 


-oiA with, the social acton ihemjMivctf? ' 
(p 194). Gorbachev opens his book with 
a note to the reader expressing in the first 
<>entence “my dedie to address directly the 
people of the USSR, the United States, in¬ 
deed every country”. He calls for a 
“dialogue about the fliture of our idanet” 
on which "we—all mankind—are in the 
same boat, and we can sink or swim only 
together’’ (p 146). His book and the UN 
proposals review^ here are his contribu¬ 
tion to the dialogue, says Gorbachev. 
Others of us must make our contributions 
as social actors ourselves as well. In 
Gorbachev’s word’s, nothing will be done 
unless we act. 

Political action there has been, parti¬ 
cularly in and with respect to Europe. 
Much of this action alra derived from 
Gorbachev initiatives. However, much of 
this political action, including the INF 
treaty to eliminate medium range land 
based missiles from Europe, and perest¬ 
roika and glasnost in the ^viet Union 
itself, also represent political responses to 
the economic imperatives generated by the 
continuing world economic crisis. 

The continued development of the 
world economic crisis in west and east has 
aggravated the trends and strengthened 
(he thesis of this writer's book The Euro¬ 
pean Challenge. This book,.firsi published 
in 1983, argued that economic and ulti¬ 
mately political transatlantic tensions were 
growing between the United States and its 
west European allies and that these and 
other world developments are making an 
east-west European rapprochement and 
the Europeanisation of Europe both an 
increasingly practical possibility and an 
imporumt European political challenge. 

Since 1983, there has been a weak 
cyclical economic recovery, which has fur¬ 
ther weakened and exposed the world 
economy, west and east. The author has 
extensively analysed these developments 
(Frank 1984, 1985, 1986. 1987). For pre¬ 
sent purposes, suffice it to say that the 
cyclical recovery was centred on the 
United States, where it was based on 
domestic and foreign debt and speculation. 
These are dramatically reflected in the US 
domestic budget and foreign trade defi¬ 
cits, which sparked the Black Monday, 
(October 19, 1987, stock market crash on 
Wall Street and elsewhere in the srorld. 
Japanese and especially West European 
growth rates have been signiflcantly lower 
and heavily dependent on exporu to the 
artificially inflated American market, 
which has been-supported by Japanese 
and European (and involuntary third 
world ddn service) capital inflows. At the 
same time, nearly all the growth in 
American foreign trade during the 1980s 
has been across the Eadfic, lliis reflects 
the tendential shift of the world economy's 
centre of gravity from the Atlantic to the 
Pacifle region. 

These circumstances have further 
aggiavared the economic conflicts of in* 
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p(>iyi» that affet^Mchange ra^ o^xhis. 
Interest rates, capital flows and economic 
and technological competition among 
ti^satlantic and other western allies. 
Ctomestic monetary and fiscal policies 
have been virtually exhausted just to sus' 
tain the cyclical recovery, and their inter¬ 
national co^)Tdination has proven im¬ 
possible so far. The next recession in 
1988-90 will further aggravate these pro¬ 
blems and sharpen these conflicts and 
par|Uyse monetary and Fiscal policies and 
their co-ordinatira even more just when 
they will be most needed to prevent rnes- 
sion from turning into depression. 
Western Europe may lose some of the 
American market on which it is so depen¬ 
dent and face increasing competition on 
the world market from^Japan and, with 
a devalued dollar, from the US itself. 
Therefore, western Europe will increasing¬ 
ly need more (traditional?) markets in 
eastern Europe and the Soviet Union, and 
perhaps in the Middle East and Africa. 

The Soviet and east European econo¬ 
mies have also been ueakened rather than 
strengthened despite some higher growth 
rates in recent years. Rumania and 
Yugoslavia have entered economic and 
possibly political crises reminiscent of the 
earlier Polish one. Poland ^itself has been 
unable to proceed with the necessary 
economic' reforms, and the December 
1987 vote against the government referen¬ 
dum on reforms, will further increase the 
difficulties of restructuring and belt¬ 
tightening. The previously exemplary 
Hungarian economy has also enter^ an 
aggravated crisis phase. The Bulgarian, 
Czech, and East German economies ate 
still floating and expectant of develop¬ 
ments in the Soviet Union. There, most 
dramatically, Gorbachev has introduced 
economic perestroika and political 
glasnost (which is necessary to make the 
former possible) in response to the critical 
state of the domestic Soviet economy and 
its (in)ability to compete internationally. 
(China has already made enormous 
strides in the same economic and political 
reform direction since 1978, and Deng 
Xiaoping managed to insMlI a new refor¬ 
mist leadership at the 1987 party con¬ 
gress.) Gorbachev himself speaks of the 
need for a second revolution in the Sovtet 
Union, but it remains uncertain to what 
extent he will be successful or whether he 
can himself evHi survive the domestic 
social .and political costs of his tcvolu- 
tUmary attempt However, western (Euro¬ 
pean) economic and perhaps political <»- 
operation will be necessary tiuoughout 
eastern Europe to minimise their own 
domestic soda! and perhaps political costs 
of rMrueturing and transition. Themforn 
The Eunqieatt Challenge is vital in eastern 
Eiuppe ain^ the .Soviet Union at wdl. . 

thme . ahd otlier dlpmestic economic 
and intematldBai polhieal reasons have 
k^Goftmchdy fdso to launch a widerang- 



%|jjlj|d0Maiiii^!0ffMsiwtiO'imprcMw inter- 
natfbnal economic, potfii^, and strategk 
telations in the world and in Europe. So 
far, its most dramatic result has been the 
double zero INF treaty to destro)' all 
medium range nuclear-missiles in Europe. 
Massive reductions in strategic arms have 
already been proposed as S'TART. Recent 
and proposed arms- negotiations have 
been between the Soviet Union and the 
United States, but they affect Europe in 
important ways. Withdrawal of nuclear 
arms stationed on European soil and 
verification thereof through inspection 
vitally affect European countries' interests 
and require their co-operation. Some 
argue that it is also a step towards ‘de¬ 
coupling’ Europe and America. 

Prospective arms proposals may be in¬ 
creasingly intra-European. Possible future 
Soviet proposals to Europe, which have 
already surfaced in Soviet declarations, 
may include a third zero elimination of 
all (shon range and tactical) nuclear 
weapons stationed in Europe, and/or con¬ 
ventional arms reductions, foreign troop 
withdrawals, or even replacing offensively 
capwble weapons systems (tanks, etc) and 
military oiBani.sation by ‘defensive defence' 
capabilities only. At the same time, the 
Soviet Union and .some others in eastern 
Europe (e g, foreign visits by Bast Ger¬ 
many’s Erich Honecker) have launched a 
broad diplomatic offensive to strengthen 
poiitictU and economic ties with western 
Europe. In both western and eastern 
Europe apprehension of the other has 
notic^ly softened in public opinion, in¬ 
cluding tlut in western Europe with regard 
to possible Soviet threats. Furthermore, 
albdt less through diplomatic or political 
than through cultural channels, recent 
years have witnessed new or reviwMi 
discussions of ^tral Europe’, ‘middle 
Europe' (with Germany in the middle), 
‘Nordic Countries’ in northern Europe, 
‘southern Europe, and The Balkans’. All 
of these economic, political, strategic, 
diplomatic, cultural and other develop¬ 
ments in the world and Europe make the 
European Challenge and the thesis of in¬ 
creased east-west European co-operation 
or the ‘Europeanisation of Europe* ever 
mote timely. 

However, the European Challenge in¬ 
creasingly also poses a decisive ^oice bet¬ 
ween the alternatives of greater east-west 
European co-operation or confrontation. 
More east-west European economic co¬ 
operation in response to the growing crisis 
in the world economy and transatlamic 
relations would benefit from political/ 
strategic confidence-building measures. 
But dim would probaMy preclude further 
^niiitary build-ups by the two blocs in 
Europe against each other. Therefore, 
strengthening a Franco-German nuclear 
and conventional milhary axis for security 
agaiim an enemy in the cast, as proposed 
kv Hchnid Schmidt and Flrancois Mitter¬ 
rand ftnr instances woujd segm to be a 


mutually ‘exclusive political ecoibiink.i 
altemutise to cast-west European economic 
co-operation, not to mention military' 
disengagement. For would not a Franco- ' 
German military build-up (also in res¬ 
ponse to economic crisis?) preclude mone/ 
significant east-west European economic 
co-operation and military strategic dis-' 
engagement, and vice versa? 

Posing this question also raises doubts 
about the European role/commiiment of' 
France. It has sought to be the privileged 
west European interlocutor with Russia/i - 
Soviet Union (since Czarist and also 
Gaullist times). France also attempts to 
tie Germany to itself in opposition (and ■ 
alternative?) to any German economic, let ' 
alone other, Ostpoiiuk. Indeed, the entire' 
French political spectrum from right to 
left has been hostile to all West German 
steps toward rapprochement (and, God 
forbid, reuniFication) with Ea.st Germany' 
perse or, from the French perspective, as 
an outpost of the Soviet Union. Does this 
French national policy and its reliance on.. 
its nuclear force defrappe (as its only an¬ 
tidote to German economic strength) bode 
ill for Europe as a whole? 

‘The cold war is over’ declared the Iron 
Lady, British prime minister Thatcher, in 
connection with her November IM8 
Wa.shington visit to outgoing president. 
Reagan and incoming president Bush, 
Even if her message wa.s not heard loud 
and clear in Washington, it is high time 
to accept it elsewhere, and especially in 
Europe whete her predecessor Winston 
Churchill baptised the Iron Curtain. It’s 
time to tear or at least wear it down, Tb 
these ends, she also exchanges late 1988 
visits with Gorbachev, as does president 
Mitterrand of France, while the German 
chancellor Kohl makes successive pil^i- 
mages with billions of DMs of contracts 
and loans to Moscow and then on to. 
Washington. It’s time to begin (rebuilding 
the European Home, as Gorbachev calls 
it, whose architectural plan would not be 
complete, he says, without an open door 
also in Berlin. 
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iPERSPECTIVES 

Ideological Trends in Indian 
Environmentalism 

Ramachandra Guha 

The author identifies three strands in the environmental movement 
in India—Crusading Candhian, Appropriate Technology and 
Ecological Marxists—and a^ues that this ideological plurality is 
to be welcomed. 


I 

Ecology, Socialism, Ecological 
Socialism? 

SEVERAL yean ago, Ronald Reagan 
ptoclaimed to the British parliament that 
his life's ambition was to consign Marvism 
to the ash heap of history. Yet the impen¬ 
ding demise of socialism (in whichever of 
its variants) has been predicted not merely 
by its historic enemies on the right, but 

the radical ecology movement as well. 
"We are neither right nor left”, assert the 
German Greens, "but in front;’ For many 
of its leading theorists, the ecology move¬ 
ment is playing in this century the role 
. assigned by history to socialism in the last. 
The correct radical response to the evils 
of nineteenth century capitalism may haj^e 
been the socialist movement, but the lat¬ 
ter’s heritage is believed to be totally in¬ 
adequate in tackling the contemporary 
crises of industrial society. In this vision, 
radical ecology may be inheriting the 
political mantle of socialism, but at the 
same time it rests on a ‘paradigm shift’ 
that opposes it to both socialism and the 
common enemy, capitalism (Capra and 
Spretnak 1984; Porrit 1984). 

in urging the redundancy of the 
socialist project, radical ecologists draw 
upon both theoretical and empirical 
arguments. The mere abolition of private 
ownership of the means of production, 
they claim, is no guarantor of ecological 
stability. So long as socialist countries 
continue to follow the capitalist model of 
energy intensive industrialisation, both the 
exhaustion of resources and environmen¬ 
tal degradation must follow—as witness 
the tragedy of Chernobyl, the eutrophica¬ 
tion of Lake Baikal, and the decline of 
forests due to acid tain in much of eastern 
Europe. If socialists have so enthusi- 
asdcally embraced the industrial economy 
of pollution and depletion, environmen¬ 
talists argue, perhaps the fault lies with 
their nineteenth ceittury ideology—one 
worshipful of economic growth and its 
chief instrument, modem science and 
technology. Nor is -the centralised and 
undemocratic lioiiticai system Bivouted by 
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socialists of much help either—here it is 
no accident that one of the most visible 
consequences of glasnosi in the Soviet 
Union ha.s been the assertion of grassroots 
environmental concerts. 

For their part, radical socialists (or 
Marxists) are equally dismissive of radical 
ecologist^. (As used here, 'radical' refers 
only to the self image of the groups 
concerned—it has no other normative 
connotation.) We have the familiar cari¬ 
cature of an environmentalist as one who 
shows more concern for tigers and flam¬ 
ingoes than for the less fortunate members 
of his own species—a caricature with 
more than a grain of truth when applied 
to the wildlife lovers who domiiuite tlw en¬ 
vironmental movement in more than one 
country. As ‘prophets of doom’, ecologists 
are further accused of downplaying 
human ingenuity and stifling human initi¬ 
ative. Socialists also take issue with the 
ecologists’ uncritical acceptance of 
Malthusian dogma—pointing out that 
unequal distribution of resources and the 
dynamic of capitalist expansion, rather 
than the ‘tragedy of the commons’ (a 
euphemism for population growth) bet¬ 
ter explain the patterns and processes of 
environmental degradation. 

Both these views are caricatures, but 
like most stereotypes, they build upon a 
solid <»re of truth. It is true that orthodox 
socialists still regard environmentalism as 
a western fad, an upper class deviation 
from the class stru^e (note, the indif¬ 
ference; bordering on hostility, with which 
the Indian communist parties treat ecolo¬ 
gical concoms). At the same time; many 
environmentalists (especially in the United 
States) are largely indinermt to Uw plight 
of the underprivileged in their own society, 
let done the continuing impoverishment 
of the third world. Be that as it may, there 
have always existed socialist currents 
whkdi are not anti-ecological in any fimda- 
mental sense; within Mtuxism, ‘humanists’ 
who try and rescue the early Marx from 
his later ‘scientific’ sdf, and outside 
Marxism, the communka^iao. a^aeian, 
and anarchist trends in tlirsoeiaiist tradi¬ 
tion. Nor must one equate the WkM 
Wildlife Fimd with the emriionmental 


movement; many merhbm of ike German 
Greens, for example; have embraced en- 
\ ironmentalism without fully losing their 
socialist moorings. Moreover, to the tradi¬ 
tional socialist concern with equaHiy 
across classes, sexes, and nations, the 
ecological movement has added a new, but 
equally important category—equality 
across generations. (Of course; intergehe- 
ruiional equity,* though not always in- 
tragenerational equity, was practised by 
many non-industrial cultures with tradi¬ 
tions of prudent resource use.) 

Nonetheless, the ecologists’ stereotype 
of (he socialist (and vice versa) presents 
a formidable hurdle to those of us who 
hold environmentalism and socialism to 
be (along with feminism) among the most 
compelling movements of the age This ar¬ 
ticle is a modest attempt towards the rap¬ 
prochement between the two traditions. 
While keeping in mind similar attempts 
in Europe towards defining an ^ologicai 
sociali-sm’ (Bahro 1984; Martinez-Alier 
1987), it is firmly rooted in the Indian ex¬ 
perience. After defining five goneric posi¬ 
tions in the environment-development 
debate in the next section, 1 go on to 
analyse three important ideological trends 
in the Indian environmental movement. 
The Hnal section argues that this ideo¬ 
logical plurality is (at least in the short 
term) wholly to be welcomed. 

My treatment rests on two core assump¬ 
tions, which are elaborated more fully 
elsewhere (cf Agarwal and Narain 198S; 
Hays 1987). The first, contra the socialists, 
is that environmental degradation is by no 
means restricted to the industrialised 
world: in fact, its consequences are more 
set ious in the third world, where it affects 
the livelihood and survivid of hundreds of 
millions of poor peasanu, tribals, and 
slum-dwellers. Hence a cross-cultural 
dialogue must begin with this recognition; 
that third world environmentalism is 
qualitatively different, in its cn-igins and 
emphases, from its Western counterpart. 
Oim is an environmentalism of survival 
and subsistence; the other of access to a 
clean and beautiful environment for the 
enhancement of the Quality of life;. The 
second assumpthm, contra the ecoiogitts, 
is that elasi&cal sodafist concerns with 
equity and justice remain as valid n ever 
brfore: in fact, economic and pbfitical 
redistribittiott appears to be a sine qua 
non of environmental stability. 

n 

Ulopiaita, Dyatoptasu and 
Cottmumliariniia 

As rim Reagaidte nnd 'hittriwifee 
oDuatemMdiitkxns (not to snM..of 
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' ilfiv ^ bwe * ipownYuriAfliiit^ tivtr 
laige tections df the intdkctuiiit tact 
poHtlcd elite in ttw third worid. However, 


Villon’ of sodalisia is compeffing to 
lodaUiti, not ahMiys tothe gen^ p^iiic. 
Siuce the middle of the last jcentwy, 
lodafsti have had to contend with two 
views of the human predicament that have 
exercised an equal, if not pegter, influence 
on the modern consciousness. 

We have^ firstly, the utopian worldview 
of modem economics. In economic 
theory, society is composed of an aggre¬ 
gate of individuals, ea<^ of whom is com¬ 
mitted firmly to his/her own material ad¬ 
vancement. We live in an intensely com¬ 
petitive world, in which human nature is 
revealed to be irremediably selfish. This 
vision of utility maximising economic 
agents, it might be added, is univer- 
salistic—it makes little allowance for 
cultural or historical variations. Surpris¬ 
ingly, what redeems this world of indivi¬ 
dual selfuhness is a social institution— 
the market. It is the invisible hand which 
miraculously transforms a welter of com¬ 
petitive and conflicting individual actions 
into the best of all possible worlds. So 
long as we leave economic decisions to the 
market, the argument runs, we can look 
forward to a secular (or monotonic, to use 
the economists' jargon) increase in human 
welfare. This buoyant view of the human 
prospect rests on twp central, and com- 
pleinentary, assumptions—of an inOnit^ 
expanding technological frontier and the 
rejection of any physical limits to 
economic growth. 

Historically at odds with the econo¬ 
mists’ buoyancy is the profoundly pessi¬ 
mistic, or dystopian, vision of the Uolo- 
gists. Ironically, biologists also practise 
methodological IndividuaEism, promoting 
with equal passion a view of human 
nature as essentially selfish. Only in this 
case; individuals are believed to maximise 
not their utility, but their Hnetusive 
fitness’, the prospecu of survival for the 
concerned individual and his closest 
relatives. Unlike the economists, however, 
bMogisti have no correcting mechanism 
to fidl back upon. When coupled with an 
awareness of the physical limiu to growth, 
their perqiective cm human selfishtiess can 
only forecast doom, as an expanding 
human population exceeds the \»rrying 
capadt/ of their habitat. From Malthus 
through Darwin to the Gub of Home; 
there is a kMtt hoe of doomsdi^ prophets, 
who bdieve the conflict between indi¬ 
vidual and social rationality does not 
admit of any soluthui. 

Not surprisingly; these two phUosoidues 
hMc faislo0caSy held sway in the capitalist 
swet--tliey are Obemed in their purest 
fSomin t^ apogee of competitive indi- 
viduaUim, the Uidted &atei of America 
^ MMI efff 1963: Hofttadter f96(9. 


these two ideologies serve us only as a 
point of departure—our concern is with 
the large middle ground they have left un¬ 
colonised, which is occupied by social 
philosophies whose defining feature, as 
far as we are concerned, is that they do 
not view human nature as essentially 
selfish. On the contrary, for these 
philosophies the construction of com¬ 
munity (and by extension, the de-empha¬ 
sising of individualinn) bwomes an over¬ 
riding concern. 

There are three generic types of ‘com¬ 
munitarian’ ideologies. The first, which 
Marxists dismiss as ’idealist’, holds that 
the construction of community can only 
come about through the affirmation of 
shared spiritual values. Idealists deplore 
the loss of meaning and desacralising of 
life in contemporary society, calling for a 
return to the religious and ethical tradi¬ 
tions of the premodern world. In the en¬ 
vironmental field, this trend is represented 
by the likes of Lynn White and Theodore 
Itoszak, who seek to replace a modern 
ethic of domination with a religion, draw¬ 
ing from earlier traditions, which preaches 
harmony with nature, it must be noted 
that this philosophy is not alway.s 
sodalist—indeed, the tenacious defence of 
hierarchy as ‘natural* (or ‘functional’ for 
the society) by some of its adherents is 
uncomfortably close to sociobiology (cf 
Passmore 1980). 

Diametrically opposed to the idealists 
are the Marxists. Their diagnosis of the 
modern predicament runs on strictly- 
‘materialist’ lines; here it is the unequal 
distribution of resources, caused by con¬ 
centration of the means of production in 
the hands of the ruling capitalist class, 
which leads to human deprivation. In this 
perspective, the market, far from being a 
rational allocator of resources (as in the 
neodassical vision) reinforces existing in¬ 
equalities. Moreover, by treating nature as 
a free gootl, the market encourages en¬ 
vironmental degradation through the pur¬ 
suit of profit. The abolition of private 
ownership of the means of production, 
and the replacement of the market by 
centralised economic planning, are the 
preconditions fora just, and ecologically 
stable, society. Marxists do believe in the 
for^g of social bonds—only, they hold 
the state and the vanguard party to be the 
ultimate viarantor of community. 

, The third variam of commiiniuirianism 
cannot be defined as precisely. It is, as it 
wer^ a philosophy in the making, an 
eclectic, brew drawing selectively upon 
anarchism, agrarianism and other non- 
Marxist socialist traditions. FOr want of 
a better hdid, we may call it ‘decentralised 
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socudism’ (Martinez Alier (1W7) prefers ' 
Ecological neo-naioanism’). It sham the. 
idealisu’ suspicions of the modem state 
and the exaggerated chdms.of modd-n 
technology, while it is at one with the 
Marxists in their opposition to hierarciv; - 
While it draws heavily on Marxist cate- - 
gdries in its analysis of capitalist and 
colonial expansion and their impact on 
the natural environmoit, in its programme 
of social reconstruction it radically 
departs from Marxism. As institutions ' 
embodying the concentration of power, 
tbe party and state are antithetical to the 
building of socialist values. The construe-' 
tion of community must begin from the ' 
bottom up, through what the prince 
among socialists, Kropotkin, called, 
‘mutual aid’. 


Ill 

Hiree Worlds of Indian 
Environmentalism 

How do these generic strands resonate 
within the Indian environmental move-' 
ment? Here it is useful to distinguish bet¬ 
ween the social base of the environmenttt 
movement and its articulate leadership, or - 
between what one might call the ’privauf.. 
and ‘public* faces of environmentalism (cf 
Guha 1989). In fact, a large segment of ' 
what presently passes for the environtmm-... 
tal movement is a peasant movemdi| 
draped in the cloth of environmaitalismi. .. 
Thus a number of local initiatives in ' 
defence of traditional rights in land, water, 
forests and other living resources collec¬ 
tively constitute what sympathetic intdiec- 
tuals have termed the ‘environmentaT 
movement. 

The conflicts which these movements 
symbolise are not (as in the western case) 
about ‘productive’ versus ‘protective* uses 
of the environment, but about alternate 
productive uses. For example, commercial 
forestry, large dams and fishing by 
trawlers all represent intensive and profit- 
oriented modes of resource use which are 
threatening the ecological and sodd^ 
viability of traditional, subsistence- 
oriented uses of those very resources. In 
the last decade and a.half, such conflicts 
have given rise to a number of local in¬ 
itiatives in defence of traditional rights, 
which inlAlectuals argue can be read as 
a devastating indictment of the resource . 
illiteracy of development planning since 
indepetidence. Underlining the close links 
between impoverishment of the resource 
base and impoverishment of Imge sectitms 
of the popuktion, the more vocal segment 
of the movement (the ‘environmentalists’, ^ 
properly so called) has called for a cpm- . 
plete overhaul of the present economic 
development strategy, and its replacement. ; 
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ec0]logteftny;conscioiit (siid 
;l|^etelly ilber^Hng) path of dcivelopineni. 
■ While there is widespread agreement 
. within the moi-ement as regards the failure 
..of the present development model, there 
hi no consensus on likely alternatives. Here 
,I believe that one can see the emergence 
of three distinct ideological perspectives 
within the Indian environmental move- 
. ment, each resting on a different identi* 
fleation of the genesis of the problem and 
articulating rather different mechanisms 
.'of tedtessal. This identification is however 
, not ethaustive, but indicative. It is entirely 
possible that none of these ideologies is 
: present in a particular struggle, or that 
adherents of all three might participate 
unitedly in a specific local initiative. 
However, careful study and interaction 
with groups spread all over the country 
does seem to suggest that the three strands 
^. identified below are the most represen- 
. lative tendencies within the movement as 
I.» whole. What follows is by no means a 
.' history of the Indian environmental movc- 


siing, labour inteiirive. 
liberating technologies. Theif emphasis ii 
not so niuch on challenging the 'system* 
(or the system's ideological undefpinn' 
ings), as in demoiutrating in practice a set 
of technological and social'alternatives to 
the present model of urban-industrial 
development (cf Reddy 1982; Agarwal 
1986). 

The third and most eclectic strand em¬ 
braces a variety of groups who have ar¬ 
rived at environmentalism only after a 
protracted engagement with conventional 
political philosophies, notably Marxism. 
While including elements of the Naxalite 
movement and radical Christian groups. 
Ecological Marxists are perhaps most 
closely identified with the Peoples Science 
Movements (for example, the Kerala 
Sastra Sahitya Parishad), whose initial 
concern with 'taking science to the peo¬ 
ple* has widened to include environmen¬ 
tal protection. The PSMs can be distin¬ 
guished from the Gandhian element.s in 
two major ways: in their unremitting 


Sell-Mliinc« 

As for the scale of getivtam. this iMt 
strand works at a micro level (hormally 
a group of villages) in demonsiruing the 
viability of an alternate strategy of 
economic development (while this com¬ 
mitment to grassroots work is commen¬ 
dable, it must be said that some Appro¬ 
priate Technologists have not only acted 
locally, but thought locally too).' Most 
PSMs cast a somewhat wider net. perhaps 
working at the level of the district, and 
occa.siunaily (as in the case of the KSSP) 
the state, fhe Gandhians have the largest 
reach, carrying their crusade across the 
country and indeed across the globe. 
Finally, the three strands also differ in 
their preferred sectors of activism. Their 
rural romanticism has led the Gandhians 
to exclusively emphasise agrarian en¬ 
vironmental problems, a preference rein¬ 
forced by their well known hostility to 
modern industry. While Appropriate 
Technologists do recognise that some' 
degree of industrialisation is inevitable 


ment, but a preliminary characterisation 
'Of these three ideological siratids. 

The first strand, which we may call 
Crusading Gandhian, relies heavily on a 
religious idiom in its rejection of the 
. modern way of life. It upholds the pre¬ 
capitalist and precolonial village com- 
, munity as the exemplar of ecological and 
social harmony: Gandhi's invocation of 
Ram Raiya being taken literally, rather 
than meutphorically. The methods of ac¬ 
tion fkvouiad by this group are squarely 
In the Gandhian tradition—or at least of 
one interpretation of that tradition—fasts, 
padayatras, andpoojas, in which a tradi¬ 
tional cultural idiom is used to further the 
strictly modern cause of environmen¬ 
talism. Crusading Gandhians are concern¬ 
ed above all with the stranglehold of 
modernist philosophies (rationalism, 
economic growth) on the Indian intelli¬ 
gentsia; through the written and spoken 
word, they propagate an alternative, non- 
modern philosophy whose roots lie in In¬ 
dian tradition (cf Nandy 1987; Bahuguna 
1983). 

The second strand can be termed, less 
controversially, as Appropriate 
TMinology. Less strident in its opposition 
to industrial society, it strives for a work¬ 
ing synthesis of agriculture and industry, 
big and small units, and western and 
Mstern (or. modern and traditional) 
technoibgical traditions. Both in its am¬ 
bivalence about religion and in its un¬ 
equivocal criticisms of hierarchy in 
modern and traditional society, it is 
markedly inflaenccd by western sot^sm. 
In its emphasis on constructive work, it 
dso taps a somewhat different vein in the 
Chiadhian tradition. .Appropriate Ibchno- 
fclfists have done pioneering work in the 
. Ctottion and diffusion of resourde conser- 


hostility to tradition, and in the relative¬ 
ly greater emphasis on confrontational 
movements. Although such groups have 
spent a great deal of effort in spreading 
the message of Marxism among the 
masses, in general they abhor constructive 
work. The fashioning of ecologically 
sound technological alternatives, they 
believe, must await the victory of 
sodalism. Here systemic economic change 
is viewed as logically prior to ecological 
stability, and political action towards that 
end becomes an overriding priority (cf 
KSSP 1984). 

These contrasting perspectives may be 
further clarirted by examining each 
strand’s attitudes towards socialism and 
science, as well as their style and scale of 
activism. Most Crusading Gandhians re¬ 
ject socialism as a western concept. Some 
among them gloss over inequalities in 
traditional Indian society, others even at¬ 
tempt to justify them. Clearly the Marx¬ 
ists are the most consistent in thdr attacks 
on hierarchy. The Appropriate Techno¬ 
logists, for their part, while sufficiently 
ifluenced by Marxism so as not to wish 
away the problem, have rardy shown the 
will to challenge inequality through a pro¬ 
cess of struggle. Attitudes towards modem 
science also vary wide^. The Gandhians 
consider science to be a bride in the edifice 
of industrial society responsible for some 
of its worst excesses. Marxists yield to no 
one in their admiration, even worship, of 
modem science and technology, viewing 
science and the 'scientific temper* as ah 
indispensable ally in the construction of 
a new social order. Here the Appropriate 
Ibchnologists are the most pragmatic; 
arguing for a judicious mix of traditional 
and modem knowledge («id technique) 
to fulfil the needs of sodai justice; local 


(though not of the present energy-inten¬ 
sive kind) in practice they have worked 
largely on technologies aimed at liberating 
work on the farm. As a consequence both 
strands have seriously neglected urban and 
industrial environmental problems, whose 
impact on the life and livelihood of poor 
Indians is scarcely less important. Here 
the Ecological Marxists, with their natural 
constituency among miners and workers, 
have been more alert to questions of in¬ 
dustrial pollution and work safety. 

White Crusading GandhiaP), Appro¬ 
priate lechnologists and Ecological Marx¬ 
ists represent the three most forceful 
strands in the environment-development 
debate in this country, two additional 
points of view should be briefly mention¬ 
ed. One looks to protect the environment 
while eicluding development front its 
horizons—this is the wildlife protection 
movement, votaries of which have tend¬ 
ed to value certain animal species (for ex¬ 
ample, the tiger) higher than the less 
privileged members of thmr own-species. 
In fact, many wildlife lovers adhere to a 
Malthusian interpretation in which the 
high Urth rates of the poor (es p edafly dM 
rural poor) are held to be the main cause 
of environmental degradatioii. Then we 
have the incurable CH^imists, who view 
development hi isol^on fiom dm en¬ 
vironment, in the naive, belief thtt thne 
are no phy^l limits to economic grawth 
and tint industrialisation oh the 
western mo^l can be brougltt ^ut In 
a matter of decades. While Indian econo- 
misu do not always practise .methodo¬ 
logical hidividuaiisin, and many htriddiq 
stete rather thih the marhet to be.dte most 
efficient aUocitor of nsohrees,. di^ «« 
byandlaigeMinnocenttrfeehkigfan l. ix wt r, 
cente as their *oco-chnefeal' coteMarpaihr 
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•ad «• •Ofnirtt^iof en«fiy'inta»fve 
fitiwth paths (Singh 1978; Nadkafni 
IW7). 

IV 

A Hundred Flowers? 

The emergence of the Indian en¬ 
vironmental movement can perhaps be 
dated to 1973, the year the Chipko move¬ 
ment began. Given its relatively brief 
history, it has eiyoyed considerable suc¬ 
cess. The movement has forced the sute 
to acknowledge the inseparable links bet¬ 
ween economic wellbeing and environ¬ 
mental susUinabiUty, while the exponen¬ 
tial coverage of ecological issues in the 
media (printed and visual, English and 
regional language) can only be a source 
of staitisfaction. So must be the prolifera¬ 
tion of voluntary groups working in the 
field of environmental action and eco- 
restoration. Kerhaps the greatest failure 
has been the lack of response from poli¬ 
tical parties, especially those on the left. 

Kbt there is little room for complacen¬ 
cy. lUce for instance three of the move¬ 
ment’s most trumpeted successes— 
ChipkOb Bedthi and Silent Valley. A closer 
look reveals that these victories were all 
made possible only through a unique 
combination of factors. Chipko’s success 
is clewly related to its place of origin. 
Emerging in an area of great cultural- 
religious significance for the majority of 
the country’s population, and led by 
Gandhians with close links to the ruling 
party, it was able to force the hands of the 
state The opposition to the Bedthi dam 
was led by rich and influential horticul¬ 
turists, who counted among their sup¬ 
porters and castemen the last chief 
minister of Karnataka. As for Silent 
MsUey, the late prime minister’s desire to 
carve a niche for herielf in the interna¬ 
tional oivironmental community (arid the 
influence of prominent individuals* such 
as SaUffi All) played no mean part in the 
final decision to scrap the project. Chipko 
notwithstanding, commercial forestry 
continues its march of destruction else¬ 
where in the subcontinent, while the 
reverses in Silent Valley *nd Bedthi have 
scarcely deterred the unholy trinity of 
eogirwers, contractors and dvil servants 
fhm* realising their dream of turning 
India into the most dunmcd country on 
earth. 

The celebration of small victories 
ihoqid not, tbereforei .blind us to the 
laigcr defd^ Assmedly, things can only 

S worse before th^ b^in to get better. 

ic are duee soHd reasons why economic 
gtohith In India, wfll dmtinue to use 
mso m ce s hbth wadcfitlly and unsus- 
talnahiih The ecemsmfe system of 
mqpfltdfM b inhenmtly > otpaniioidsti 


filled 1^ narrow criteria of profitability, 
it is completely insensitiw to the questions 
of relative factor endowments aifU ecolo¬ 
gical stability. Ideologically, this wdsteful 
and destructive econmnic system is but¬ 
tressed by the seductive hold of moder¬ 
nisation theory on the minds of our elite. 
Our present political system is hardly 
equipped to serve environmental ends 
either. Five years (the time horizons of our 
most enlightened politicians) is too short 
a pertod for ecological reconstruction. 
Moreover, the links between big business 
and the state, and the centralising tenden- 
des in the present constitutional set-up, 
further shrink the space for dissent and 
debate. 

In the drcumstances, the environmental 
opposition must simultaneously operate 
on three flanks. In the sphere of the 
economy, it must strengthen the work of 
(he Appropriate Ibdmologists in presen¬ 
ting before the public a set of resource 
conserving and socially liberating 
technical alternatives. In the'realm of 
ideas, it must draw upon the 'compelling 
arguments of the Gandhians in high¬ 
lighting the cultural and spiritual costs of 
much of what today passes for economic 
'deveiopment’. And in its political strug¬ 
gles, it can do worse than invoke the long 
and valuable experience of left groups in 
forging bonds of solidarity among those 
most seriously affected by environmental 
degradation. 

Notwithstanding the shrill sectarian 
cries of the most vocal In the three trends, 
thoefore; 1 believe that this ideological 
plurality , in the Indian environmental 
movement is to be welcomed. ActuaUy, the 
three contending ideologies are exercising 
a visible (though not always acknowledg¬ 
ed) influence on each other. Thus the 
relentless critique of the Gandhians has 
made some PSM groups more guarded in 
thrir celebration of m^ern science, while 
the incisive Marxian analyses of class ex¬ 
ploitation have forced at least a few 
Gandhiaiis to be more sensitive to the 
fractures within their own tradition. 
Among the three trends I have identified, 
the ^itHopriate Ibdmologists can be seen 
as occupying the slippery and ever diifting 
middle ground. However, both Crusading 
Gandhians and Ecological Marxists ate 
{laying a critical role in widening the 
horizons of die movement and sharpening 
the terms of debate. These two tendencies, 
too easily dismissed as ideological and 
’political Vxtremiidi’ iespectii«ly, aie^ as 
it were; creating a pub^ space for the 
activitia of the Ajqwopriate Tbchnology 
strand. In the fonaiuiation of an ex- 
peasant wheat times vrasn’t that for ftom 
befaig an ecolopcal HodaUst himself, let 
a humhed floweis bloomt 



..Ihgewi^ . 


(An earlier draft of this paper was pretenwd . 
at seminars organised by the Institute (br% 
Cultural Research and Action and the Ceian - 
for Socialist Studies in Bangalore in August ' 
1988.1 am grateful to the participants in hodt', 
seminars for helpful comtsents. The tisud 
disclaimers apply.] 


Referenodh 

m 

Agarwal, Anil and Narain. Sunitt, editors,, 
1985. Mia: The State of the Environmmi ‘ 
1984-SS: A CMzeas Report. New Ddhi, 
Centre for Science and Environment. 

Agarwal. Anil, 1988. *Huma.n-Nature Interac¬ 
tions in a Third World Country’, The 
Environmentalist, yo\ 6, Up Ti. 

Bahro, Rudolf, 1984. From Red to Green: In¬ 
terview with New Left Review, London, 
Wrso Books. 

Bahuguna, Sunderlal, 1983. H'tr'king with the 
Chipko Message, Navjivan Aihmm. Sflyam 
(Tfehri Carhwal). 

Bdlah, Robert et al. 1985. Habits of the He^ ' 
Individualism and Commitment in 
American Hfe. Berkeley, Universiiqr of 
CaKfornia Ptess. 

Capra, Fritjof and Spretnak, Charlene; 1984- 
The German Greens, New ybrk, l^,- 
Dutton. 

Cuba, Ramachandra, 1989. The Umpdal \ 
Woods; Ecological Change and Peasant 
Resistance in the Indian Himalaya, Nam . 
Delhi, Oxford University Press (foith- 
coming). 

H^ts, Samuel, 1987. Beauty Health and Pet- . 
manence: Envirorunental Politks in Ike 
United States, 1955-BS. New Tbrk. Cam¬ 
bridge University Press. 

Hofstadter, Richard. I960 [1944]. Sochd Dar¬ 
winism In American Thought, Boston, 
Beacon Press. 

KSSP, 1984. Science as Sodai Activism, IHvan- 
drum, Kerala Sastra Sahitya Parishad. 

MartineZ'AIier, Juan, 1987. Biological 
Economics, Oxford, Basil Blaekwell. 

Nadkaitii, M V, 1987. ‘Agricuhimil Develop¬ 
ment and Ecology: An Economist’s View’,, 
Indian Journtriof Agrkultpral Economies, 
Vol 42, No 3. 

Nandy, Ashis, 1987. TMIIions, Tyrannies and ' 
Utopias, New Delhi. Oxford University 
Ptess. 

Ptssmoie; John. IWLMmiResponribiliiyjfor 
Naturtv London, Duckworth. 

Porrit, Jonathan, 1984. Seeing Green: The 
Mitks of Ecology Etadained, Oxford, BaaB 
BlackweU. 

Reddy, A K N, 1982. 'An Alternate Fulem pt 
Imlian Industriaiisatkm', in A K Bagdii aii|t. 
Nlrmala Bannerjee; editors, ChaicM aHd\ 
Choice in Indian Industry, Calcuta, 

K P Bagchi. 

Singh, Naiindar, 1978. Economics’and the 
Crisis qf Ecology, New Delhi, Oxfoed 
University Press. 


2581 



ieVlEW AtrriCLE 

State, Nationalism and Class 

Rajan Hanhr 

^National and Claaa Conflict in the Horn of Africa by John Markakis; African Studies Series 33, Cambridge 
IJnivenity Press, Cambridge, 1987t pp 314, S 44.50 (£ 27.30). 


and dau conflicu are certainly 
' PM untommon in the contemporary African 
Mhkf. While analysing such conflicts 
lodal scientists inevitably encounter two) 
aignificant and Interrelated probkmatiquts. 
Pint, identifying precisely the contours of 
tmeiaing nationalities and classes which are 
. rooted in the realities of diverse social for- 
'tnaUons tends to be an elusive task. In- 
: sofflciem grasp of such dusive entities at the 
level of cognition can, partly, be explained 

the fact that these entities originate and 
iwe subject to the transitional nature of 
African sodal formations. Second, un¬ 
certainties of transitional social formations 
invariably stunt the possibilities of building 
n meaningful theoretical discourse that can 
crane to terms with the processes that 
stimulate formation of natioru and classes. 
The content of the book under review is 
enmeshed in the thick of these two pro- 
bkiimtUpm. In order to undersund the 
compla issues handled in this work it would 
be essential to locate the theme of national 
hM class struggles in a proper perspective 
This review article proposes to achieve the 
tuk by placing contrasting as well as inter- 
crauccting, to the extent of being causal, 
dimensions of the ewdution of ‘muions’ and 
^classes' in the history of modem Europe 
and that of Africa. 

The European civilisation provided a 
cradle for nation state system that evolved 
after the treaty of Wstphalia of 1648, 
Evidently, the unification of Oermany and 
Italy during the late nineteenth century or 
the advent of east European imtionaiities 
after the first world war have been signi¬ 
ficant milestones in its evolutirai and con- 
stdidation. Factors like decisive subordina¬ 
tion of church to the state and consequent 
secularisatioa of politics coupled with steady 
hut uneven ^wth of capitalism, in its vary¬ 
ing stages, have had their input in the 
making of European states, classes and 
natirau. As the legitimate physical force was 
.located in the state iqiparatus. the con¬ 
tending social fmoes/tdaM wag^ struggles 
to capture It. The compledon and composi¬ 
tion of these contending classes was shaped, 
Hme and again, by the triumphant march of 
capitalism in European Idstory. 1b a con- 
sidemble extent, the notion of nation and 
varsions of nationaUsm, induding im- 
. pertaUsm, reflectad tbe interests as as 
concerns p/t the doirinant social classes 
which contndled the state. Although the 
taiationrii^ between nation and state ofbni 
appeared Uke chkhen and ^ it canbe lafrly 
aasunMd ^ the laciprodty of such 


relationship certainly in the context of 
Europe, has been mutually beneficial. Sta|ie. 
in the initial stages, became an instrument 
to protect nation from internal subversion 
and external aggre.ssion. With the consolida¬ 
tion of nationalism and entrenchment of 
capitalism, particularly in west Europe, state 
widened the scope of its activities. Con¬ 
sequently, welfare activities within the state 
and imperial enterprises overseas were run 
through ever proliferating bureaucracies. The 
social classes in Europe i e, capiulist, middle 
classes and proletariat, had achieved a 
distinct identity at the beginning of this 
century. This was also a time when European 
imperial rule was getting consolidattri in 
different parts of Africa. The European 
rulers aggressively stepped out to shape 
forms of social and political organisations 
that transformed Africa into a passive object 
of history. 

Obviously, history of naUons and classes 
in Africa during modern times certainty 
stands in sharp contrast with the history of 
western Europe. The existing states in Africa 
have been a Iv-product of coloidal machina¬ 
tions that artiricially partitioned Africa 
during Berlin conference of 1883. The depar¬ 
ting colonial powers left behind states in 
Africa which, in their turn, were supposed 
to carve out and build nations. One of the 
sound foundations to build such nations was 
the growth of ami-colonial nationalism after 
the second world war. However, this brand 
of nationalism represented an amalganrof 
divene classes, ethnic, regional, religious and 
national groups whose singular aim was to 
oust European imperialists. It was slightly 
difficult to ddineatc; precisely, the class 
character of such movements. With the 
withdraw! of colonial powers, leaders and 
parties with amorphous social base had cap¬ 
tured the state apparatus. The process of 
class formation even after in^pendence 
appeared embryonic. Middle classes were 
slowly getting crystallised with the expan¬ 
ding state bureaucracies and armies. Due to 
lack of the development of capitalism, state 
has oooiimied to be the mqjor enliepreneurial 
fwce open to pressures from diverse social 
groups. Develoimtental as well at security 
obje^ves prompted the ruling T^Jmet in 
African states to seek external assistance 
which eventually reinfoioed varying forms 
of Mo-orionial dominmion in Africa. Apart 
frran tire ruUng sodal strata whid almost 
Auctioned like a idais’, with intcnial and 
eiiernal tsvport, the African states, QW the 
yearn, have witnessed stightly deinr pn^ 
ceases of dats fonnatira^and data stnig- 


gtes. Nevertheless, religious, tribal, regional 
and ethnic affinitict in traditionai/tnnsi- 
tionai social formations of Africa have 
proved significant enough to obscure the rise 
of class consciousness. 

Three conjectures can be made in the light 
of our discussion. First, due to consolida¬ 
tion of nation sure system and idativdy well 
defined social classes terms like nations and 
classes and their effective usage as analytical 
cat^ories to further sc'entific understanding 
of societies can prove more bcnericial in the 
context of European societies. Sophisticated 
discourses among vrestern scholars woven 
around nations and classes offer an evidence 
of this proposition. Second, the beginning 
of transition in African societies from tradi¬ 
tion to modernity or from one mode of pro¬ 
duction to another mode of production can 
be attributed to the exposure of Africa to 
imperialism. This process of transition which 
was initially dominated by imperialism/ 
colonialism is being intimidated by the 
legacy of colonial rule.a$ well as threats of 
neo-colonialism after decolonisation. 
Political ^nd social organisations, including 
nations and classes, in post-coionial states 
have been integral part of this context. TMtd, 
nations and classek have certainly become 
a part of social realities in Africa, albeit, in 
somewhat formative stages. In a word 
nations and classes in Africa are still in a 
state of flux. Social and Poifticai theorising 
in the context of Africa, naturally might 
demand creativity of its own kind. 

In this context, the book under review is. 
undoubtedly, a welcome addition tu the 
Utemtuie on national and class confUcts in 
Africa. It is a fruitful outcome of a prin- 
Sinking research on the Mom of Africa. 
Meticulous arrangement of fairly authentic 
empirical data, vivid narrative style; sensitive 
insights into the workings of divene social 
groups and reflective generalisations have 
cumulativdy added to the exceHence of this 
scholarly exercise. 

John Markakis has intensively analysed 
the natureof national ^ class eonflUttl in 
the three important states of the HOiii of 
Africa namdy Sudan, Ethiopia and Somafia. 
Jhx the outset Markakii haa refrained from 
ehatacterisiiig sudfa cratflkti . punly 
national and dam conflktt. IntM^ he hit. 
begun with an assertion that the po«' 
cohwial states and riding ngimm have been 
chdkngedhy groups ‘^definhig thcmscives 
variously by niktionatltK region, admfel^ 
dast w nHgiott, bin whosreMiiSii>ii di^ 
mbmtra is poswriessiku aefli>mp«MI by 
niitariid d^wnipn and sodal dsdiad' 





fiii^ diiqMty: ti. aitaoc iit'" 
conflici in tlk Horn, whether It Ufoopht in . 
the name of nation, r^ion, dan or rdigh»” 
(p xvi). 

" The inevitable food point of such conflicts 
has-been stata Stata >a fact, has two-fold 
significanca The prindpal god of the con¬ 
tending nationalides and classes that are in 
the fny is to ciyiture sute power and the 
state power, convmely, is used as a tool by 
tlw ruling regimes to wage the contest 
against at^ oppositimt. In this ongoing duel 
the bogey of nationalism is used both by the 
challengers and the defenders of status quo. 
In the pursuit of uiuavelling the comfdexities 
of such conflicts Markakis's search has 
revolved around exploring the twin iinkages 
i a state and nationalism on the one hand 
nationalism and class on the other hand. 

Methodologically, the manner in which 
the author has moved to explore such 
linkages is innovative. He has ddiberately 
refrained from superimposing any a priori 
definitloiuor nationalism tmd class, inttean. 
nationalism and class hove been treated as 
rdationships rather than entities and their 
inception and evolution has been the subject 
matter of his enquiry. 

Markofcis has vemured to analyse spedfle 
developments in three states on the basis of 
three background chapters. These chapters 
in the process of pladng (he devdopments 
of the Horn in perspective tend to weave 
general patterns based on empirical genera¬ 
lisations pertaining to three major historical 
phases. Chronologically they represent [ue- 
ccdonial, colonial and pok<cofoniai phws 
of the history of the Horri. 

During the pre-colonial times the people 
of the Horn, who were predominantly 
pastoralists and cultivators, were constantly 
on the move. As a result, population shifU 
in the region led towards the repeated 
redrawing of die map of the Horn. Conflicts 
took place among its perennially mobile 
inhabitants over scarce and hence precious 
resources like land and water. Evide^. erm- 
flicts occurred among groups which were 
engaged in subsistence production. Suen 
conflicts lotted clahs, tribes, and ethnic 
groups against eadi otto. However; ethnid- 
ty fonctioned as a politkd fisetor inflequent- 
iy and drcumstantially. Thoe were conflicts 
over daves, tributes and goods of long 
distancetradaSuchconflidsmighthavein- 
Gorpomted class elements but dass as a ma¬ 
jor factor of sodal conflict was unknown 
to this period. 

The notion of nation or nationality also 
appeared distant during this period. 
LinguistiCi racial religious and cultural dlf- 
fiereoees between northern and southern 
Sudiii were glaring enough to hinder the 
iaiegntion irf Sudan. The cultural homo¬ 
geneity of Somali people found no idlec- 
titm la political unity. Only Abyssinia 
exhibitad the blend of cutairal ho m ogeneity 
and political unity ttwt could be a catalytt 
in.thd fbenwdoh of natkuM. 

The openlqg up of tike Suet Canid henl- 
ded thb bggjpiUwi of the asce n denc y hf 


Impd’laiist powds ih'the rqpon. Amoi% the 
imperialist powers Italy eras subdued while 
France was restricted to Djibouti. Britain 
and Abyssinia could profit substantially in 
a scramble for partition of the r^km. While 
Britain claimed Somalia, Kenya and Sudan 
Emperor Meneiik of Abyssinia had sent 
exp^itions as far as the White Nile in the 
west, Lake Ibrkana in the south-west, and 
the land of the Boran in the south. Through 
expansionary ventures, Menriik settled the 
flontkn of emprie i e; Ethiopia. Ehiopia, 
thus, emerged as multiethnic, heterogeneous 
and volatile empire (p, 2g). 

The phase of imperialism brought about 
a fundamental transformation in the Horn 
and left behind its enduring legacy in the 
regioa. Such transformation was evident in 
two irreversible changes. First, the erosion 
of the material bate of pastoralism led to 
its soda! and political marginalisation and 
parallely there was debasement of sub¬ 
sistence cultivation. Second, through capital 
and technology the colonialists continue to 
harness labour and land into a new mode 
of production. They were setting a material 
base for the new mode of production that 
was controlled from towns. Consequently, 
urban centres eitjoyed dominance in colonial 
societies. The entire process of transforma¬ 
tion was carried under the aegis of the 
cdonial state. Although the colonial state 
was an ortifical creation, it steadily gathered 
roots by co-opting dioits among indigenous 
social strata. However, imperial state of 
Ethopia stood in sharp contrast against this 
general pattern. Ethic^ia acquired a base of 
material and social support through the 
.transformation of propmy relations in the 
subsistence econon^ of the regions under its 
control. This process subsumed the forma¬ 
tion of landholding cius. 

The post-colonial states witnessed th.- 
phenomenon of state nationalism in the 
Horn. The form and contoit of state 
nationalism was determined by numerically 
small but economically dominant socid 
groups. In Sudan, the ruling elite was able 
to mobilise AraMc speaking people of 
Islamic origin of the north to shape their 
version of Sudanese nationalism. The 
absoliue ctmtiol by the northern region over 
flie state apparatuses eventually led towards 
the mo^giiUisation of the southern region 
which was constituted by blac^ Africans 
who were predominantly ChiisthuiL Unlike 
in Sudan, in Ethiopia the Christians 
dominated over the Muslim. Ethiopian 
natkmalism, uudier imperial regime of Halle 
Sdasrie; was iatgriy moulded by Abyssinian 
nathHuilism. Chririianity became its most 
profoiuid expression. Since; Islam was con- 
sideicd an anti-fltais of Bthiopianism no 
Muslim could aspire for ahigfa position in 
the service of state; Compared to Sudan and 
Ethiopia, Somafia eqjo^ a rare political 
and cultutil homoigeneity. The Somalian 
nadoaaJism toyed i^h a dream cf greater 
Samalia and strove to integrate people of 
SomaB origio from Ethio p ia and Kenya. 

. Building nations floough *state natfona- 


lism' proved lo be a hazardous i^. Hm; ^ 
post-colonial sutes in the Horn i^ned 
essential features of the colonial econoni);; 
In order to obtain foreign exchange to ifl|- 
port consumer goods for the urban sector 
these sutes promoted export oriented coni: 
metcial agriculture Consequently, ttagn^ 
tion in food production virtually ravaged tliie 
economies with the devastating impact ttf 
famines durHig seventies. The urban sector 
was the nCt benefleiary of industrial inveri- 
ments, domestic surplus and foreign fiiiuta; 

Hie uneven devel^ment, in three sufest 
caused social and political tensions. The 
post-colonial regimes faced severe opposi¬ 
tion from disgruntled groups which dud: 
lenged their contrd of sute. In the light ot 
the pre-eminent role of the sute in produc¬ 
tion as also the distribution of resources the. 
contest over the control of sUte was going 
to be inevitable What is more dissident 
ethnic and regional groups, ie in Ertoinea and 
southern Sudan b^an to challenge the exis- 
tence of state itself, lb suppress the rising 
discontent as well as mititam class organisa¬ 
tions, the post-colonial sutes turned highty. 
authoritarian. ^. 

Dissident Movements 

In the light of these three background 
chapters Markakis has proceeded tn disetna 
the major dissident movements in the regiaiL 
Among them the Eritrean liberation strug¬ 
gle has appeared to be the most protraded. 
As the federation in Ethiopia was dis¬ 
mantled, Eritrea was reduced to provincial 
sUtus. Even the regional affairs of Eritrea 
were controlled by the central governm^ 
in Addis Ababa. The central govermn em t 
tried to suppress Eritrean identity and 
culture, smashed the trade union movemaut 
and denied civil ri^ts and political fnedoma 
to Eritreans. Eritrean economy witnessed 
stagnation. The cumuiative impact of tiic 
rule from the centre brought Christians and 
Muslims together to wage the liberation 
strug gle o f Eritrea. 

Markakis has tried to capture the com¬ 
plexities of Eritrean struggle by identifying 
rival sectarian and ethnic units with dashing 
ideolo^cal convictions. So far, there have 
been two dominant groups that have strived 
to gain control over “would-be Eritieta 
state”. The first group, namdy Eritnan 
Liberation Front (ELF), has aspired to 
establish a society and culture baued on 
Islamic values and Arabic language; 
Especially, the intelligentsia of ELF hot M 
the need of linking Eritrea to ‘lenasoenf 
Arab community whose economic and 
political support is going to be vital in pn»- 
tecting Eritrean independence. The second 
group, namely Eritrean Peopki Liberation 
Front (EPLF), has aspired to estabtish doac 
ties with reformed Ethiopia as a precondi¬ 
tion of indispensable peace Moreover it has 
considered tiie connection with the Arrii 
world as artificial and dangerous because dT 
the feudal reactionary regimes of the Ouif. 
Instead of Arabic, the EPLF has stood for 
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||||;.i;BcqcUtioq of titni as on official 
pMwSfO Thesa two coveting perceptions 
l^'Wtnaa identity have obstructed Eritrean 
and eventual independence 
l.y. Unlilie Eritrea, the movement in southern 
f^^udah has been found wanting in nationalist 
^Ipredentials. It has been a movement for 
;^Kdimsing the imbalances between northern 
southern regions. Although there are 
'ifogemal strifes within the southern region, 
.1^ region as a whole has stood for recogni- 
of its autonomy. The southerners 
ritdther invented a common past nor any 
/^ideology to conceptualise nationalism. 

. In contrast to Ethiopia and Sudan which 
''.Wive been facing internal di$.sident move- 
^..aients, Somalia has been preoccupied in 
-'stimulating dissident movements in the 
^neighbouring states with the objective of 
;iinifying people of Somali origin. I hrcc 
fignificant regions namely Ogaden and part 
.'■6f South Eastern Ethiopia, Northern Fron- 
' tier District (NFD) in Kenya and Djibouti 
Enclave have been the obvious targets of 
'Somali unification movement. Markakis has 
' offered a detailed account of Ogaden, Bale, 

■ Sidamo and the NFD uprisings which took 
place in past two decades. In essence, these 
native movements were launched by the 
people who found themselves pushed to the 
outer margins of- post-colonial society 
. (p 201). Initially these movements succumb¬ 
ed to the stronger post-colonial states but 
subsequently all thex movements invited the 
. support from Somalia. While championing 
. the causes of such movements, at one stage, 

- Somalia was involved in a war with Ethiopia 
during the Ogaden crisis of 1977. 

, ftrsistent challenges from minority ethnic 
nationalities have not led to the formation 
of new states in the Horn. This failure can 
be oplained on two counts. First, ail these 
challmges essentially sprang up from the 
tiaditional subsistence sectors wfoch had no 
toources to mount challenges to post- 
colonial states. Although the post-colonial 
states feh besieged, as they were surround¬ 
ed by these movements, they carried suffi¬ 
cient rqiiessive and co-optive capabilities to 
take command of the situation. Second, all 
the signatories of the charter of Organisa¬ 
tion of African Unity were committed to the 
prindpie of the inviolability of frontiers. 
Such commitments only reduced the magni¬ 
tude of intra-African support to sub¬ 
national movements. 


‘Garrison SoaALisM’ 

Secessionist, regional and ethnic 
movements to a large extent were responsible 
for the rise and growth of ‘Garrison 
Socialism' in the Horn. Garrison Socialism 
signifies the defence of state by soldier rulers 
who have espoused socialism. Soldier rulers 
in all the three states of the Horn assumed 
power at a time when there was acute suuc- 
tu^ crisis that threatened the stateTs hite- 
gfity. Since the soldiers were the products.of 
cohmiai as well as post-colonial state thrir 
foyahy to the state was beyond doubt In 
foct, military ruien stepped into the cHset 
, to pfeitryt the state in its existing form in 
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■n ComlMiiiiiiion of fti^oh. 

Inciu^ngldeilisin. iwivety, appeal of anti- 
imperiatot ideology and opportunism were 
responsible for the conversion of profes* 
s»onal soldiers to socialism. 

The operational aspects of states which 
came under Garrison Sor 'alism displayed 
following common features. First, ail the 
military rulers harped on the incapacity oi 
previous regimes to consolidate the state. 
Second, thiy tried to generate a new political 
consensus representing a blend of nationa¬ 
lism and socialism. Third, they super¬ 
imposed military hierarchy over the state 
administration and expanded miiiury and 
security related services. Finally, they ven¬ 
tured to tackle class contradictions by bring¬ 
ing more sectors of the economy under state 
ownership and nunagement. Among the 
military regimes in the Horn. Markakis has 
incisively analysed the nature and content 
of Ethiopian socialism and revolution. In 
Ethiopia socialism had genuine appeal 
within the tanks of the regime as well as its 
radical opponents. However, the military 
regime was able to use the ideology of 
socialism as well as radical programmes like 
land reform, quite effectively, to defend the 
state. Thus, it was successful m denying 
legitimacy to those who sought to reform the 
state. Markakis has asserted that the 
Ethiopian regime has more in common with 
radic^ military regimes in Sudan and 
Somalia than it has with the French and 
Russian revolutionaries. 

Markakis's work, in several ways, can be 
conceived as a worthwhile scholarly contri¬ 
bution. Social scientists from practically all 
the scholarly persuasions who are working 
on the phenomenon of sub-nationalism in 
contemporary Africa would find this work 
extremely useful. Particularly, Markakis has 
sensitised his readers towards the fact that 
any in depth analysis of social and political 
developments at the sub-national level 
should warrant keener awareness of the 
repercussions of the juxtaposition o! 
‘modem nation state structures* over pre¬ 
modern societies. A marked tendency 
towards understatements accompanied 
capacity to marshdil sufficient empirical 
evidence has made this exercise analytically 
effective. At the same time this work has its 
own limitations which can be presented in 
the following manner. 

First, relevant and vibrant social realities 
like nation, sute, dass and sub-iutional 
movements particularly; in the contenvorary 
third world are continuously in the process 
of formation and reformation. What is 
mon; even among the well established nation 
stMa the enipckm of sub-national identities, 
eg. Northern Irriand, French Canada, 
Basque Separatism, etc; is not entirdy un¬ 
common. lb capture 'the essence of such 
vibnnt realities of omr timet is by no meaiu 
as easy taski Perluqrs. neither the Marxists 


lA the light of meiicolcittsiy conduced 
research throughout the book Markakis with 
his own yardstick^ could have evolved the 
deiinitiom of ‘nation* and ‘class* in the con¬ 
text of the Horn. Approximately accurate 
deflnitions of such terms could have en¬ 
riched theoretical discourse on naiionali.sm 
and class conflicts in the African context. 
Due to a reticence to throw, fresh theoretical 
formulations, the effort in this work has 
boiled down to raising questions or .show¬ 
ing inadequacies in current theorising. 

Second, the discussion of the age of im¬ 
perial expansion could have been more 
meaningful had it been related to the 
development of capitalism in Europe. The 
British imperial expansion in Africa can be 
explained with reference to the relatively 
stronger and advanced capitalism in Briuin 
vis-a-vis other European states. In fact, 
relatively weaker support of capitalism had 
constrained the expansive capabiUties ot 
other colonial powers like Prance and Italy. 
In addition, factors like the conquest of 
India through East India company and mer¬ 
chant adventures like Cecil* Rhodes and 
Goldie who bolstered imperialist ideology 
has also facilitated the imperial conquests 
of Britain in Africa. By the beginning of this 
century the shadow of tlw British empire wa-s 
looming large over Afro-Asia. Britain’s 
undeviating quest to control access to Suez 
Canal and the significance of Red Sea and 
the Horn can be critically understood by 
exploring the linkages brtween different 
parts of the British empire as well as with 
reference to the overall interests of the British 
empire. Also inter-imperialist rivalries had 
their own impact on the development of the 
Horn. However, while assessing the impact of 
imperialism on the Horn, the book appears 
to have isolated the Horn from the broader 
currents of imperialism and capitalism. 

Third, the analysis of the nature of post- 
cdonial sutes has missed a few significant 
dimensions. Extensive comments regarding 
the social basis, nature and values of ruling 
classes after decolonisation could have pro¬ 
vided a sound basis to understand the nature 
of post-colonial states. Due to lack of this 
basis it is rather difficult to figure out 
whether the ruling classes under civilian or 
military regimes developed some kind of 
class conSdou.sness. Also if they were pv- 
tially or fully conscious of their dass identity 
did they make a conscious effort tq subordi¬ 
nate tribal, ethnic and re^onal identities to 
class idoitity? Without idling this ques¬ 
tion, adequately, the book has proceeded to 
throw light on the phenomenon of state 
nationalism. Its effort to situate state 
nationalism In the context of the three states 
of the Horn has left mudi to be desired. For; 
spedfic historical conditions under which 
these sutes were opdating had a direct bear¬ 
ing on the versions of nationalism they were 


nor .foe liberel scholan have foraiunied any 
NtisftKioiy foeories of nation alism and dass 
foniatitM. In yiM of tlris gap is foe icholar- 
ty Hleia^ueMariadds's i^riueunee fo define 
^ temuHkp ‘aatidn' and Uam’, itt least is 
fotiaesdudiat ehapiaa is not pmisenoifoy 


producing. Thus the nature of these sutes 
and their versions of nntionalum also need 
to be correlated. White characterising the 
nature of there sutes, foe book has argued 
that tlwy retained the essential features of 
colonial economy without suffidently 



emphasising the linkages between posf- . 
colonial siaies rmd erstwhile colonial pqwqts 
as also the world capiulisl economy. By 
thoroughly exploring the mechanisms of ex¬ 
ternal controls over internal situations the 
book cQuid have thrown new light on the ; 
versions of $ute nationalism. 

Fourth,-Manuals has dmost brushed 
aside the edmic brand of socialism in Andi 
Africa, ^mittedly, to a considerable extent, 
embtadng socialism is a fashion with foe 
ruling classes in the third world sutes. 
Furthermore; sodalism leaves suffictent ; 
room for rhetorical radicalism that dm. 
legitimise and susuin the power of ruling, 
classes. But the flourishing sympathy for . 
socialist ideologies in the third world has to 
be placed in a historical context. Combina-. 
tion of factors like association of capitalism 
and liberal democracy with former colonial 
powers, support of Swiet Union and other 
progressive sUtes to liberation struggles awl 
desire to overcome the problems of under¬ 
development through flgaliurian overtones 
have consistently enhanced the appeal of 
sodalism in Africa. While formulating th^ 
brands of socialism the African leaders and 
intellecttuls have displayed relentless urge to 
situate and legitimise ‘alien’ doctrine of 
socialism in indigenous ethos. While doing: 
so they have also expressed apprehenskm# 
about the likely domination by stronger 
states, socialist as well as capitalist. Dut^ 
the past three decades raw versions of Arfo- 
African socialism have surfaced like a rash 
on the African map. Drawing hasty conclu¬ 
sions about this phenomenon seems to he 
a current fashion in scimlarly writinip. 
However, this recurrent phenomenon not 
merely needs a sympathetic appraisal but 
must be placed under constant observation 
for a lonao’ term historical period. 

Finally, the book has failed to link up the 
interna] and aternaf dimensions of natiotul 
and class conflicts. Within the hetero¬ 
geneous population of each sure socially 
marginalised groups tended to form sub¬ 
national movements and challenge the rul¬ 
ing regimes. In the ongoing tussle between 
the ruling regimes and their opponents the 
rival parties continued to moWlire external 
support. In the process, thanks to foe 
strategic location of the Horn, the US and 
the USSR also became important parties in 
shaping the ever fluctuating fortunes of. 
ruttional and class conflicts. The Soviett who 
initially supported the Eriuean liberation 
struggle withdrew their support to Eritrea 
when the so-calkd socialist regime took wcf 
in Ethiopia. After the Ogaden war, Sottudia, 
an erstwhile Soviet ally, virtually lost the 
Soviet support. In contrast to ^ Soviet 
stanen the US withdrew its support to 
Ethiopia after the fall of Haile Selassie aitd 
gradually build tics with Somalia. Both (he 
superpowers had bowed down to the dirtaies . 
of powm polities when they orehMtnted 
these shifts in their rcqMctive all i a n ces. Such 
kaleidoscopic power configurations had 
their obvious repercussions on nationai and 
class ootrflicts which seem to have almost 
escaped the attention of the author. 
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Bhopal, Gift-Wrapped 

Padma Prakash 

;tohopal: The Leaaona of a Tragiedy by Sanjoy Hazarika; Penguin Books 
^|i^dia}. New Delhi. 1987; pp 230. Rs 60. 


proof were needed that Bhopal has been 
'n^qated to history here it U. Compactly in 
'SOO^sdd pages Sanjoy Hazarika has lucidly 
, a^tiied the disaster so that the horror of 
Detember night and the much worse 
IMama of the months and years since can 
•he ie«i-in the comfort of our drawing 
'.teodis. It is certainly not an unfeeling 
.^jputation—far from it. Nor for that matter 
h Uaiantly pro-industry. And yet, it is 
;vpnwisdy because of th^ reasons that 
^raaarika’s book is something of a betrayal 
^ the thousands who died and the genera¬ 
tions who will continue to suffer from the 
^tinion Carbide disaster. 

^ Briefly the book is in two parts, the first 
. documenting the events of the night of the 
disaster, the competing ‘scenarios’ of the 
disaster projected by several groups, and the 
' plight of the victims. The second etches the 
larger backdrop of the multinational 
' pesticide industry, placing India’s en¬ 
vironmental problems within this larger 
'l^o-political context. 

‘ At the very outset Hazarika makes clear 
. the purpose and the objectives of writing the 
faiok. It isn’t an ‘anti-technology’ or an anti- 
. -'itattltinational’ book. It merely assens a ‘fun- 
;. daiaental beliefl-that technology and busi¬ 
ness can be devastatingly destructive without 
emnpassion and restraint. "We must learn;* 
HVt Hazarika, "to live with progress and tise 
it to enrich our world, not destroy it”. It 
would of course^ be easy to dismiss this ‘flm- 
damental bdief as a naive liberal propos- 
. tion. But it is more than that. For, it struc¬ 
tures Hazarika’s entire perception of the 
disaster. Thus while he is critical of UC’s 
lack of concern for safety. Its lackadaisical 
attitude to both ineffleient equipmoit and 
to design factors, he does not recognise the 
dynamics of multinational operations which 
demand such neglect. Similarly, he talks of 
a lack of honesty on the part of the main 
protagonisu and sees Union Carbidc^s 
defence and its cover up as ‘consistent pet¬ 
tiness’ which wu entirely ‘avoidable and 
totally unnecessary*. Union Carbidefs at- 
tampta to distance itadf from the Imflan 
plant is to the author 'patently wrong’ and 
nothing mbfe. Even worm ^ the way in 
vdiidi he deals with Unkm CaiWdds 
sabotage theory. Me describes in great detail 
how in May 1987 UC called him to a brief¬ 
ing session on their version of the accident. 

while he points out the flaws, he ends 
die section by shifting the focus to a rriaicd 
VKStlon: whether it is mote important to 
; And out how the accident occumd or to 
;.acc«e justice to those who suffered 


Today it is clear to anyone who has had 
anything to do with Bhopal, that UC- let 
loose a well-designed and determined disin¬ 
formation campaign. According to the 
author UCs inability (o provide correct in¬ 
formation on the nature of the gas soon 
after the gas leak was a matter of non¬ 
availability of information rather than a 
deliberate effort to cover up the enormity of 
the disaster. At that crucisd time many lives 
could have been saved and sufferings of the 
victims minimised if the toxic effects of the 
gas had been known. This was aiminal 
neglect on the part of UC. And, to begin 
with, the sabotage theory was meant to 
divert attention from the real situation which 
was being worked out. Hazarika appears to 
be quite unaware of the manner in which UC 
repeatedly put forward bits and pieces of in¬ 
formation to create confusion. 

Given this perspective, it is quite pointless 
to examine in detail Hazarika’s narration. 
There are of course faults in his analysis, 
discrepancies in his interpretations, and 
omissions of available data which would 
have added to the completeness of the pic¬ 
ture. But mainly it is Hazarika’s construct 
of the various bits and pieces which make 
the disaster that is questionable 




The trouble is Hazarika trm to document 
Bhopal objectively While that is a much- 
touted principle of good Journalism it is per¬ 
tinent to ask whether it is possible to be ’ob¬ 
jective’ in a milieu where the etploiters not 
only control and doctor infbrmafion in 
various ways but also indulge hi ditinforma- 
tion campaigns? Btould it not b< necessary 
to sieve data through a pro-people biased 
screen? Hazarika’s task was certainly not 
easy—even within his own limited perspec¬ 
tive he must have faced the dilemma of selec¬ 
ting an appropriate infmmation base. But 
one can’t help feeling that he has allowed 
his concern about playing fair to Union 
Carbide to override other aspects. 

Then algain, his narration depoliticises a 
politically explosive issue. For instance, the 
role of the voluntary groups in Bhopal has 
been all but ignored, it is not that he forints 
to mention them: ‘The activists were angry 
as activists usually are.” But in doing so he 
marginalises their role in Bhopal. Even 
worse, the book throws little light on the 
intcraaion of the numerous vested interests 
which came into play in obstructing activist 
groups from mobilising people to fight for 
a right to life and health. Hme and again, 
when these groups had struggled to set up 
minimal rudimentary facilities for health 
care, the state government deliberately 
disrupted them on one pretext or other. Even 
more tellingly, efforts by these groups, 
especialiy the Jan Swasthya Kendra, to 
accumulate much-needed data which w^d 
have proved that the gas released was more 
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diraai^'ti^ Ik: loa waBi« 
pdiutakfaigly tfesmiyad by the MM |o««rii> 
ment and the activiits—young docton and 
other professionals who had come to Bhopal 
fioni great ifistaiices-*cliaiged with oiminal 
offences. While Haaarika documents some 
of this< he is quiM oblivious of its political 
implicatioiis—that UC sms working close¬ 
ly with certain sections of the state govern¬ 
ment including the medicai establishment in 
Bhopd. 

tWbrking in Bhopal has for many activists | 
been a sensitising experience. Certainly no! 
one could have remained unmoved by the| 
promptiraas wiUi which the state government 
its strong arm on relief activities. On 
the other hand, however, the fact that 
numerous groups could not come together 
to function effectively has also its own 
lessons to tell—lessons which people’s 
movements would do well to exatnine In 
many ways Bhopal has served to highlight 
the inherent class character and the anti- 
peopie bias of establishment medicine and 
establishment science. Activists, scientists » 
and doctors were faced for perhaps the Tiist 
time with genuine doubts about the science 
they had been practising so far. ^-called, 
professiotud interests often came into con-; 
flict with the needs of the situation. In fact, 
the experience of Bhopal has established a 
more tangible base for evolving a peoples 
science. 

It is not, of course, as if these ‘lessons* 
have been articulated. But certainly, 
Hazarika could well have taken a closer look 
at the voluntary efforts. In ignoring this, he 
has left out a large and signifleant chapter 
in the story of Bhopal. 

Let us now look at Hazarika’s data base. 
QuiM surprisingly, he relies heavily on 
foreign newspapers and magazines. Apart 
from the New York Tima, where he 
presumably quotes from the reports he fil¬ 
ed, his sources of information appear to be 
The Wuhington Post, and the Intemational 
HenU Th'bwne. This is indeed surpriMg. 
Even the bitterest critics of the press in India 
will admit that the coverage of the events at 
Bhopal was something of a turning point for 
the IncBan press. Concerned journalists in 
various national dailies played a crucial role 
in bringing to public notice not only the 
callousness of the state but the odds a^nst 
which voluntary groups were functioning in 
the city. This in turn acted as a counter 
pressure against further injustice. Certain¬ 
ly, ftom HazarlkaTs pednt of view mu<di of 
it wouMnt have qualified as objective repor- 
tfaig. And it wasn’t Most Indian joumalisu 
who have been M^vely rqxtrting and writing 
bn Bhopal have a definite pib-peoi^e Idas— 
a Uas wMdi even the establtebment press 
fbund dinkult to suppress. Hazarika’s 
fta mewort obvioudy automatically sxdudes 
this vahuMe volume bf information. 

It i^ also iht her surprisini that he makes 
no of the only t^ldcmiologicBl 

sHidy of the gas vietlins ewyiable at dwt 
t^iaebm Rriedd Qrdife report Of | 


the survey conducted three months after the 
disaster. At the time of bis writing, the 
Indian Council of Medical Research had not 
been able to conduct a single study of this 
kind. In fact he relies heavily on institution- 
based dau, and papers published in scien¬ 
tific journals. And that’s a pity. Because one 
of the most valuable ’lessons’ of Bhopal was 
the fact that large institutions, functioning 
as they do today, were completely incapable 
of responding to the chailengre presented. 
Almost all of them became embroiled in 
clashes of vested interests or of professional 
rivalries, not to mention bureaucratic 
tangles. 

Another glaring omission in his analysis 
is the mtire controversy regarding the effect 
of the gas on nregnant women. Again, 
Hazarika describes the problem no doubt. 
But nowhere does he refer to the trauma of 
the women who were left completely in the 
dark about the effect of the gas on the 
foetuses. Was Hazarika unaware of the 
politics of the treatment meted out to these 
women? Of the faa that women who 
desperately sought abortions were refused 
the service in government hospitals—all 
because this would be inMrpreted as confir¬ 
mation that the gas did affto children in the 
womb? And that medicai authorities refus¬ 
ed to divulge information about possible 
toxic effects on the grounds that it would 
cause.panic? Only a thick-skinned ^jectivc^ 
reporter would have remained unmoved by 
the plight of these women. 

Hamrika’s penchant for incKiding un- 


itecessairy detail is sometimes quite irkion% 

It is no doubt standard practice of gobo 
writing to indude ‘human interest’ maMrial. 
But Hazarika has time and again used it to 
diffuse the focus of the situation that bCLit 
narrating.-For instance, in recounting the 
events of December 6 he describes the coiii- 
pany president as “son of a working clan 
immigram parents’’ who “symbolised the 
American dream”; as a “low-proHle, enor: 
mously capable and an efficient but quiet. 
leader of his troops”. 

Having thus established that Anderson- 
was no mean Dickensenian exploiter of 
human labour, but a 20th century indutt-. 
rialist, concerned and efficient—and, let's, 
not forget', of working dass oriipns—he pecs' 
ceeds to describe the mockery of his arred 
winding up with Anderson’s statement at Ids 
Danbury press conference; “The name of the 
game is not to nail me to the wall, but to 
provide for the people!’ This among other 
things (such as the descriptions of how the ' 
in compai^ was hamstrung by difficulties ' 
posed by the Indian communication sysMntj 
creates an atmosphere were all of Hazarikafs:,; - 
subsequent criticisms and comments on the .. 
UC’s conduct lose their sharpness. 

The book will leave the average reader.. 
feding: ‘UC was certainly iiresponsible and.. 
the government response weak. But then the'' 
people in-charge are only human. And ac- . 
cidents do happen! And unfortunately, of ^ 
all the books on Bhopal, nuuv of them mqie - 
analytical, this will be the one which 
probably be read^ most widely. 
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All Economist’s Diaries 

Anand €handa«arkar 

■ 

.'.nalaik Diaries by H W Arndt; Asia Pacific Monograph No 2, Chopmen 
iiliiMishers, Singapore; 1987; pp 251. 


Ids diary, (Ver since the pioneering days 

Jtim Evelyn and Samuel Pepys down to 
Crossman and Evelyn Waugh in con- 
ii||nporary times, has alwiiys been an intrigu- 
Ifiiiiait form. It is essentially a minority taste 
The silent majority perhaps thinks like 
W^fd Cobb, Emeritus Professor of 
Modem History, Oxford {The Speciaiot, 
iviae II, 1987, p 7, “I have never kept a diary. 
Israuld not know what to put in it... Why 
aetp a diary?’*). Cobb will find an answer 
fa this fascinating collection by a distinguish- 
M fUlow Oxonian and Emeritus Professoi 
I'M Economics at the Australian National 
{ llldversity. *niiese diaries [a selection] are.. 

' Man academic, an observer intended to con- 
some of the never failing stimulus and 
>: plnsiue that 1 have derived from two 
Mouies of travel [19S8-1976] in Asian coun¬ 
ts [Afj^uuiistan, Cambodia, Hong Kong, 
India, Indonesia, Korea, Nepal, Pakistan, 
v^Pqiiia New Guinea, Singapore, Mtdaysia, 
South Vietnam, Soviet Central Asia, and 
I’)hiwan] and contact with Asian people” 
(Preface). They '^re printed... as they were 
. written day by day, edited only to delete...the 
possibly hurtful comment, and to give (in 
parenthesis or footnotes) the necessary 
. background information”. The diaries have 
a useful glossary and index of names and 
.are well illustrated by Hedda Morrison’s 
photographs and some by the author 
himself, including a charming frontispiece 
painting of the Rangoon river ferry. 

- Arndt’s stance throughout is of a dispas¬ 
sionate yet humane academic, but not lack¬ 
ing either in humour or candour. Thus he 
confesses to a lecture at the Development In¬ 
stitute, Karachi. ”which ended in disaster 
. over a howler in my paper” (p 47) and how 
tids speech in Indonesian fell “completely 
flat” (p 68). As bents an earnest academic 
supervisor and moral tutor, he is ever soli¬ 
citous about the needs of research students, 
whether it is lodgings or Held work, or to 
help an unknown Korean Ph O student of 
the University of Queensland to revise his 
thesis (p 139). He even remembers to shop 
for ‘kikek’ (clove) cigarettes in Medan, 
Indonesia, for “Norbert (Canberra addict)” 
and to nnd time for chess and painting! He 
manages to convey the 'spirit of placcf 
whether it is Medan, Bali, Kathmandu or 
Bombay (“a thoroughly t^stern city and 
very impressive indeed it is. So much cleaner 
than Calcutta, so much more elegant and 
' metropolitan than Delhi”, p 30). But he does 
not foil to notice how “things here are pretty 
. disorganised, like everything else in India” 
b> 20), shades of Gaibniith's India as a func- 
' tioning anarehyl 

Arndt is refreshingly balanced and peroep- 
dve in Ms appraisals of the good and the 


great, never overawed b> repuraiions or 
mesmerised by charm. Thus, “Nehru... sil¬ 
ting on the Front Bench in splendid isola¬ 
tion... intervened only two or three limes... 
and not very impressively” (p 20) and "spoke 
first, as always off the cuff, not terribly weil” 
(p 32). The doyen of Indian statisticians, 
Mahalanobis comes out as “alert and in¬ 
telligent, but also domineering, vain, and 
bigoted, a Bengali aristocrat who in moving 
towards a Stalinist-type authoritarianism has 
completely bypassed democratic liberal no¬ 
tions, never in any doubt who would plan 
and who would be planned for (or against?)'* 
(p 27). But the same Mahalanobis proved a 
most courteous and hospitable cicerone to 
Arndt duriivg his visit to the Thj Mahal, 
although at one point he asked Arndt, 
“ ‘And what brought you to India?— 
obviously having forgotten that he himself 
invited me” (p 28). .Arndt’s vi.sit to the 
Reserve Bank of India, Bombay was “most 
successful professionally and very pleasant 
personally” (p 29). His encounters with 
governor lengar will surety rank as 
memorable in the annals of centra! bank- 
government relationships. “He [lengar] was 
keenly interested to hear what was going on 
in Delhi... dearly the ‘Left’ hand in Delhi 
does not always let the ’Right’ hand in 
Bombay know about all it is doing... 1 can 
only hope I was discreet enough. Perhaps 
this explains why, much to my surprise, he 
ended what had already been more than the 
courtesies demanded by asking me whether 
I would be free to lunch with him alone on 
Monday to continue (he discussion” 
(pp 30-31) “...he was... anxious about two 
[things]... to convey... through me to the 
Planning Commission...his anxiety about a 
recent decision of the Congress Executive 
about credit to co-operatives... and to find 
out a bit more about Delhi thinking about 
the Third Plan. An odd procedure for the 
Governor of the central bank to have to usef’ 
(p 32). Arndt was thus uniquely privy to a 
central bank’s transformation Bom Mon¬ 
tague Norman’s ‘nagging housewife* to 
Chaucer’s *patient grlselda*. Clearly, no man 
can be a hero to a shrewd dforiatl But praise 
is given where due, whether it be to trade 
union leaders tike P P Ntuayanon, Flanu- 
tion Workers Union. Malaysia, ("sdf-madc; 
very bright”, p 9), or acad^cs like K N Rgj 
(“who is very good”, p 20), and Raziuddin 
Siddiqui, then vice-chancellor. University of 
Hyderibad (Sind), Ifokistan, ("mathenratlGal 
physicist, hi^y intelligem, attractlvd* p SOt, 
(The "dinner with Siddiqui excellent, but 
surdy not ‘Indian* (sic)’’, p S04 Arndt is also 
juidflaMy impresied by the noted Indonesian 
technocrats, AH Wsfohana and Widjojo 
C^oth make excdlent impreerims, eqieciaily 


Widjojo—reminiscent of MhhMbMrfU^in 
Karachi” p 62). 

Connoisseurs of devdopmeni economics 
will not be surprised by his encounters whh 
some characteristic types like the Gciman 
missionary (Father Fdlej) who believed *St 
will take (Papua New Guinea] a hundred 
sears" to dcselop (p 172); the hard-boiled 
economic advisor. Bill McCasker so “srery 
hostile about ‘ratbag’ academics" (p I6lk 
and the English officials in Hong Kong who; 
in contrast to (he Japanese; “manage to con¬ 
vey, with all their impeccable manner, that 
you are a nuisance and wasting their 
valuable time" (p 146). He is also ap¬ 
propriately modest on matters cultural and 
artistic (“But one needs to know more about 
Hinduism than I do to appreciate them 
(Nepalese sculpture] properly”, p 242) and 
notices too the cultural oMtacles to develop¬ 
ment like the “complex pattern of mutual 
clan obligations (of the Tolai in Papua New 
Guinea] in which lime plays little part” 
(p 164). The sections on Soviet Central Asia 
(Tashkent, Bukhara, and Samarkand) are a 
rare treat. 

It is hard to convey in the space of a review 
the full flavour of the rich repast that awaits 
the diligent reader of these diaries. Arndt 
has both ‘travelled hopefully’ and ‘arrived’. 
It was indeed a happy thought to publish 
These diaries soon after his equally interest¬ 
ing memoirs, A Course through Life (The 
Australian National University, Canberra, 
Australia, I98S). It looks as though he has 
scored another ‘first’ with his Diaries. He 
generously shares the credit with his enter¬ 
prising publishers. 
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Class and Communalism in India 

Rajni Kothari 

Indian politics today is marked by the convergence oj a techno-managerial elite wanting to be integrated into 
a global framework and a majority chauvinist ideology. The elite has visions of a powerful and hegemonical state, . 
equipped with technological and military muscle. Its one great mission is that of achieving greatness. Anything 
that comes in the way has to be marginalised and if necessary dispensed with. All diversities—social, political, 
regional and cultural—have to be dissolved into one great monolith. In that vision class-based antagonisms against 
the poor and a communal approach to the minorities converge. 


ONE of the problems with living in tut' 
bulent times fuU of all kinds of momentary 
changes is that one loses tight of certain 
longer-term toidendes that are likely to im¬ 
pinge on the condition of the people, as wdl 
as on the fiiture of the society at a whole. 
A period of change in which the precise con¬ 
tours of change are not clear also leads to 
thinking in isolated and fragmented torms— 
corruption, communalism, class conflicts, 
the rise of regional upsurges and the tike. 
What does not come through as well is a 
sense of certain basic tendencies that inform 
ail of this. I would tike to examine some of 
these tendencies. In particular, I want to 
examine a growing convergence between 
dass, ethiddty and nationality..C>ne can look 
at it from the point of view of the people, 
of those at tne tecdving end of state policy, 
or the receiving end of active politics. Or one 
can look at it from the point of view of the 
irulets, of those engaged in sorting out 
demai^ and conflicts as tli 9 come to them, 
and disaggregating them or aggr^ting 
ithem. Whichever w^ one looks at it, it is 
no longer the case that the prindpal divide 
. in Incfia is between the haves and have-nots, 
iwhich can be charactmised by a variety of 
indicators, the most persistent of which has 
bear the poverty line, which I think is in¬ 
creasingly becoming less and less relevant, 
because it does not take these other factors 
into account. 

The other divide that people have been 
analyring for a long time, particularly the 
socrdogists and socitti anthropdogists. has 
been of the ethnic, communal and caste 
variety—between the dominant castes and 
communities on the one hand and the lower 
castes, the backward classes, aird the daliu 
on the other. It is only recently that yet 
another division is bc^ discrused, and 
udikh hu often been deliberately evoked 
moe by Uie ruling stnna than by the people 
this is the diviaira along religious tines. It 
is a division that was always notioed by 
obaervm as part id the cultural tenain, but 
was never consMered a very central part of 
the pofideal process. Ibday it is being inwdt- 
cd'fs that. We are,told diat dw country 
stands dMded because of dw resurgence and 
revival ,af reUgipus ideasities, and that 
aoMithh^’shCtold be done to haft this pro¬ 


cess of division across communal and 
religious lines. 

Now, what I want to suggest is that what, 
is taking place is a mote composite divisiott 
of the ‘two Indias'. Some of us have for some 
dme been working on this thenw of two 
Indias in which development along the kipd 
of model of development that we have 
followed, or even democracy, along the kind 
of electoral model of democracy that we 
have followed, has led to a kind of division 
between those with access to power, pri¬ 
vilege, resources, and positions and the rest 
who don't have access to these positions and 
privileges, who are left out of the dominant 
techno-economic model around which the 
modern state is sought to be steered. And 
these can be the poor, the untouchables, the 
tribals, the backward classes, the lower 
castes, but also the large sections of the 
religious minorities. And. of course, most 
important of all. vromen. 

It it not necessary, it seems to me, that all 
of these are in the same eronomic strata or 
that they are all at the lower end of the 
poverty line. If you look at the atrocities 
comrtritted on womett, for instance; they will 
cut across classes and yet there is a sort of 
gender (bvide, a very powerful gender divide 
which is becoming part of the huger scenaric 
of two Indias. If you look at the position 
of the tribals which are being isolated and 
marginalised, and whose lifestyles and 
natural resource base is being destroyed, they 
msy trot rrecessarily qualify to be called the 
very poor, and yet tl^ are at the receiving 
end of state policy and the political process. 
And the same would apply to some of the 
teligiotts minorities. In the case of the 
Muslims, while it is clear that a large 
rru^ority hrqtpen to be poor, even those 
who ate not very poor and belong to certain 

tukUk classes, and particularly those amottj 
them who ate sli^ly moving up econo-. 
mically. become targett of commurial ftenz} 
and vMence In fact the latter become the 
targets of attack even more than the mass 
of the ooor. 

And yet there u also no doubt that state 
poikiei that have built an eUte structure bas¬ 
ed on cartaih dasses that dominate the ooun- 
tiy do in^pinge upon the minorities of the 
edmic and religious kind. 


lb illustrate this point in a very descrip 
tiye way, what begins as, let us say, a riot, 
or a series of atrocities a^nst the rialita. or 
against the tribals. it soon spreads into riots 
against the Muslims. And in some smalt 
pockeu, it has spread into riots i^nst the 
Sikhs. And in parts of Kerala and Drmil 
Nadu, there is also an anti-Christian kind 
of virus that is beginning to trtke place. 

In other words, if you think in terms of 
the targets of what may be called Hindu 
chauvinist psychology that is emerging in. 
India, largely located in north India but 
also found in places like Gujarat and 
Maharashtra, these targets happen to ctft 
across the dalits, (he tribals, the Muslims and 
the other religious minorifies. It would look 
as if they were all part df the ssune mass of 
people who are ‘undermining the unity of 
the country', who happen to be responsible 
for the unmanageable diversitv that we have 
to deal with, and who are standing in the 
way of the country moving ahead ns a 
homogeneous, poacrful, strong and tediim- 
logically advimced state. That’s at least how 
the point of view of dominant classes is 
emerging which then gets reflected in the 
behaviour of the system. 

Now, when one examines what has brxxrght 
about this state of affairs, one faces a more 
diflicult but interestirig phenomenon. There 
is no doubt in my mind that what has 
brought it about is our failure on at least tme 
major dimension of the paradigm of state 
building that we undertook, nomdy develop¬ 
ment, and through it the removal of pover¬ 
ty, of inequality, of mass disparities. Fbrir 
long time in India one thought that having 
taken that path seriouslv, through centralised, 
planning rind government intervention, try¬ 
ing to achieve results in terms of distribution 
of resources and opportunities, trying to 
reach out to the poor in a phased manner, 
and at the same time to involve the poOT and 
the dqrrived strata in the political process 
had led to a considerable containmeht of ^ 
communal and caste based divisions thtt 
may have pre-ddsted but were on dectine. 
There were a number of studies on this hi 
the sixties that showed that a lot of pfeopte 
bclongiiig to the minority communides, or. 
the tdbab or Indeed even the deprived strata 
like the dalhs, were partidpatitig ip the elec- 


1i!!ii>t.|WW|tttlnt in it with hope 
„ j iwo^ fidd a plaoe within it, atitn- 
|'4icn>divef with political parties, eitho- 
OxifreM or one of the principal opposi- 
partiea and, thus becominf part of the 
coalition-making which underlay the 
l^jUbiMcai process. And to long as this was 
‘‘rjia^ting, shate was hope and faith in the 
.Hippie tdhi this would in course of time 
thaanods. They were even willing to 
flljltojltolii tnrir. own distinctive identities and 
moorings, not barter them away or 
4ipUiing like that, but find correspondence 
‘l^pttveen those i^ntities and the socio- 
^i|pMtical goals that the system was offering. 

T think this it no longer the case. I think 
has happened is a striking failure on 
jcl^deveiopmem fronti and a striking failure 
;1^^capadty of the Indian state to liberate 
masses from their condition of Inequity 
|iild.iniacr)t to mediate in conflict situations, 
l^:pid,toRinoworatleast strike at the sources 
^/^mploitation, bondage and so on. Instead, 
[initiht has happened is that, over a period of 
/' tjoHi despite the sutc taking on an ntremcly 
IfiCdye role in the economy, of building the 
teananding heights* and so forth, the mass 
the people have stood not tq gain from 
; h, Iwt have in very ml terms lost. And lost 
> JkM Just in tenns of benefits that the develop- 
dient process entailed but even in terms of 
‘<6ie resources they themselves all along had, 
'.pjlf tluough access to nature; access to 
.ftoiestry, access to many other natural 
. jhaouices. They have lost on ail these fronts. 

' Apd with that there has taken place a deciin- 
. hig fltlth in the whole development process 
and the promises it held out. namely, that 
4la fruits would be available to all sections, 

. <(int a pectivr of caste; creed, location, sex and 
',ab on. 


This has been a tragic failure. It is tragic 
be c ause; the way the country started, there 
wm po^bilities. if only the socio-economic 
' agen^ was properly perceived and opera- 
- tlonaliscd (which of course it was not) in 
terms of integrming the social plurality that 
was India into a national framework without 
crashing any of the diversides, rather relating- 
them to each other, and int^rating them 
into a larger frunework. I think the failure 
of the development paradigm of the Indian 
state in this respect led to a completely dif- 
fsient agenda that has been pursued both 
by those who want to divert attention from 
. the real issues, and by those who want to 
find different kiiuls of spaces in a multi¬ 
ethnic framework. This is what we call 
communalism. 


If today the communally based or 
regionally based demands take precedence 
over tyjdcal socio-economic or political 
demands, if coitunuiiaHy based electotal ap- 
peals begin to displace programme and pai^ 
based appeals, thus pushing into the back- 
' . ground the political economy of nation- 
. buOding and social transformation, it is all 
.,ti result of the basic failure of the develop- 
^neciit model. 

One has only to open a newspaper in 
^Bnha today to find how much more coverage 


is given to violence; terrorism, communal in¬ 
cidents, caste wars, the incidence of dowries 
and rape against women and so on than to 
economic or political issues. It only reflects 
a radically changed climate of opinion and 
of changed priorities and concerns. 

Ftert of the reason for all this has to do 
with the whole question of the role of the 
state in national development. Implicit in the 
earlier faith in the development paradigm 
was a belief that the state would be the prin¬ 
cipal agent of transformation. In this there 
was a consenus which cut across various 
divisions, all the way from right-wing groups 
and big business, who would have otherwise 
liked the state to play a minimal role, to 
radical groups which otherwise thought of 
the state to be no more than a working com¬ 
mittee of the ruling class. There was consen¬ 
sus that in the initial phase, at any rate; and 
possibly for quite som‘e time, the state had 
to play a very dominant role, that the state 
was capable of being independent of vested 
interests, that it had a capacity to mount pro¬ 
grammes and policies that were in con¬ 
sonance wifli the socio-economic goals laid 
down in the constitution, and so on. What 
has happened of late is a disillusionment in 
this respect. A disillusionment about the 
capacity of the state to be an agent of 
liberating the masses and the poorer people 
from traditional as welt as more niodern 
clutches, to promote egalitarian policies to 
provide autonomy from and protection 
against a variety of vested interests. 

What is interesting here is that the attack 
on the state has come again from both the 
left uid the right. By the left I mean the 
various movement groups, the grassrxrots ac¬ 
tivists and radical intellectuals, lawyers and 
journalists who are taking cudgels against 
the state on behalf of the many suffering 
strata, along various dimensions, from class 
to gender to ethnic minorities a^ lutiona- 
Hties. From the right, on the other hand, the 
attack is coming in a difl'erent kind of way, 
and probably provides a more interesting 
aspect of the decline of the state in recent 
years. This is the argument that the state as 
presently constituted, namely the buieaucratic 
state; cannot deliver the goods, that it has 
become too much of a thing in itself, that 
it does not further the goals of progress, 
devriopmeht and modernisation in a proper 
way, and that therefore there was need to 
move away from the state being a central in¬ 
stitution of the system to the market being 
the main instrument. Hence the various 
moves towards liberalisation, towards dis¬ 
mantling of the bureaucratic state; towards 
greater privatisation of the economy, as also 
towards greater immlvement of voluntary 
organisations (the NGOs). the point being 
that the private sector, voluntary bodies, 
busineu houses, and various consulting 
groups (national and international) can 
attend to the tasks of devdofunent mudi bet¬ 
ter than the state. It is a mode of thinking 
thm is intended to take us towards a cor¬ 
porate model of society, in wUdi corpora- 
tionk, registered bodies, so-called Soluntafy’ 


organisatioilf of the inidriidifiMtf fldO 
variety, in short a variety of nm-stateaeiort, 
both global and national, would play a 
pivotal role and the machinery of the state 
that was answerable to parliament and the 
public through the usual bureaucratic 
departnients would take a back seat. In 
short, what may have started as a radical 
critique of the state is being co-opted intc 
a right-wing, critique of the sute resulting 
in a new-version of a corporate society. 

Now it so happens that this new model 
of private and corporate economic enter¬ 
prises in place of the model of a bureaucratic 
state also opens the way to private com¬ 
munal organisations. So that community 
relationships, inter-ethnic relationships, 
inter-caste relatioiuhips, and electa^ 
alliances of various types are not mediated 
by the state or the party, but increasingly by 
private organisations. ^ have had not one 
but several occasions when, after a major 
spurt of violence; or an inter-conunurdty 
skirmish or riot, the sute government con¬ 
cerned is found to enter into negotiations not 
with a political party or some other secular 
body like a union or a trade association but 
with one of these commuiul bodies: it can 
be the Hindu Raksha Samiti, the Babri 
Masjid Committee or even the Imam of 
Jama Masjid. The state is increasingly found 
to engage in a framework in which the 
recognised parties are not secular but com¬ 
munal organisations. It almost reminds you 
of the British Rai- 

lb come back to the main point, whether 
one takes the techno-economic set of issues 
in which power, resources and privileges are 
getting concentrated, or the handling of the 
communal issues, what one it getting is a 
system that is being steered by an dite which 
does not at^ longer believe in a democracy 
based on thversity. Crucial to understanding 
the Indian experiment in democraqr was that 
it was an effort to build a democracy that 
was conducive to a plural society. It was an 
effort not to just uke out of context an im¬ 
ported model and transplant it in an alien 
soil, as is often made out by some social 
scientists, but was in fact a considered res¬ 
ponse to an inherently diverse social terrain, 
a response that, in fact, was sui generis and 
was rooted in the Indian cuhural milieu. V/e 
may not have used the word democracy in 
earlier times, but the sheer capacity of these 
diverse communities to live together, the 
whole conc^ion of togetherness’ found in 
the Indian ethos, provided a hoqdtable stdl 
to the democratic ptdltkal process. So that 
when we came of age as an indqtendent mu 
tion, and had to adopt a muton-staie 
framework of social orgiuiisatipn, we were 
trying to foster a democratic sthieture and 
a political process that were not obfivlous 
of or ruthless to the various diversities but 
in fact were sensitive to them, diaaring the 
various diversitiet into the task of buiUUng 
a larger unity. Hw more recent fidhire cd 
Indian democracy Is a result ofanlnereaa- 
ingjy dedining understamSng of this, of the 
Mure to grasp the real isBuM fodng the peo- 
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pk, 10 ic^ioiwto thar o^verte detnutdt in 
a democratic manner, it is a failure to 
recogniM the simple fact that this is fiinda- 
mentMly a federal society, not just a federal 
ptklity, and that to build a demoaatic polity 
in a federal society it is necessary to not just 
recognise the existence of diversities but to 
make them the bases of a rich and powerful 
texture of unity and integrity. 

Instead what we are getting now is a rul¬ 
ing class which believes that we have had too 
much of politics, that there is just too much 
demand ^ling up, that it is coming from too 
many sources. It believes that the capacity 
of tiK system to move forward in a concerted 
manner and become a powerful state and a 
powerful nation is being compromised by 
this open-ended political process which had 
given rise during the 70s to a great deal of 
demands and pressures from the bottom of 
society as well as demands for better 
redistribution of resources in the framework 
of a modern state, in the framework of plan¬ 
ning and development and so on. There was 
a need therefore to minimise the role of 
politics and instead of rule by a party, or a 
coalition of parties, what we really needed 
was a techno-managerial structure in which 
elected politicians and the regular civil ser¬ 
vice which is responsible or accountable to 
the parliament is replaced by a bunch of 
managers and technocrats drawn from the 
corporate sector, from institutions of 
management and from international expert 
bodies. And whereas given the compulsions 
of the Indian scene it was necessary to re¬ 
tain the facade of a parliamentary frame¬ 
work and an electoral democracy, in effect 
problems would be dealt with by such a 
power structure. 

This thinking has^ in fact, been growing 
for some time. In the case of Indira Gandhi 
herself, who started her major political 
career (after 1969) with a populist stance of 
removing poverty, that being her most 
powerful appeal to the masses, she gradually 
got deflect^ from that position after the 
collapse of her regime in 1977, on the ad¬ 
vice of her younger son first and the older 
son later. The thinking that has since emerg¬ 
ed is that instead of the earlier kind of over¬ 
tones of socialism what you needed was to 
really go for a renewed growth model which 
was essentially technological, was open to 
the outside world from where a large amount 
of caidtal would begin to flow in and which 
could enable the country to avail of all the 
modCTn opportunities. 

Such an understanding of the Indian 
socio-poUtkal scene is part of a growing 
phenomenon all over the world, the same 
tendencies are at work in other third world 
countries as well as several western countries, 
irrespective of the nature of the political 
syston. It is the phenomenon of two worlds. 
One world consists of people with access to 
modern technology, access to sources of 
privilege and the resources that are needed 
for thaf, aeoess to the knourledge system that 
is very much tied to the structure of 
privilege who gre getting integrated into foe 
jWOcU cooiiiQmieAarkBt, foe world strategic 


market and a world techntdogical pool, all 
of them moving ahead, providing subitity 
and security to the woild. globally and na¬ 
tionally. The other world consists of miltions 
of people who are not able to have access 
to these advantages aiid privileges, the 
labouring classes, the unemployed, and in 
case of countries like India, the large masses 
of the untouchables and bonded labourers, 
large sections of women and children, the 
tribais. the migrants into the large cities who 
are forced out of their rural habitats, as well 
as the various nationalities that were begin¬ 
ning to assert themselves for political rights 
but are being increasingly visited by stale 
repression and terror. These were to be left 
to slew in their own juice, to be quarantined 
away from the ftni and more dynamic world 
and to be dealt with through smalt dotes, as 
is the case in the north, or through repres¬ 
sion, as is the case in the south. 

The new elite that has emerged and 
follows those in command in the gtobal 
framework no longer tries to keep up the 
socialist rhetoric but is following the 
capitalist path. They, in fact, bluntly say that 
those millions of people who are left out are 
in fact a drag. They are the sources of con¬ 
tinuous demand, continuous noise. They are 
the parasites (not the elite with its parasitic 
lifestyle). It is they who are getting in the 
way. This includes the poor, the under¬ 
privileged communities in the ethnic sense, 
the tribais, the dalits, the former un¬ 
touchables, and it includes the religious 
minorities. It also includes, though this is 
not openly staled, a large section of women 
and children. If only we did not have that 
kind of pressure, we could march forward, 
we are told. The need therefore is to con¬ 
solidate the gains of development for these 
upper IS to 20 per cent of the population, 
some ISO to 200 million people in the case 
of India. Thiaican be a significant section 
of foe population, providing a considerable 
market and can follow a policy that is con¬ 
sonant with the global corporate structure 
and can provide a more unified framework 
for devdopment and participation and in¬ 
volvement in development, a more homo¬ 
geneous model of the state and the polity 
to replace the much more pluralistic, diverse; 
multi-centred, multi-ethnic, multinational 
polity. It will be a model that will look upon 
life and its prospeas and its future chances 
in a centralised and homogeneous manner, 
as part of a global structure; as part of 
catching up with the developed world and 
becoming a strong country. Strong in 
developmental terms. Strong in military and 
strategic toms. Strong in terms of being a 
regional superpower in south and southeast 
Ana. Strong in terms of emerging as a world 
power. 

This emerging reasoning about the lower 
strata being an embarrassment is openly 
stated by highly influential sections of the 
cHtfc This is not, incidentally, the same as 
the earlier populaticm aigument. It is really 
an aigument against the poor as such, 
againtt foe underprivU^ed strata and those 
living 00 the margin of stirvivni, and against 


the' minorities. Whnt It pertinent in suAli a 
view is not how many are rich and how many' 
are poor, but the rise of a ceifain mind-set ' 
of the wotld'Tuling class which looks upon 
these millions of peopie as a hurdle. They 
look upon the state and development agen¬ 
cies as instruments of a comprehensive pro¬ 
cess of technological transformation. Here 
a major shift in technological thinking has 
emerged. Whereas earlier countries like 
India were used to dump obsolete 
technologies or high risk technologies with 
a lot of pollution and so on, what is now 
being offered and propagated is the ‘latest’ 
in technology for these countries. Thking the 
most recent example in bio-technology and 
genetic engineering, the idea is to use coun¬ 
tries like India as guinea pigs to try out new 
genetic engineering models, as found in the. 
proposal which was approved some time 
back to set up an International Cemre for 
Genetic Engineering in India headed by an 
American. This centre will try out various 
things in respect of new plantations and 
alternatives based on genetic-resource-based 
agriculture, agro- economy and so on. This 
will be tried out in India. 

'Ihe global thinking on development has 
undergone a significant shift over the last 
decade or even less than that. The earlier 
thinking was that the fruits of science and 
technology and of progress were to be avai¬ 
lable to all of mankind. What was standing 
in the way was ideological blinkers like 
socialism and communism and romantic 
ideas like national self-reliance. If the cap¬ 
tains of industry were allowed to reach out 
in all the areas of the world, it would be 
possible to trickle the benefits down to the 
last person. This is no longer King argued. 
In fact it is not being argued at ail. The op¬ 
posite is being argued, namely, that it is not 
possible to provide for all any more. Even 
with the latest technology, looking parti¬ 
cularly at the portfolio of modern techno¬ 
logies and looking at the interests that have 
to be protected, it is not possible to provide 
for all the peoples of the world. We will have 
to make choices in terms of creating a world 
middle class which wilt provide the frame¬ 
work for an international order using 
modern communications and global culture 
and all that. But not necessarily carrying 
diverse peoples and regions and stales in that 
framework. 

With this shift has taken place another 
doctrinaire shift from prosperity as a goal 
of development to stability as a goal of 
development. This is a very significant shift 
and one must take note of it. Stability—-aiui 
a framework of security—in which things 
could be handled and conflicts resolved or 
managed has become the watchword of 
development rather than raistpg the stan¬ 
dards of living for all. We must take note 
of this because what happens in countiia 
like India Is very much a reflection of the 
subtle and not so subtle thinking in the 
global think-tanks, in the board-rooms of 
transnational companies and in the Warld 
Bank. 

1b return to the theme of class and com- 
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iU’v'Aiit idea of homotenisiition 
'diversity of the ethnic and religious 
1 ^ looks like a problem. It is not >ust 
^iMHi'pOOf and the underprivileged but also 
■'.^mitdigious and ethnic minorities who have 
making demands during this period. 

;'Ikiiat been a period of considerable asser- 
" Ncm of the minorities, of nationalities at 
^^nplonal levels, of tribal movement for in- 
''.ilgiMildent homelands, of greater autonomy 
' atthe state and lower levels. In other words, 

- i greater demand for a truly federal struc- 
:(uie has also been growing. These are also 
I tliought to be detractions from the vision of 

- a homogeneous technological drive for the 
'nation as a part of a new integrated world. 
■Thcicfore what one finds is a secular con- 
' velgence between the techno-managerial ra- 

donality of running the globe that controls 
V wants to control the national economy 
. and the communal rationality. Theoretically, 
dne may think that these two would not go 
togeUwr, that a technocrat will not be com- 
'munal and should be more secular. But this 
is not sd Because the new-style (non-poli- 
tkal and non-bureaucratic) manager is 
grounded in the notion of a homogeneous 
techno-economic push, for him accommo- 
datiiig minorities, tolerating diversities, 
Bving in a highly plural world, becomes very 
difRcult to manage. Therefore, growing out 
'of the very vision of moving ahead, of 
building a more homogeneous India, there 
emerges a chauvinistic perspective It is a 
perspective in which the upper strata of 
Hindu society are being pushed mote and 
. more to a maiority chauvinist model for the 
doDtiol of the state increasingly the Hindus 
are perceived as a majority (a novel idea real¬ 
ly bmuse this was not how the Hindus even 
. thought ofthemeselves) which should have 
a hegemonical voice in running the state and 
to which the other minorities should fall in 
’ Hne This view is very much in consonance 
with the technological view of homogenisa¬ 
tion. We have, we are told, because of a 
' behef in a multi-ethnic, multi-national plural 
society, and because of our belief that 
through a political process we will be able 
to build a truly democratic and highly plural 
sochd structure, pampered the minorities. We 
allow the Sikhs to carry arms, we allow the 
Muslims to get money from the Gulf, we 
. have allowed the daiits and the tribals to 
have reservations for government jobs and 
educational seats. Only the Hindus are left 
out, It is the Hindus who have been suffer¬ 
ing, are backward, are concentrated in the 
Wadi* speaking areas. And the reason for 
this is that the Hindus are not united. They 
. are not one community. They are so many 
epmmunitict just called as Hindus but are 
HM R^y one community. This is absolutely 
' true; Which is why 1 think there is no ma- 
Jot^ oommunity in India. What the moder- 
idMd Hindus want is to create a synthetic 
majority. Indian society has for centuries 
. lired through tremendous diverlity, inducting 
' ^vertity of a horizontal kind with every 
caste grouping having its own Ufesttde and 
ha own go^ and goddesses, each rural and 
foUc cul^ having iu own identity, a society 


made up of a series of communities. These 
do not add up to being a inajotity*. The idea 
of a majority is alien to Indian culture. 

The thrust now is that the country is in 
danger. We should become a strong power. 
V/t are not able to do that because of certain 
threats and dangers found both within and 
without. By 'without' is meant the prover¬ 
bial foreign band— the CIA, Pakistan and 
so forth—out to destabilise India—all those 
phantoms that can be pulled out of the cup¬ 
board. And 'within' of course means the 
minorities and the rise of ethnicity and of 
the poorer classes. And hence the call lo con¬ 
solidate the Hindu social structure, a call 
that is basically given to and by the upper 
castes. It is important to remember that 
Hindu communalism began first within the 
Hindu fold, against the lower castes, the un¬ 
touchables and the like. Upper ca.stc Hindus 
arc far more piejuditial and contemptuous 
of the lower castes than they are of othci 
communities. That is now being extended to 
other communities with whom the elites had 
shared ptmer earlier without much of a pro¬ 
blem. Therefore what we have is a chauvinism 
that is limited to the upper IS per cent of 
the population—the upper crust of Hindu 
society. It is directed simultaneously against 
the daiits, the tribals, the lower caste Hindus, 
the backward and 'other backward* cla.sses 
(identified by the Mandal Conimission) as 
well a.s the Muslims, the Sikhs and the Chris¬ 
tians. This communalism is simultaneously 
directed against these other strata of the 
Hindu population too. It is not more than 
a small minority that is addicted to this new 
fundamentalist chauvinist drive in Hin¬ 
duism. It is a mistake to think that thej- are 
a majority. The majority of the Hindus, the 
rural folk living m the villages, do not share 
in this ideology. They do not even know 
what is Hinduism.'A large number of people 


idmtified ia the cenrait'u KllHitw.de igpt 
know what Hinduism it. They know about 
their caste, religion and their immediate 
sects. This is not because they are parochial 
but because their identities are well establiih- 
cd. Their borders are well identiBed. It is 
really the urban based, upper caste, elite 
close to sources of power and possessions, 
very much a part of building a dominuit 
class structure, that is using and utilising 
communal feelings and accentuating them 
to stay on in power. 

So what we arc getting is the convergence 
of a techno-managerial elite wanting to 
dominate the scene, for becoming part of 
and wanting to be integrated into a global 
framework, and a majority chauvinist 
ideology propagated by a minority which is 
very dominant and very privileged and also 
wanting to be part of the world ruling class 
Now this is not a mindless set of people. It 
is mindless in some ways, certainly mindless 
if you think in normative terms, but there 
is a 'vision' behind it. it is the vision of a 
powerful and hegemonical state, equipped 
with technological muscle as well as military 
and para-military muscle. If it has to con¬ 
tinue a facade of liberalism, it will be a 
liberalism with muscles, and in particular 
muscles against the dissidents, against the 
various assertions from the grassroots, of 
both the class variety and this other variety 
based on ethnic and relig<n«s and regional 
diversities. It is all one great mission of 
achieving greatness. Anything that comes in 
the way should of necessity be marginalised 
and if necessary dispensed with. All diver¬ 
sities in short— social, political, regional and 
cultural—-should be dissolved into one great 
monolith. Thai is the vision. And in that 
vision class-based antagonisms against the 
poor and a communal approach to the 
minorities converge. 
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An Appraisal 

\maiesh Bagclii 

In certain important respects the First Report of the Ninth Finance Commission marks a significant departure 
from the approaches of the Eighth Commission. Some of these departures reflect an attempt to correct the defi- . 
ciencies of earlier awards and break new paths, but some are of questionable logic and have produced results 
which cause concern. This note seeks to appraise the award in order to identify its strengths and weaknesses 
against the background of the fears expressed over the terms of reference of the commission and the criticisms 
of the approaches followed by the earlier commissions. 


AN award of a finance commission meant 
to cover only an odd fraction of its reference 
period, one year out of six, and close a gap 
left by its predecessor before it gets on to 
its main job would in ordinary circumstances 
have attracted little notice. There could be 
no cause for complaint had it chosen merely 
to maintain the status quo for the odd year 
pending the formulation of its approach uid 
a fuller examination of the government 
rmances at the coitre and the states as it is 
expected to do. In several respects the First 
R^rt of the Ninth Finance Commission 
(NFQ relating to 1989-90 docs no more than 
that, viz, applying the principles, laid down 
by its predecessor. In certain important 
respeas however the report goes beyond that 
and marks a significant departure from the 
approaches of the earlier commission some 
of which reflect an attempt to correct the 
deficiencies of earlier awards and break new 
paths, but some are of questionable logic 
and have produced resulu which cause con¬ 
cern. This note seeks to appraise the recently 
announced award in Older to identify its 
strengths and weaknesses in the background 
of the fears expressed over the terms of 
reference of the commission and criticisms 
of the approaches followed by the earlier 
commissions. 

The Backdrop 

Before one proceeds to pronounce any 
judgment on its award, it is necessary to note 
th« the NFC came to be formed at a time 
when the Indian fiscal scene presented a 
picture radically different from what the 
constitution makers had envisaged while 
providing for the institution of a fiiuuice 
commission to adjudicate the flow of funds 
ftom the centre to the states. Recognising the 
imbalance in the limitations of fisnl powers 
of the states at compared to the respon¬ 
sibilities assigned to them and the obvious 
need for evolving an arrangement for the 
devolution of fedoal funds which would 
command acceptance all round, the Indian 
constitution provided for the appointment 
of a finance commission by the imtident at 
least once in every flve years. The bask tasks 
envisaged for the ftnance commission were 
(I) to (kdde how much of the central 
revenues were to tkvolve on the states to 
enable them m meet their bt'dgetaty requiie- 
menu la the . form of share in taxes and 


grants-in-aid of revenue and (ii) determine 
their distribution among the sutes in an 
equitable manner, lb reassure the states that 
a portion of the taxes collected by the centre 
would be passed on to the states, the consti¬ 
tution stipulated that the proceeds of the 
income tax would have to be compulsorily 
shared with the states while the excise duties 
could also go to the sharable pool. Provision 
was also made for grants-in-aid “in aid of 
the revenues of the states from the Con¬ 
solidated Fund of India". A separate provi¬ 
sion of the constitution (Article 282) permit¬ 
ted transfer of funds from the centre in the 
form of grants under “Miscellaneous Finan¬ 
cial Provisions”. While the interpretation of 
the scope of Article 282 has beim a matter 
of controversy, from a {dain reading of the 
provisions governing the devolution of 
federal funds under the Indian constitution 
and their legislative history it would appear 
that these were premised on the presump¬ 
tion that the revenues collected by the centre 
would be appreciably in excess of its require¬ 
ments while only the states would be in 
deficit and that while there woidd be no bar 
to the centre (as also the states) making 
grants for w public purpose^ such grants 
should be made only in exceptional circum¬ 
stances and the main channds of traiufer 
ftom the centre to the states would be the 
devolution of taxes and grants-in-aid 
on the recommendations of the ftnance 
commission. 

For reasons which are well known, the 
assumptions underlying these premises do 
not quite hold valid any longer. Instead of 
the stiUes being short of funds, it it the centre 
which has run into deficits and since the 
beginning of the present decade even the 
revenue account of the centre after devolu¬ 
tion of taxes and grants to the states has beat 
consistently in the red and the deficits are 
increasing alarming in recent years. The 
state budgets on the other hand have been 
on the whole balanced and have shown some 
surplus on the revenue account after devolu¬ 
tion of central revenues except for one or two 
years. While opinions vary as to what has 
brought about this tituation—some would 
blame the centres improvidence in expen¬ 
diture and its intrusion into areas which 
come within the sphae of the sutes, coupled 
whh laxity in tax effort, whereas others piednt 
to etcesiive devolution—apparently, the 
vertical tanbalance anticipated by the consti¬ 


tution makers has almost turned iqiside 
down. The other presumption, viz, that tto 
finance commission will be the principal if 
not exclusive channel of transfer did md 
materialise. Contrary to what was possibly 
contemplated by the constitution makeis,: 
large transfers from the centre to the statw 
have been taking place via Article 282 in the 
form of plan grants governed by prlndpler 
laid down by the National Development 
Council and also discretionary transfers by 
the centre 

The latter development was the outooma 
of the country going in for planning with 
the public sector assuming a latge role strict¬ 
ly under central direction, a devdopsBeqt 
which was not foreseen by the constitution 
makers. Wlule It is recognised that the coun¬ 
try has made tunable strides in cconomfe 
d^opment under the {dans, dissatisfectidn' 
has b^ expressed about the pattern oX 
development and its finandng that has 
emerg^ on the ground that (i) these hno. 
not helped to achieve one of the m^or gmds 
of a federal states viz, reducing the reghmal 
disparities, and (ii) there is too much central 
control over planning and over the dis¬ 
pensation of federal funds among the stator 
bypassing the statutory mechanism set up 
under the constitution fw overseeing the 
federal devolution, viz, the finance com¬ 
mission. Exclusion of the revenue compo¬ 
nent of the plans from the finance coni- 
mission's purview since the Fourth Finance 
Commission (in effect, since the rejectionof 
the majority view of the Third Conunissioei) 
and the Planning Commission stepping in 
to provide evHi non-plan revenue gap gnats 
to some states undc^ned the role ^ the 
ftnaiKX <»mmission to an extent that could 
not possibly be justifted even by invoking 
the requirements of the plaiu. Ahhough the 
introduction of the Oadgil formula brought 
about a measure of objectivity in the alloca¬ 
tion of central transfers under the plans, the 
plan grants did little to moderate the dqpee 
of disparity in the devolution of fed^. 
funds. Moreover, the proliferation of the 
centrally sponsor^ schemes undermined the 
force of Gadgil formula in the matter of 
plan tratufers. Finance commission SMUsds, 
by contrast, appeared to be mme even-, 
handed, althou^ it was pointed out that 
they too did not go far to reduce regioiial 
disparities hr the country and, despite aK 
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MhtfMldicm in the distrHnitkm formula, 
Jtatet did nm f«ne much better in 
'JMr capacity to undertake puUic investment 
; jMaded to build up the basic infristructure 
Ir-for growth and the inequalities in income 
are getting sharper. 

Aggravation of the trends towards a 
'.Muonic imbalance in government budgets 
Which have come to mark the Indian fiscal 
•Gene in recent years was also believed to be 
Mother worrying result of the flnance com- 
yintetion's awards. Many were inclined to 
think that the gap filling approach followed 
'by the commission had generated a climate 
;bf ilseal indiscipline all round and has been 
# ,prime, factor underlying the intractable 
. deficits that have beset the government 
budgets at the centre and the states. The big 
Jiq>-up in the tax devolution ordained by the 
' Seventh Commission htdped generate some 
' . wndus in the states but the centre had little 
left on the revenue account after meeting the 
’ expenditures on interest, defence and 
transfer to states. With a large share of its 
: levenues going to the states, the centre too 
' ippeared to have lost interest in strengthen¬ 
ing its revenue base particularly income tax 
and turn instead to non-tax sources of 
revenue like administered price hikes, pro¬ 
voking protests from the states. Ail in all, 
the situation as it has developed over the last 
two plans is almost desperate and what 
appeared to need attention mote than 
Mything else was to see how to bring about 
some balance in the govenunent budgets and 
‘ arrmt the growth of the deficits. 

Viewed in this background it should not 
have been surprising that the terms of 
reference of the NFC required a normative 
approach to be adopted in assessing the 
tempts and expetuiitures on the revenue 
account of the states and the centre, and 
fbeused on the need for providing adequate 
incentives for better resource mobilisation 
and financial discipline and the objective of 
generating surpluses for capitad investment. 
In appndting any award of the present 
ftnance commtesion one has to keep this 
context in mind. 

Ninth Finance commission's 
Approach 

While it was not possible for the emn- 
mission to formulate its approach in regard 
to all the issues facing it in its first report, 
the commission has endeavoured to make a 
beginning by introducing a normative 
approach in assessing the tax revenue poten- 
thd and tax effort of the states and the 
oantre. Not that the previous commissions 
accepted the figures of the revenue and 
SMenditure put forward by respective 
, govenunents unaitkaily—close scrutiny was 
. igade of the revenue and expemhtures, and 
pro j ection s appear to have been made on the 
basis of elasticities—this time the methodo¬ 
logy is more sophisticated at least in the 
..assessment of the sutes' tax revenue poten¬ 
tial. A "co-varianed’ model has been used 
.wifh the help of "pooled dataT. Another 
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notable diftcrence is that unlike the prevtous 
commisdons, the NFC has attempted to get 
out of the shackles of the “base year’’ by 
working out a “normative basd’ in an 
attempt to quantify the levels of under¬ 
taxation relative to potential. 

it may be argued that revenue potential 
of a state may not be captured adequately 
by a few variables however carefully selected 
especially in a country where the states are 
far from homogenous in their economic 
structure and, what is more; their tax powers 
are subject to limitations which do not 
operate uniformly on all states.' There is 
also the possibility that tax effort itself is 
a function of the level of devdo^ent of a 
state with increasing pressures for public 
expenditures and may not be an entirely 
exogenous factor. Income, it is pointed, is 
as much a ’demand’ as a ‘supply’ factor and 
the identifleation problem in this is almost 
insuperable [Bird, 1976]. Some of these 
possibilities are sought to be taken care of 
by grouping the states into “high-income”, 
"middle-income’’ and “low-incoroe" cate¬ 
gories. Further, the tax potential worked out 
has been moderated by the commission in 
recognition of the problems the states may 
be having in attaining the norms in the short 
run. Those who still have reservations Mout 
the normative approach baseef on econo¬ 
metric models (and some of them may be 
valid especially when there are severe limita¬ 
tions of data) have to come up with alter¬ 
native approaches which would be more 
objective or less questionable. It can be 
nobody's case that a state which does not 
exploit its tax potential at the average 
standards or runs its enterprises inefficiently 
(eg, by having a staff-bus ratio in its 
transport underukings more than double of 
most others) should be allowed to get away 
with it and have its inefficiency underwritten 
by the centre which in effect means residents 
of other states. It is significant that after the 
initial protests against the terms of reference 
of the commission, the need fw a normative 
approach in place of the otf hocism inherent 
in the gap fllUngattempu of the earlier com¬ 
missions was ftnally accepted by all con¬ 
cerned. Some serious effort to evolve norms 
on scientific lines was therefore called for. 

However, the methodology followed for 
assessing the centre’s revenue potential does 
not bear any evidence of sophistication. For 
tax revenue; the trend rate of growth has 
been adjusted upward from 14.5 per cent to 
IS per emit, the reasons for which are not 
clear. Perhaps this was intended to bring 
some parity in the growth rate of the tax 
revenue of the central with that of die states. 
But there is no apparent reason to expect 
such parity either since basis of the taxes 
levied by the centre and the sutes, though 
often overlapping do not quite coincide. No 
attnnpt was made to assess how much the 
centre could be expected to raise if, for 
instance; some of the tax concessions of 
questionable efficacy were not given or the 
taxes were better administered and by look¬ 


ing into the scope for Mpleitlng MK iwiinbs 
of revenue (like taxation of service^. No 
doubt, the task is far from simi^ since these 
observations are applicable also to the states 
(e g, to their reluctance to tax agriculture). 
Further, the ux bases of the centre and the 
sutes are often mutually dependent. Exces¬ 
sive exploiution of a givm source by the 
centre (e g. through union excise) can affect 
the tax potential of the sutes (such as for 
sales tax). But application of the normative 
approach to the states cannot be accepuble 
if it fails in the case of the centre. 

Alsa on the revenue side of the states, the 
NFC has explored an econometric approach 
only for collections from taxes and chosen 
to maintain the status quo for the non-tax 
revenues. Reservations may be expressed 
about the equity of such segregation of tax 
and non-tax revenues since the bases often 
overlap particularly where there are state- 
owned enterprises in major areas as sur¬ 
pluses generated through pricing of products 
of such enterprises partake of the nature of 
a tax. Projections of tax reirenues on a nor¬ 
mative basis at the sute level also might be 
questioned on the ground that the practices 
followed in the matter of delegation of tax 
powers to local bodies is not uniform among 
the sutes (e g. entertainment tax is cotleaed 
by municipalities in Kerala, and octroi in 
Maharashtra), lb some extent the commis¬ 
sion has tried to get round the problem, e g, 
by excluding electricity duty from tax 
revenue. In equity, an integrated view of tax 
and non-tax revenue would be advisable. It 
is to be hoped that the commission will duly 
take these pitfalls into account before pro¬ 
nouncing its final judgment on the tax 
potential and tax effort of the sutes. It will 
not be fair to cast aspersion on the attempt 
being made by the commission to bring 
about a degree of sophistication in the 
measure of revenue potential of the sutes 
unless the results turn out to be patently 
perverse or the dendencies appear to be too 
serious to be ignored. No, the NFC’s First 
Report cannot be faulted on account of its 
attempt to devise a normative basis for 
assessing the revenue capacity of the sutes 
(or the centre), though, as pointed out 
earlier, in the case of the katter, the commis¬ 
sion has to do a little better than merely 
adjusting the trend rate of growth of tax 
revenues. 

On the expenditure side, the commission 
has followed its predecessor’s method, that 
is. projecting the non-plan expenditure by 
ap^ying reasonable (“sometimes, quiu 
liberaT) ratesof growth barring a few items 
which cdl for a different basis. How the 
commission goes about its task of formu¬ 
lating objective norms of current expen¬ 
ditures for the centre and the states in its 
final report will be keenly awdted. 

Overall, apart from the adoption of a nor¬ 
mative approach in a selective manner, the 
commission has not done anything which 
could indicate a serious attempt to assess the 
vertical imbalance inherit in the liuUan 
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iMcfU The 4 u*iUcMi how much of 
the central revenat should go to the states 
does not seem u> have been even addressed. 
Hence the feeling that the states have not got 
'their due ^are As for the distribution of 
the 'amounts whidi would Hnally devolve, 
while ilK status quo it hugely mainuined, 
significant departures have also been made 
yielding odd results as is shown below in a 
siibsequent'section. Since the subject matter 
of federal nnance arouses passions and 
discussions often turn subjective, whether 
and if so how far the NFC helps in addres¬ 
sing its basic tasks, viz, mitigating the 
vertical and horizontal imbalances and 
disparities needs to be examined a little more 
closely. 

assessment of Vertical Imbalance 

On the face of it, the dispensation of the 
NFC for 1989-90 does not upset the share 
of the states in the revenue of the centre 
flowing from what is known as “statutory 
transfers” in recent years. The proportion of 
estimated non-plan revenue transfers in the 
central revenue works out to 23.2 per cent 
as compared to less than 23 per cent in the 
preceding two years (vide Ihble 1). 

The proportion of central revenues devolv¬ 
ing to the states under statutory transfers 
during the Sixth Plan averaged 21.9 per cent 
and 20.8 per cent during the Fifth Plan, 
'hiking the transfers recommended by the 
NFC under central assistance for the revenue 


component of the state plan, the proportion 
of aggregate transfers under statutory and 
|dan transfers in the central revenues will 
continue to remain at the same, if not a 
slightly higher, level as in the earlier years 
of the decade. 

Those who feel that the states ought to 
have a larger share of central revenue, as the 
centre’s fised powers are much more exten¬ 
sive than those of the states, will still find 
fault with the quantum of devolution or¬ 
dained by the NFC for 1989-90 and would 
contend that the slates ought to be given 
more—-or alternatively, more tax powers 
should be transferred to them—if the ver¬ 
tical fiscal imbalance embedded in the 
Indian constitution is to be effectively 
redressed. 

The stales have been asking for a much 
larger share for some time and the Eighth 
Commission was taken to task for not even 
attempting to offer an estimate of what 
could be a fair proportion of the centre’s 
resources that the states as a whole could 
Icgitimalely demand. It has been pointed out 
that in the aggregate budgetary resources 
(tax, non-tax and capital receipts), the share 
of the states has bron declining and the 
finance commissions do not even seem to in¬ 
quire what should be the respective shares 
of the centre and the states in the aggregate 
budgetary resourcoi [Gulati, 1987], 

What ideally ought to be the respective 
shares of the states and the centre in the 


Table 1: PaopoitriON or Statutihy Tran-sfers in Gross CFNrsAi Revenues (1987-88 to 

1989-90) 


(Rs cron) 



1987-88 

RE* 


1988-89 

BE* 

1989-90 

NFC Estimate 

1 Gross central revenue (Ikx and non-tax) 

47730 


53460 

58795 

2 Statutory transfers 

I090S 


12022 

13622 

(Non-plan revenue account) 





3 2 as per cent of I 

22.8 


22.5 

23.2 

Source: Union Budget Documents. 





Table A 








(Rs cron) 

Ibtal Revenue of 

1987-88 (RE) 

1988-89 (BE) 

the Centre (Gross) 





1 Ikx (gross) 


37935 


42552 

2 Non-tax 


9785 


10908 

.3 Itoal 


4n20 


51460 

4 Revenue transfer to states (total) 





a Ikxes 

9328 


10662 


b Grants 

9130 

18728 

99lb 

20572 



(39.2) 


(38.5) 

5 Interest p^menis 


11450 


14100 



(24.0) 


(26.4) 

6 Defence 


8893 


9128 



(18.6) 


(17.0) 

7 Subsidies 


3370 


6391 



(11.2) 


(12.0) 

Ibtal of 4 to 7 


44441 


30191 



(93.8) 


(93.9) 


Nou: Figures in bnckeu indicate percentages of gross cenual revenues. 
Sown*: Union budget documents. 



aggregate government revenues and Whetbar 
the distribution of fiscal powers between the 
centre and the states need to be Changed In¬ 
volve issues going beyond the purview of the 
finance commission's terms of refeieiiee. 
Given a predetermined distribution of 
powers and functions, were one to start froin 
a clean slate, in principle, the correct way to 
assess the d^ree of verti^ imbalance would 
be to take a view of what are the constitu¬ 
tional functions and responsibilities of the 
two levels of government, the costs of 
discharging them efficiently and how much 
can raise by exercising its flscal powers 
judiciously. This, however, is simi^y not 
possible when the reality is different and 
governments are committed to undertake ec- 
pendilures not all of which can be said to 
be essential for discharging their constitu¬ 
tional responsibilities but cannot retrace 
their steps ail of a sudden. The fact of the 
matter is that, both the centre and the states 
have gone on to expand their activities and 
have permitted wastes beyond what could bg 
supported with their resources resulting in 
a situation in which there is continuous 
pressure for transfer of more resources to the 
states on the one hand, and the centrei being 
unable (or some might say, unwilling) to 
raise more revenue through taxation, turns 
more and more to borrowing to meet hi 
requirements on the other. The hard reality 
at present is that of the aggregate (gross) 
revenue of the centre, nearly 94 per cent goat 
under four heads, viz, trarufers to the states 
(39 per cent), interest payments (26 per caA), 
defence (17 per cent) and major sulkies (12 
per cent) (sec Dtble A). It can of course be 
argued (hat the centre ought to contain its 
defence expenditures, borrowings and sub¬ 
sidies and also do better in raising revenues 
from tax and non-tax sources. However, one 
can urge similar restraint on the part of the 
states in their expenditures and more inten¬ 
sive efforts to raise revenue 

Indeed, a truly normative approach would 
call for making a judgment alwut all these 
But norms totally divergent from reality may 
end up creating fictional surpluses. Never¬ 
theless, norms serve the purpose of pmnting 
to what is the right thing to do. If they 
appear unrealistic, their application miqr be 
phased. 1b start with, areas where the centra 
and the states have stepped in without bdng 
required by the corutitution or without 
adequate justificatiop can be identified and 
attention drawn to the need for stepping out 
It must be said that in its First Report the 
NFC has atumpted to mitigate the severity 
of even a limited application of the no^ 
mative approach and also pointed out sane 
of the areas where there is the scope for 
cutting down centre’s involvement (e g, in 
centrally sponsored schemes). PiesumaMjii 
the comminion will explore how norms oah 
be formulated for application over a wider 
area of the finances of both the centre end 
the states without iitiroducing aiiy subjeetiviqr 
before nuking its final recommendathMU. 

While a throughgoing application of 
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luggest njilor idtention ol 
cj|Npp(Miy teiouices between the centre and 
w liiitea, it U difficult to see how. in the 
Mutation, the NFC couM recommend 
> nibitiuitia} st^-up in the volume of 
'devolution from the centre. It needs to be 
'’ poled that with the devolution recommended 
. bytheNFC, the states should havearevenue 
^iPMos of Rs 7,202 crore iii the aggregate 
awle the cpntre would be expected to have 
'ja deficit of Rs 7,994 crore after allowing for 
eppenditure of the centre on plan revenue 
, ^tepunt Of course these estimates may turn 
.'M to be entirely fictional, being “nor- 
, pi^v^. Not many states will probably have 
any appreciable surplus while the centre’s 
deficit may in reality be much larger than 
been projected by the FC. But, one may 
mnder about the logic or relevance of the 
nbnns in assessing the degree of vertical 
Unbidance if the end result is huge revenue 
deficits at the central level and large aggre¬ 
gate surpluses for the states even after ail the 
normative calculations. 

it would be understandable if the com- 
mission found the revenue gaps so large that 
tiansfen of the order recommended were 
unavoidable even if that meant a larger 


central deficit, unless of course one takes the 
stand that the overall deficit should be 
shared between the centre and the states, a 
plea [Ouhan, 1988] which makes little 
economic sense. But that obviously was not 
the case. Some states had surpluses on their 
budgets on a normative basis and even they 
have been awarded sizeable share of the 
devolution, resulting in an enlargement of 
their revenue surpluses enormously. The 
NFC's approach so far does little to correct 
the imbalance that has overtaken the federal 
fiscal scene in India as it does not go far to 
point out what the centre and the states can 
do and ought to do to bridge their budgetary 
gap without any detriment to their ability 
to discharge their respective constitutional 
responsibilities. 

One may say that a modest beginning has 
been made in that some items of revenue and 
expenditures of the centre and the states have 
been subjected to some scrutiiqr but that is 
about all. For all its efforts towards evolving 
objective norms, the NFC is yet to chart out 
a course markedly different from its prede¬ 
cessors’, so far as redressal of vertical im¬ 
balance is concerned. As argued by Oulati 
and others, in assessing the extent of the im- 


h is peoiMwry lb MK.p.viowbi.il^M’ 
should be there^edtiveshdres of^ce^ 
and the states in the hudgttary resourodk ip 
their totality. A fragmented application of 
norms would be unfiur. While it may not be 
possible for a short lived commission to fix 
an invariant proportion as the share of the 
sutes in the overall resources in a dynamic 
situation—that is a task which is best under¬ 
taken by apermahent commission—abroad 
judgment- for five-year scenario can perhaps 
be attempted. There is no indication that the 
NFC is going to make such an attempt in 
which case the normative approach may not 
carry conviction. This is where the NFC's 
approach to the vertical imbalance issue 
disappoints and not so much in not allow¬ 
ing a larger share of central revenues to the 
states straightaway. 

HoRtzoNTAL Fiscal Capacity 
Equalisation 

In the matter of equalisation of fiscal 
capacities of the states—the horizontal 
equalisation issue—the NFC’s approach 
marks no improvement over that of the 
previous commissions in reducing the sharp 
disparities among the states in fiscal capa- 


Tabi f 2: Burx.ri<>R\ SiiRvuis oi- Staifs Hfiorf and Amu Statutory Dfvoiution (1979-1990) 




Under 7th Finance (,'ommission Award Under Hih Finance Commission Award Under 9th Finance Comnjission Award 
(Annual Average Per Capita) (Annual Average Per Capita) (Per Capita) 

_(1979- 84) _ _ _ (1984-89) __ (198»^W) _ 



Surplu.s 

Befom 

Devolu¬ 

tion 

Devolu¬ 

tion 

Surplus 

After 

Devolu¬ 

tion 

i'er Capita 
SDP 
(1973-76) 

Surplus 

Before 

Devolu¬ 

tion 

Devolu¬ 

tion 

Surplus 

After 

Devolu¬ 

tion 

Per Capita Surplus 
SDP Before 

(1976-79) Devolu¬ 
tion 

Devolu¬ 

tion 

Surplus Per Capita 
After SDP 

DevolU' (1982-83) 
tion 






Pan I: 

Major Slates 

, 





AP 

-20.94 

55.00 

34.05 

928 

-27.54 

94.31 

66.76 

1006 

-90.71 

138.06 

47.35 

2062 

ASM 

-39.37 

49.79 

10.42 

791 

- 120.23 

133.80 

13.37 

960 

-208.56 

213.63 

7.08 

1903 

BIH 

- 29.22 

61.15 

31.93 

645 

-78.21 

104.71 

26.50 

755 

-47.80 

169.18 

121.38 

1331 

<HIJ 

9.26 

54.38 

63.64 

1134 

51.63 

74.35 

125.98 

1590 

3.18 

101.28 

104.46 

2986 

HAR 

54.99 

45.85 

100.85 

1399 

126.50 

57.52 

184.02 

1895 

78.08 

99.88 

177,96 

3032 

KIK 

0.06 

52.10 

52.16 

1045 

16.20 

79.57 

95.77 

1202 

64.83 

123.39 

188.42 

2166 

KER 

40.571 

58.85 

18.28 

948 

44.45 

90.12 

45.67 

1162 

-104.51 

136JS 

32.04 

2071 

MP 

-15.62 

59.05 

43.43 

776 

-26.48 

97.69 

71.21 

895 

-97.31 

147.27 

49.96 

1731 

MAH 

39.69 

52.71 

92.40 

1349 

104.45 

72.62 

177.07 

1670 

168.32 

118.32 

286.64 

3168 

ORS 

-70.12 

72.50 

2.38 

793 

-111.77 

128.29 

16.52 

918 

- 180.47 

197.01 

16.34 

1775 

PUN 

44.89 

48.29 

93.17 

1586 

118.66 

66.82 

185.48 

2250 

74.07 

133.25 

209.32 

3720 

RAJ 

-36.98 

50.33 

13.36 

853 

59.98 

81.04 

21.06 

1127 

-136.33 

144.73 

8.40 

1818 

TN 

-34.18 

60.54 

26.36 

942 

28.75 

91,56 

120.31 

1165 

-53.64 

134.44 

100.72 

1946 

UP 

-21.90 

57.66 

35.76 

715 

-32.82 

94.80 

61.98 

870 

-89.46 

157.00 

67.54 

1308 

WB 

-30.38 

56.60 

26.22 

1033 

- 96.89 

110.16 

13J7 

1247 

-98.07 

143.43 

43.36 

2184 

STD DEV 

34.52 

6.33 

30.36 

261.03 

79.07 

20.64 

61.27 

409 

101.91 

30.38 

81X4 

660.79 

AVG 

-12.69 

55.65 

42.96 

995.80 

-10.15 

91.82 

81.68 

1247 

-47.89 

145.44 

97.34 

2228 

Coff VAR 


0.11 

0.71 

0.26 


0.22 

0.75 

0.33 


0.21 

0.83 

0.30 

Coff of corr 













^ with SDP 

0.85 

-0.59 

0.85 


0.84 

0.74 

0.84 


0.74 

-0.62 

0.70 
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nirt 11: Spa-cial Category States 






HP 

-143.28 

146.78 

3.49 


-289.76 

213.44 

-74.32 


-439.96 

489.31 

29.33. 


JandK 

-114.88 

120.T4 

5.86 


-280.00 

207.66 

-72.34 


-536.27 

616.94 

60.66 


Manipur 

-247.62 

216.00 

13.38 


-494.08 

349.68 

-144.40 


-747.68 

783.63 

33.93 


McghSlaya 

-I8S.10 

192.06 

6.96 


-42SJ3 

302.61 

-122.62 


-631.06 

657.29 

26X4 


Nagaland 

-570.87 

581.33 

10.46 


-954.80 

642.01 

-31X79 


-1438.09 

1336.00 

117X1 


;'D$ttra 

-182.82 

186.18 

3.36 


-407,57 

290.12 

-117.45 


-663.70 

677.81 

14.11 


SooMaid 

tS3.»l 

133.28 

3.63 


227.28 

146.09 

8UI 


320.60 

330.^ 

34.33 


.Auange 

-240.76 

248.01 

7.23 


-475.24 

334.59 

-140.65 


-749A6 

796.83 

47X7 


'Coff of 

-0.64 

0.63 

0.50 


-0.48 

0.44 

-0,38 


-0.43 

0.44 

0.73 
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dtimi Ob dfitfftuifM 

■ic p6iMi«iy ratratnde UndcttfbbiK there 


1N( thie iv be^MiM 0* iMib wtth 
Mtfi^'MiKl tlitf hniag the highert hu 
incnued. It was 42>fiilkl under the Sevtnth 
FCt anwiid (Rs 2.3t for Orim u against 
Rs lOOJS of Har>«iia): under the Eighth 


are serious prohieau in attenpdai any com* 
parison bf the equaiiting impiwt of the 
NUPOf award with dmse of earlier commis¬ 
sions because of the creation of several new 
snudl states in the last few yean (e g. Goa 
and Mizonm). Also^ the comparisons are 
vitiated by the fiKt—not often taken note of 
by rescateben in the area—that the ftill 
picture of inter-state allocation of devolu¬ 
tion awarded by the FCs is diffidih to con- 
strua out of the figures set mit in their 
reports as tiiere are items for which the 
figures resulting ftom their recommenda¬ 
tions are not worked out, in bet, they remain 
indeterminate at the time the rep^s are 
written, even though they are substantial, 
e g. giants for net interest liability on central 
loans. The picture of states' share in the 
aggregate federal transfers is further blur¬ 
red by the tendency of the Planning Com¬ 
mission to give even revenue gap grants. 
However, a comparative analysis of the 
figures of per capita devolution and revenue 
budget surpluses of the IS maior states 
resulting from the NFCs award as given in 
its First Report with those of the previous 
two commissions provides some idea of the 
directions in whidi the NFC’s approach is 
going to take us in the matter of flscai 
capacity equalisation. ' 

If the proof of the pudding lies in eating, 
the ultimate test of the horizontal equalisa¬ 
tion impact of devedution of the centre’s 
funds in a federal set up must be the extent 
to which it helps to narrow the differences 
in the revenue surpluses (or deficits) of the 
constituent units on a reasonable (‘nor¬ 
mative’) estimate of their revenue potential 
and cosu of providing public services re¬ 
quired under the constitution at a reasonable 
standard. Ihble 2 sets out the figures of 
annual averages of the per oqnta budget 
surpluses of the states budgets before and 
aftCT devtdution (induding grants) resulting 
from the awards of the Seventh and Eighth 
Commissions along with those for 1989-90 
as recommended by the NFC in its First 
•Report. Apart from the fact that the ag- 
gi^atc volume of surplus after statutory 
dei^ution registered a big rise over the last 
two decades—the increase has been eleven- 
fbUj between the Sixth and the Eighth Com- 
misiion [Lakdawala, 1984]—the coefficient 
of Variation (CV) of the surfriuses among 
thg states has tended to rise It was 0.71 
under the Seventh PC’s award, and 0.75 
under that of the Eighth. Under the NFCs 
award the coeffldait goes up to 0.83. Ikkm 
together with the bet that the correlation 
coeffideat of these surpluses with per capita 
SDP bean a positive sign, the increasiag 
trend in the CV would suggest a worsening 
of the inequalities in tlw distribution of the 
surphises. The coefficient of correlation of 
the pm cqdb surplus with SDP per capib 
under dM NPC^ award is smaller than u^br 
lbs ananbdftib two previous cowwwisdim 


Conunisston's award it had come down to 
14 (Rs 13.27 for West Bengal as against 
Rs 18SA8 of Punjab). Under the NFC’s 
award for 1989-90, the gap again goes back 
to about 40 fold (Rs 7X18 for Assam as 
against Rs 286.04 for Maharashtra). It 
c^ot be said that the devolutions do not 
have any equalising effect on the budgets. 
In their absmee the disparities in the budget 
positions would be still worse. Also the 
devolutions do appear to be progressive as 
is evidenced by the negative sign of their 
coeffident of correlation with per capita 
SDP. But the degree of progressivity which 
increased markedly under the Eighth FC’s 
award as compared to that under the Seventh 
shows a decline under the NFCs first award 
(the respective coefficients being -0J9, 
-0.74 and -0.62). 

As for transfers to the special category 
states, the per capiu devolution to these 
suites continue to be markedly high as com¬ 
pared to that for the other states but there 
seems to have been a decline in this gap 


under the NFC’s award. However not mu^' 
should be made of these disimritiesas ^ . 
per capiu surplus in the budgets of the 
special cat^ory sutes remain way bdow 
others even after sizeable devolutions (see 
Ikble B). 

As the size of the plans of the states 
depends largely on the surpluses they can 
generate on their revenue account, it is only 
to be npected that the plan expendituies of 
the sutes per capiu bm a high degree of 
correlation with their per capiu revenue 
surplus. Annual averai^ of per capiu plan 
expenditure for 15 mgjor sUtes from the 
years covered by the finance commusion 
awards fitmi the Fifth FC onwards are given 
in Dtirle 3, along with averages, standard 
deviations and coefficioits of varution. 
Ihble 4 ipves the correlation coefficients 
between (i) SDP and revenue surpluses of 
the IS sutes; (ii) SDP and plan expenditure 
and (iii) surpluses and plan expendituies (all 
per capiu) over the plan periods covered by 
the FCs’ awards starting from the Fifth. The 
figures confirm the expecution that per 
capiu pian expenditure closely follows the 
level of revenue budgm surpluses. The roots 
of the growing disparity in the per caititt 
income levels of the states can perhaps be 


Tabif. B 


(Rs per capita/ 


Statutory Devolution* 


Budgetary Surplus after 
Devolution* 


Specialised 

Category 

States 


Others 


Specialised 

Category 

Sutes 


Others 


Seventh FC Award 
Eighth FC Award 
Ninth FC Award 


248.01 

524.81 

796.83 


55.65 

91.82 

145.44 


7.25 

49.57 

47.37 


42.96 

81.68 

97.54 


Note; * Average per annum. 
Source: Ihbie 2, Part II. 


Table 3: Per Capita Plan Outlay and Actual Plan E.vpenoiture 
OF THE States 

(Annual avemgest 



Fourth Plan 

Fifth Plan 

Sixth Plan 

Seventh Plan 

Outlay 

Exp 

Outlay 

Exp 

Outlay 

Exp 

Outlay 

Exp* 

AP 

19.40 

19.60 

55.40 

6i.OO 

107.20 

102.80 

172.60 

176.00 

ASM 

30.60 

27.20 

55.80 

50.40 

109.60 

108.80 

218.60 

191.30 

BIH 

18.80 

17X10 

41.40 

38.00 

78.00 

72.80 

146.80 

127.30 

CUJ 

34.00 

40.80 

78.40 

91.20 

187.00 

197X10 

257.00 

248.00 

HAR 

44.80 

71.40 

105.40 

118.60 

229.00 

215.00 

332.40 

294.30 

KTK 

23.80 

25.60 

60.80 

65.80 

115.40 

123.40 

180.20 

165.70 

KER 

24.20 

31.20 

48.40 

56.80 

102.60 

114.60 

142.00 

146.00 

MP 

18.40 

22.80 

58.80 

61.40 

122.60 

129.00 

233.60 

185.30 

MAH 

35.60 

39.80 

83 00 

94.20 

175,20 

180.00 

285.60 

260.70 

ORS 

20.20 

22.80 

48.20 

52.60 

102.60 

101.80 

208.60 

200.70 

PUN 

43.40 

63.20 

135.00 

125.20 

204.60 

203.40 

308.60 

288.00 

RA) 

23.40 

24.00 

48.20 

59.00 

98.40 

115.80 

134.80 

121.30 

TN 

25.20 

26.80 

49.60 

50.80 

114.20 

124.40 

218.00 

197.30 

UP 

21.80 

26.40 

49.80 

59.20 

90.80 

99.40 

157.20 

153.00 

WB 

14.60 

16.40 

50.60 

51.00 

98.80 

82.80 

121.40 

111.00 

Aveiage 

26.55 

31.67 

64.59 

69.01 

129.07 

131.43 

207.83 

191.07 

StdDev 

8.87 

15.58 

24.95 

2S.1I 

44.58 

43.82 

63.48 

56.57 

CoefW 

0,33 

0.49 

0.39 

0.36 

0.35 

0.33 

0.31 

0.30 


Nour. * Relates to 1985-87. 

Source. Budget docufflenu/'Planning Commission. 
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jiticcd to Uilii vis,’ the sharp disparitiet in 
their budget eorpluset affecting their 
capacity to undeitahe investmenu for growth 
u reflected in plan expenditure 

It may be asked, what have the FCs’ 
awards got to do with plan npcnditures 
tince plans are formulated by the Planning 
Commission and not by the FCs? As is well 
known, the size of the states* plans depend 
primarily on the surpluses they can raise on 
tiicir revenue account and the latter is 
influenced considerably by the devolution 
decided by the finance commissions. To 
quote a former member of the Planning 
Commission and finance commission: “It 
can no longer be maintained that the 
ttansfen from the linanoe commissions have 
no bearing on regional disparities in plan 
outlays, as the amount of surpluses left with 
the states on revenue account are the direct 
consequence of the formula devised for the 
distribution of resources among the states” 
{Hanumantha Rao, 1988]. 

But can the FCs be held really responsible 
for leaving large surpluses in the budgets of 
some states while for some the revenue 
budgets are just balanced with a “revenue 
gap grant”? After all, the quality of financial 
management varies markedly across states. 
A poor state may have a positive surplus or 
a relatively small surplus while a state with 
better potential may be in financial straits 
because of improvident management. It 
would obviously not be fair to deny a share 
in the devolution or allocate a smaller share 
to states which do better and are therefore 
in a better position to undertate large invest¬ 
ment under the plans. While the logic of this 
argument is undeniable; the fact remains that 
it is the higher income states which generally 
do better in sharing surpluses in their 
revenue budgets as is evident from the high 
degree of correlation between budget surplus 
and SDP per capita observed over two 


decades Cfeble 4). Even for t!^94K>, ooeor^ 
ing to normative estimates of flic NFC, non- 
plan revenue iKcount before devolution 
reveals positive surpluses in sutes which 
rank higdi in the level of per capita SDP (viz, 
Gujarat, Haryana, Maharashtra and 
Punjab). (One nception is Karnataka, which 
though belonging to the middle group also 
shows a surplus.) The point to note is that 
these surpluses have brnn worked out on a 
normative basis which, for ail iU limiutions, 
proceeds by assuming an average or repre¬ 
sentative revenue effort leaving out any 
surplus a given sute may be able to achieve 
through prudent management, it may so 
happen that the potentiaboPranmte'in the 
richer states-is so high that even by average 
or below average effort they can have a 
comfortable budget. Under a normative 
approach, undertaxation due to lack of 
effort gets corrected (or should get corrected) 
and that helps to improve the budgeury 
picture of these states even more. But that 
does not explain how one state can have 
revenue surplus in per capita terms, as high 
as 40 times that of another whereas their per 
capita income ratios differ by a factor of 
only 3 or 4. It is pertinent to ask, is there 
a case for permitting large devolutions to the 
states which have such large normative 
surpluses on their budgets? Obviously, the 
PC’s awards, for all their attempts to make 
them progressive, have made little difference 
to the inter-state disparities in fiscal capa¬ 
cities and thereby their growth potential 
although it must be acknowledged that they 
have served to reduce the disparities in the 
provision of certain public services [Rao, 
1987]. The NFC's approach and norms do 
nothing to improve matters. As pointed out 
earlier, if anything, they make things a little 
worse.^ 

Given the constitutional framework for 
devolution of federal funds, whereby certain 


UxM.atb to be^ 

some may be put into tbe tiuniiilf pool, 
depending on tbe FCt judgnttmt, tl^ 
seems to be no way of preventing t^ flow 
of federal funds to a state even in a situa¬ 
tion in which it does not have any gap in its 
revenue budget on normative proje^ons. 
The FC does not have much disciedon in 
this regard. The quantum of devolution 
whether of the shanble taxes or of grants 
is however a matter entirely fm- the FC to 
dedde. F6r reasons whidi ara not qube con¬ 
vincing the proportimi of shared taxes in the 
total devolution has been raised by successive 
commissions. As 'Bible S would show, since 
the Eighth Commission’s timev the share of 
taxes in the total devolution under the FCs 
awards has hovered around 90 per cent 
(under the Sixth Commission's dispensation, 
the proportion stood at 80 per cent). The 
corresponding figures for First, Stoond, 
Third and Fourth FCs were 77 per cent,'73 
per cent, 75 per cent and 84 per cent, icspec- 
tively. In iu award for 1989-90, the NFC has 
reduced the proportion to a little less than 
90 per cent as compared to 93 per cent under 
the Eighth, but the commanding position of 
tax shares in the total devolution stands 
undisturbed. If the devolution under the 
NFCs award turns out to be less progressive 
than that under that of the Eighth FC, it is 
because of the changes made by the NFC 
in the tax devolution formula and substantial 
amounts given under discretionary grants 
under “special problems”. 


Regressive role of Poverty Ratio 
Criterion in Tax Devolution 

Recognising tbe predominant role of tax 
shares in statutory devolution, successive 
FCs have tried to introduce certain criteria 
in the formula governing the allocation of 
ahe sharable pool of central taxes which 
^ could impart a measure of progressivity in 
their awards. Thus, the weight given to con¬ 
tribution or coilection has been reduced to 
no more than 10 per cent and factors like 
“distance of the per capita inc ome of a givqn 
state from that of the highest income suto’ 
and “income adjusted total population 
(lATP)" have been brought in to give greater 
weightage to backwardness. But the co¬ 
efficient of variation in the tax devolution 
per capiu has been much smaller than in 
per capita SDP. For instance; the coefTideni 
of variation in tax shates was 0.08 under the 
Seventh PC’s award. It improved to 0.17 
under that of the Eighth. The conesponding 
flgqre under the NFCs award works out to 
0.19 (vide Ihble 6) whereas in respea of per 
capita SDP the coefficient was 0JUS during 
the aid-seventies and has inocasad to 0.S0 
in secant years. It is eatremely doubtflii 
whsthcr tax sharing can be made peogaMKa 
enavgb to nautalUe the flicid capMlIla to 
an ateat that the gw*-in thair tafl^ 
sarphua are brought dawn. -fht tt b 
noaaxif% that the l^ihmK^lbrBHda did 
make a big diffciaioe to the prggmaivity of 


T.-ibi e 4: CofEFit lENi OF Correlation Between Per Capita SDP. Buooetary Surpius and 
Pi an Expenditure of 15 Major States 




Sih FC 

6th FC 

7th FC 8th FC 9th FC 

Surplus and plan expenditure 

0.816 

0.958 

0.857 0.864 


SDP and plan expenditure 

0.592 

0.875 

0,859 0.739 

— 

SDP and revenue surplus 


0.550 

0.870 

0.147 0.839 

0.692 

Table 5: Components of Devouition under Finani e Commission's Awards 






(Rs crow) 


Tax 

Deficit 

Other 

Total 

Total 


Devolution 

Grants 

Grants 

Grams 

Devolution 






(Statutory) 

Fifth FC 

3592.52 

486.22 


489.22 

4078.74 


(88.80) 

(11.92) 


(11.92) 

(100.00) 

Sixth FC 

6944.S 

815.84 

928.78 

1744.62 

8689.12 


(79.92) 

(9.39) 

(10.69) 

(20.08) 

(100) 

Seventh HC 

18811.25 

136.92 

387.38 

524.3 

19333.55 


(97.29) 

(0.71) 

(2.0) 

(2.71) 

(100) 

Eighth FC 

33124.94 

968.17 

1420.86 

2389.03 

35513.99 


(93.27) 

(2.73) 

(4.0) 

(6.73) 

(100) 

Ninth FC 

10926.36 

236.01 

991.77 

1227.78 

12134.14 


(89.90) 

(1.94) 

(8.16) 

(10.10) 

(10(9 


Now. Figures in parentheses indicate percentages, of the total 
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thetixdevQlHtkHt Tliatof theNTC ihom 
no imiMovmeAt. If nnytUng there it slight 
set back in the trend. The main reason seems 
to be the re-injection of poverty ratio as a 
critefioi^ for tax devolution. 

While proposing not to make any radical 
departure from 1989-90 from the pattern 
prescribed by the Kghth Commission, 
pending further examination of the issues 
and facts, the NFC has nevertheless made 
a significam modification in the fbnaula for 
tax devolution which now governs the inter 
se allocation of the sharable proportion of 
both income tax and union excise. The 
change consists of reduction in the weight 
attached to lATP from 2S po' cent to 12.5 
per cent and attaching the remaining 12.5 
weightage to a new factor, viz, "proportion 
of poor people in the state to the total 
number of poor people according to the 
estimates from 1983-84 made by the Plan¬ 
ning Commission". Ironically, this change 
has resulted in reducing the share in the tax 
devolution for several states whose per capita 
SDP falls below the national average while 
some with above average SDP per capita 
have gained. Maharashtra is the greatest 
beneficiary of this change (Rs 35 crore, vide 
Ihble 7). Another above average income state 
(Wbst Bengal) has gained while Bihar has 
been the worst loser followed by Kerala. 
Uttar Pradesh and Assam. 

The criterion which has resulted in this 
somewhat bizarre outcome was first injected 
by the Seventh PC but was rejected by the 
Eighth Commission partly because the 
statewise data in this regard were not reliable 
and also because they thought that its use 
was inappropriate. The NFC has brought it 
back on the ground that it constitutes the 
be.st indicator of backwardness of a state in. 
the absence of any other index of backward¬ 
ness, The commission has indicated its 


intation to evolve a suitable fmmula fot the 
purpose after consulting the states and 
leading experts on the subject. That the 
statewise data on people below the poverty 
line am highly questionable is well known. 
As pointed out in a perceptive paper on the 
subjKt, in estimating poverty at the state 
level it is necessary to take into account inter- 
.state differences in (a) population structure, 

(b) activity composition, (c) climatic con¬ 
ditions, and (d) differences in the price struc¬ 
ture and their trends. For factors (a), (b) and 

(c) have a vital bearing on the calorie 
requirements and the minimum consump¬ 
tion basket to meet the requirements while 
price differences influence the monetary 
equivalent of the poverty line [Hashim and 
Sharma, 1988] to quote the authors of this 
paper: 

Atierapi has not been so far made to estimate 
separate poverty lines for different states 
mainly for want of firm and reliable data on 
the parameters which are essential for doing 
such exerrises. 

Because of these limitations, use of the 
povetty figures as a criterion in the tax 
devtdution formula by the Seventh PC evoked 
sharp comments from V M Oandekar, one 
of the pioneers of poverty studies in India. 

The NFC was not unaware of the liraita- 
tioiu of the state level poverty data. Yet it 
thought it lit to bring back the poverty ratio 
as a criterion for inter-state allocation of 
sharable taxes, with the result that the 
improvement in allocation of centres tax 
share which had been taking place with the 
Eighth Commission’s formula has suffered 
a set back. Under the Eighth PC's formula 
for tax devolution, the coefficient of varia¬ 
tion in per capita devolution had shown an 
increase to 0.17 from 0.08 under the Seventh 
Commission’s award. Under the NFC’s first 
award the CV showed a further increase to 


0.19 but would, have improved further to 0.23 
had no change been made in the set of 
criteria and their rdative weights (vide col 7, 
Ihbie 6). The justification for introducing 
the povetty ratio is questionable also in prin¬ 
ciple since the relative poverty factor is 
implicit in lATP. Besides, the basic function 
of federal devolution is to equalise the 
revenue capacity of the states and meet thdr 
budgetary needs as determined on a nor¬ 
mative buis. The significance of poverty or 
backwaidness should be reflected in the 
revenue capacity itself. What is the justifica¬ 
tion for introducing a dubious supplement 
to a more straightforward measure of 
revenue capacity? In any case, the logic of 
taking two variants of the same variable, viz, 
per capita income in the tax devolution is 
not clear. Perhaps an appropriate exponen¬ 
tial can take care of this factor more 
rationally. 

Another factor which blunts the equalis¬ 
ing impact of the statutory transfers in the 
PCs* awards is the reliance on the 1971 
population in the devolution formula. As 
argued forcefully by Hanumantha Rao on 
more than one occasions, this is an instance 
of equity being sacrificed for no gain in 
efficiency. Are we to believe that the popula¬ 
tion growth rate of the country will come 
down if the states experiencing a higher 
growth are punished with a lower share of 
central funds than they would otherwise be 
entitled? However, in this the NFC may 
plead helplessness as it is built into the terms 
of reference 

Even if there was no change in the set of 
factors used by the Eighth Commission as 
criteria for deciding the inter se allocation 
of sharable taxes, tax devolution by itself 
would still not have been able to impart the 
necessary degree of progressivity which 
could have brought down the disparities in 
the revenue surpluses of the states. That can 
be achieved only if the proportion of taxes 
in the total devolution is brought down and 
the grants component is enlarged. 

Grants finder Aiticle 275 are more pro¬ 
gressive at may be seen from their CVs since 
the Seventh Comnussion’s award. But it does 
not seem to lend niuch support in impniring 
its progressivity of the statutory transfers 
since, as noted already, their share in the 
PC’s awards is small—no more than (0 per 
cent or so at present—and has tended to 
come down over the years. NFCs recom¬ 
mendation for 1989-90 has raised the share 
of this component of devolution a little but 
again has undermined its progressivity by 
introducing considerations which do not 
help the poorer states. While the proportion 
of grants in the aggregate amount of devolu¬ 
tion recommended by the NFC has gone up 
to 10.1 per cent from 6.7 per cent under the 
Eighth Commission and 2.7 per cent under 
the Seventh, the CV of the grants compo¬ 
nent in the NFC’s first award shows a sharp 
decline to l.(tt against 1.20 in the Eighth 
PCs award and 1J6 under the Seventh (vide 
Ihble 6). As a rmult, the grants Ml to offset 


Table 6: Devolution of Taxes and Grants Under Finanl t Commission's Award 

(Its per capita per annum) 


(I) 

7th Finance 
Commission 

8th Finance 
Commission 

9ih Finance 
Commission 

Ihxes 

(2) 

Grants 

(3) 

Ihxes 

(4) 

Grants 

(3) 

Taxes 

(6) 

# 

<71 

Grants 

(8) 

AP 

54.29 

0.60 

8969 

4.61 

129.97 

128.09 

8.09 

ASM 

47.71 

1.66 

104.18 

29.62- 

154.90 

165.11 

60.74 

BIH 

59.41 

1.47 

99.'38 

5.33 

159.65 

175.98 

9.53 

GUJ 

54.38 

0.00 

70.76 

3.59 

97.94 

96.88 

3.33 

HAR 

43.85 

0.00 

56.05 

1.47 

83.06 

87.29 

16.82 

KTK 

52.10 

0.00 

78.88 

0.69 

120.24 

116.48 

3.36 

KER 

58.53 

0.28 

88.07 

2.05 

134.36 

145.87 

2.20 

MP 

56.70 

1.96 

92.09 

5.60 

140.36 

129.08 

6.91 

MAH 

52.71 

0.00 

72.12 

O.SO 

111.03 

76.14 

7.29 

ORS 

60.04 

10.78 

104.91 

23.38 

162.28 

162.04 

34.73 

PUN 

48.29 

0.00 

63.20 

3.62 

89.43 

93.90 

45.82 

RAJ 

49.26 

0.86 

74.37 

6.67 

127.71 

131.47 

17.03 

TN 

59A4 

0.96 

90.75 

0.81 

148.56 

149.15 

5.80 

UP 

55.71 

1.63 

91JS 

2.94 

148.53 

159.93 

8.47 

WB 

55.73 

0.74 

89.81 

20.10 

127.91 

114.05 

15.52 

Average 

54.01 

1.40 

84.41 

7.40 

129.06 

128.76 

16.37 

Std Dev 

4.44 

159 

14.10 

8.85 

24.06 

29.93 

16.69 

Coef Vw 

0.08 

1.86 

0.17 

1.20 

0.19 

0.23 

1.02 


Nour, # DeqfOies award under 8th PC’s formulae; 1 e. without poverty ratio as a criterion. 
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xveuhic iskptct of the poverty mtio 
'ieH^nton in the tax devolution formula and 
;^:CV of the per capita tfevolution (taking 
Jtahn and giants together) goes down, albeit 
dightly, and the coefficient of correlation of 
devolution with SDP per capita also shows 
nragicesive change from (-) 0.739 under the 
Bghtb commission's award to (-) 0.630. 

- .What appears to have undermind the 
progressive influence of giants in the 
aodutory transfer is the large amount given 
tof “ip^al problems". The practice of 
awaiding grants for broadly specified 
purposes is not new. In fact, the trend was 
set by the First FC itself. The principles 
enunciated by the First FC to govern the 
eligibility of a state to receive grant-in-aid 
and its quantum centred mainly around 
"fiscai ncd” assessed in the light of factors 
Uhe tax eflOrt and economy in expenditure, 
need to equalise standards of basic servicm, 
meet special burdens of national concern, 
etc. The NFC has avowedly gone by these 
princi|des and recommended grants-in-aid 
not to flll the budgetary gaps of the sutes, 
but to meet their fiscal needs as represented 
by the difference between normativdy deter- 
itined revenue receipu and non-plan expen- 
dituiei Also, “in keeping with enunciated 
principles”, the NFC has recommended 
grants-in-aid “to raise standards of social 
services, to help the states to meet special 
burdens and obligations of lutional concern 
and to importance in the national interest 
in less advanced states". 

Oa a plain reading of the article (Article 
27S) which authorises FC to make recom- 
dwndation for grants-in-aid, the principles 
fVolved to govern the grants-in-aid seem 
miaiceptionable: However, the basic inten¬ 
tion underlying this provision clearly is to 
enable the centre to give grants to the state 
in aid of revenue after an objective deter¬ 
mination of the gap between revenue and 
expenditure on a normative basis and not 
their actual revenue gaps. One would expect 
that a normative assessment of fiscal needs' 
would take into account revenue deficiency 
and cost disabilities of the states. There can* 
still be a case for special gnnu to meet 
spedflc problems whkh are not reflected on 
normative projection of expenditures or as 
some states (like Bihar) have urged for giving 
a higher revenue surplus to the poorer states 
or for capital expenditure for uMndation 
of basic public services. But extreme care is 
needed to eiuure that this route does not 
open up wide sctqie for subjective judgment ^ 
as otherwise the role of the norms is severely 
eroded. The way the grants for special 
problems have been recommended ^ the 
NFC in its report seems to lend credence to 
this apprehension. , 

In a total of Rs 1877 ctore awarded by the 
NFC under non-plan grants, as much as 
Rs SS2 crore are rm account of “special 
problems". Among the greatest beneficiaries 
of this grant are iKbst Bengal, Punjab, 
Haryana and Maharashtra—all hiih income 
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category states. Among the hnv ineome 
group only Uttar Pradesh has lecdved a 
comparable amount. Now, it will be gnmted 
that the problems for which the grants have 
been given are of national concern. But how 
could the commission make any judgment 
about the amounts needed to meet them 
within the short span it has bad to examine 
them? It can legitimateiy be ashed how could 
it coiMlude; even before visiting all the sutei 
that the others do not have problems of 
equal national importance? If Qdcutta's and 
Bombay’s slums require special attention 
what about the slums and dvic conditions 
of Ahmedabad, Kanpur and Madras? It 
needs to be emphasised that this sort of 
grant constitutes a negation of ai^ nor¬ 
mative approach and undermines faith in the 
commission’s objectivity. The sharp drop 
noticeable in the progressivity of the grants 
component in the NFCs is attributable 
largely to the regressive character of the 
grants for “special problems’’. 

Grants for the revenue component of the 
plan by contrast, seem to be more even- 
handed. The CV is quite large and the cor¬ 
relation coeffident negative (though of a 
lelativdy small order, vide Thble 8). This part 
of recommendation has not been accepted 
and therefore may be left out for the present. 


Table 7A: RsLATtvg Stiuiaa opMm^ MTax 
OEyOUn-ION UNDEX ALTmATIVE CMTEEIA 

fltrctnt/ 



lATP 

Poverty 

Ratio 

Andhra Pradesh 

7.43 

7.39 

Arunachal Pradesh 

0.07 

0.03 

Assam 

2.71 

144 

Bihar 

14.91 

13.32 

Goa 

0.07 

0.44 

Gujarat 

3.13 

344 

Haryana 

1.16 

0.80 

Himachal Pradesh 

0.36 

043 

Jammu and Kashmir 

0.71 

a)8 

Kanuitaka 

4.77 

3.09 

Kerala 

3.63 

2.63 

Madhya Pradesh 

8.47 

9.43 

Maharashtra 

3.61 

8.38 

Manipur 

0.21 

0.07 

Meghalaya 

0.20 

0.13 

Mizoram 

0.07 

0.18 

Nagaland 

0.07 

0.07 

Orissa 

4.33 

4.37 

Punjab 

1.28 

0.90 

Rajasthan 

4.99 

447 

Sikkim 

0.03 

0.18 

Ihmil Nadu 

7.46 

7.41 

THpure 

0.30 

0.19 

Uttar Pradesh 

20.61 

19.63 

West Bengal 

7.15 

8.33 

All states 

100.00 

100.00 


Tabi.e 7; Devolution of Income Tax and U nion Excise Dutie.s under Alternative Criteria 

(lATP v Poverty Ratio) cron) 


(1) 

Under 

lATP* 

Criteria 

(2) 

According to 
Proportion of 
Population 
Below Poverty 
Line 
(3) 

Gain (-«■)/ 
Loss (- ) 
icol3-col2] 

(4) 

Andhra Pradesh 

87.28 

89.16 

( + )1.88 

AruiMchal Pradesh 

0.82 

0.59 

(-)0.23 

Assam 

31.84 

21.62 

(-)1041 

Bihar 

175.16 

158.83 

(-)16.33 

Goa 

0.82 

5.17 

4.33 

Gujarat 

37.00 

38.06 

1.06 

Haryana 

13.63 

9.40 

(-H43 

Himachal Pradesh 

6.38 

2.70 

(-)3.88 

Jammu and Kashmir 

8.34 

4.46 

(-)3.88 

Karnataka 

36.03 

59.79 

3.76 

Kerala 

42.64 

31.13 

(-)ILSI 

Madhya Pradesh 

99.30 

110.78 

1148 

Maharashtra 

63.90 

100.79 

3449 

Manipur 

2.47 

0.82 

(-)145 

Meghalaya 

2.33 

1.76 

(-)0J9 

Mizoram 

0.82 

2.11 

1.29 

Nagaland 

0.82 

0.82 


Orissa 

31.10 

31.34 

0.24 

Punjab 

13.04 

10.37 

• (-)4.47 

Rajasthan 

58.62 

54.86 

(-)3.76 

Sikkim 

0.33 

2.11 

1.76 

IkmilNadu 

87.64 

87.03 

(->0.59 

IHpura 

3.32 

243 

(-)1.29 

Uttar Pradesh 

242.00 

230.60 

(-)n.40 

West Bengal 

84.00 

97 J6 

13.86 


Notr. * Derived as follows; 

Iblal amount of allocable share of income tax and excise duty as given m cols t and 2 
of Ikble 9 in the NFCs First Report comes to Rs 9491 ^rore Ot thiA 124 per cm 
works out to Rs 1,1M.73 crore. This multiplied by the perecniages acermhag to lAJP. 
and poverty ratioe » per Ihble 7A gives the figures in cds 3 and 4 heie.‘ 
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T*i»E R iwavis in-aw n« revenue plan 
Per.Capita 


Si'stes 

Rs 

Andhra Pradesh 

17.78 

Assam 

S8.I8 

BHiar 

19.24 

Gujarai 

11.16 

Haryana 

8.40 

Kamauika 

13.60 

Kerala 

19.16 

Madhya Pradesh 

17.88 

Maharashtra 

11.94 

Orissa 

22.49 

Punjab 

S.20 

Rajasthan 

19.95 


the irmts can help. Can the NFC make a 
bcfiiming towards this? The real challenge 
for the NFC lies in this and not so much in 
the ingenuity it can bring ya bear in deviring 
the norms. After all. it does not stand to 
reason that within a federation one stare 
should have a revenue surplus per capita 
which is more than forty times that of 
another. It is time the richer states and the 
FCs recognised the urgency of doing some¬ 
thing about it if the federal set up of the 
country is to inspire confidence among the 
states where two-thirds of its population live. 

Notes 



-0.62 for the NFC’s award for 1909-90 is. > 
compared to - 0.74 far that of its picdeoesicjc . 
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for ochers. The Step up in the tax component 
of the devolution by the recent commissions 
clearly constituted a move in the opposite 
direction despite all sophistication in the tax 
devolution formula. The NFC has not raised 
;ihe share of the tax component in the total 
but it has not reduced it to any significant 
atent either. Will it or can it breakaway from 
the practice of routing almost 90 per cent 
of the statutory tiansers through tax 
devolution? 

The task will not be easy. For there is a 
strong ptcHuie for stepping up the tax com¬ 
ponent in the statutory tratufen since it 
enahki the states to partake of the bnoymicy 
indNKwenueandaffotdssmeasuRofiniu- 
lation against inflation. The gicalcst obuacte 
to any move towards greater equity in the 
devbludon of federal hinds by i«du^ the 
tax component Is the opposition of rfaher 
icaca w theone hand aud the risk of greater 
Sabjeedvfty m the other. However, a totally 
dlttecot mmroodi in the tta devolution 
:fiiimida cobfoiiied with a 
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Is the Indian fffess geared to preserve the stains quo which 
is heavily weighted in favour of the "haves" against the 
“have-nots”? 

A bold, exploratory venture in analysing the relationship 
between the |»ess and politcal consciousness, in the con¬ 
text of Kerala. 

The study gives a cogent account of the development pf 
Indian press, and contains useful data on ownership, 
control and circulation. 
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A Case Study of Pavement Dwellers in Calcutta 

Occupation, Mobility and Rural-Urban Linkages 

N Vijay Jagannathaii 
Animesh Haider 

TMs is a study cf occupational pottems and mobiUty among pamnentdweUers In Ctdadta. It nveab the existence 
Sif several segmented markets in the city’s informal sector. The segments are not necessarily impermeable but 
' ustially access is dependent on contacts, and acceptability by dominant groups controlling access routes. While 
the data revea(s a steady inflow of the rural poor fiom eastern Indie their destinations are weU d^ned, and 
are usually based on bformation obtained from relations and kinsmen of the viUege. An average income of around 
RsHO-lOOper weekcan be aimed by a physically strong villas youth prepared to lift heavy loads in thecongested 
wholesale commodities markets in the city, or tranship passengers across short distances in rickshaws. Contacts, 
kinship ties, caste and communal factors can ease access to these earning opportunities. For the pf^skally weak 
and under-nourished the opportunities are relatively fewer, but even then, substatUkd. 


THIS paper is the second of three articles 
Ohe first article was published in the issue 
otJuae 4,1988) expiring the economic con- 
didoos of pavement dwellers in Calcutta dty. 
Data to the study was collected on a sample 
basb covering 3,200 respondents, or approx- 
iaia^y 12 per cent of the city's pavement 
dweller population in 1987 by the Calcutta 
Metropolitan Development Authority.' 

The paper is divided into four sections. 
The first section describes the occupational 
4^bution of pavement dwellers, and com¬ 
peres this with the results of an earlier study 
hi 1976 conducted by the Indian Statistical 
Inttitutc^ Calcutta. The second section 
analyses occupational intdiility among pave¬ 
ment dwellers, and the third section do- 
cribes the nature of rural-urban linkages for 
Ito segment of the urban poor. Conclusions 
'an presented in section four. 

I 

Orcupedonal Pattern 

Data for 3,200 respondents have been 
tabula t ed, and the results are compared with 
ow 2 per cent sample of November 1987, 
as well as the results of a similar survey 
eonducted in 1976 by the Indian Statistic^ 
htnitute (ISl), Calcutta.^ In order to ensure 
oomparability we had used a questionnaire 
vary similar to the ISI design of that year. 

As discussed in the earlier paper, pave¬ 
ment dwellers are found to be empio* ed in 
over thirty vocations of the tertiary sector 
ta the city. A vast nuOority earn a lirelihood 
through physical labour, although income 
levtis differ across and within occupational 
categories. For analytical convenience we 
IMM divided occupations into "mainstream” 
ihtomal sector, where average weekly in- 
eome ranges between Rs 80 and Rs 110 (on 
adaily living basis) and a "maiginid” into- 
nud sector, in which average earnings are 
ilibstantially lower. The latter group of voca¬ 
tions consists of ragpickers, paperpickers 
beggars, coal pickers, cowdung makm and 
the poorest segment of domt^c servants. 
Most of there occupations reflect the lack 
jof earning opportunities, and MghUght the 
Isodally deriding aspects of urban poverty 
These vocations are a confirmmiott of ^ 
fbet that obsolnte poverty continues to be 


a serious problem in many parts of the 
country. 

Ihble 1 compares the maior occupational 
groufM of the sample population of 3,200 
respondents with the findings of the ISi 
estimate of 1976, and our earlier estimates 
based on a 2 per cent sample sire last yeu. 

The number of vocadons have been 
reduced ia order to ensure comparability 
with the 1976 survey. On analysi^ a// the 
schedules we found the foUoudng features 
emerging, compared to the earlier estimate 
based on a 2 per cent sample: 

(a) The share of the tranqrort sector 
(handcart pullers, headlood carriers and 
rickshaw pullers) came down conudeiably 
when the sample tire bad been increased. 

(b) The share of the mari^nal sector, and 
other vocations (notably daily casual 
labourers and shop asustants) showed 
corresponding increases. 

(c) Income levds, as observed in the earlier 
paper, continued to exhibit large variations 
around the vocational avengci The increase 
in sample sire did not mrprcdably alter 
the average incomes for the occupadonal 
categories. 

A comparison with the 1976 study also 
reveals notable differences; irotably in the 
rdative shares of the marginal sector and the 
innsptnt sector: The reason for this was that 
the ISI study coveted tespondenu not ordy 
living on pavements, but ^so squatters along 
catud banks and other public piaoes. The 
lattre group had some rudimentary shelter 
(usually snudl shades constructed ftm mud, 
bamboa tins, waste building materials etc). 
Unlike pavenient dwdlers these persons have 
a semblance of a permanent place of 
rcadence (oldiough UlqaD; and cosaequemly 
are able to gain access to a wider range of 
personalised service activitto, notably 
dometde service (maid servants, cooks, ete). 
As a result, the 1976 categorisation of 
domestic servantt induded individuals who 
were aUe to secure earning opportunities 
both in the mainstream a^ the marginal 
informal sector. Tire indusion of these not 
strictly s h a l teri e s s persons redneed the 
refallve sham of porters, rickshaw poBan 
and handcast puB^ to vriioABvingondw 
pasemept il vhally ncceyary In oidei to 
epsiuc access to thdr catidng oppmwtdiy. 


The brood condusion that emerges from 
Ihble 1 is that close to a quarter of Cukuna’s 
33,000 pavement dwellers eke out a living 
fnmi sodaliy marginai vocations. There hat 
not been much of a change in this propor¬ 
tion between 1976 and to^. The remain¬ 
ing three quarters are engaged in a variety 
of vocations, mostly involving manual 
labour. The share of service-rdated self- 
employed vocations (teashop keepers, 
hawkers, etc) has perhaps r^ister^ a 
marginal increase in the period. 

Income Analysis 

Among each of the occupational 
categories, as Ihbie 2 indicates, we have 
obsemd wide variations in income levels. 
The variations in income levels are sutomi- 
tial in all groups. However, three iqaior 
categories vpear to be relevant from the 
table: The flM, consisting of marginal voca¬ 
tions, exhibit coefficients of variation 
oiceeding 73 per cent, indicating a very wide 
disperstoi in weekly earnings. Wc have 
found that because in many cases whole 
familiet of these respondents partidpate in 
earniipi Income (notably among ragpickers), 
a wide range of household incomes IS obser¬ 
vable: For instance a ragpicker with access 
to the garbage vat outsto a luxury hotel or 
a fashiondiTe residential compto can be 
apected to earn much more tl^ another 
person who has to be content with the pick¬ 
ings from a depressed neighbourhood. The 

Table I: Occumtional Disteibution of 
Caijcutta Pavement Dwellees 


(fltnmtege) 



1976 

(1) 

1987 

(2) 

1987 

(3) 

iransport 

21.9 

43.8 

30 

Servtorelated 

9.0 

14.1 

13 

Other mainstream 




vocations 

33.6 

28.7 

33 

Domestic servants 

11.8 

3.2 

S 

Ragpidwn and 




beggars 

21.7 

102 

17 

Sample sixe 

123.2 

36.8 

32 


Note. Cohunn (3) includes the sample of 
Colunm (2).* 
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EcoaeujfseniVcmtiiYimi, 



top d«cil» of Mipicmft «wi (wrn 

incofiid coitaparablt wltfi 'mainstrei^ 
vocitioin. 

The second category with cocfricicnu of 
variation over SO per cent cover the non- 
tiantpon sector. In the transport sector 
where physical strength is essential, the voef- 
ncients of variation appear to be the least. 

vk can draw the inference from Table 2 
that the average income for vocations among 
‘pavement dwellers is not an adequate 
statistical measure because of the wide 
dispersion around the average. While 
economic conditions of the last decile of any 
of the occupational group is as bad as those 
in the marginal sector, the economic condi¬ 
tion of the top strata of the marginal sector 
is comparable with mainstream income 
levels. 

This point brings out an important ele¬ 
ment in urban poverty: Apart from the 
marginal sector, a sizeable population of 
marginalised individuals and families exist 
in mainstream vocations earning per capita 
monthly incomes below Rs 120 per month. 
The absolute poor are thus found in voca¬ 
tions having (a) low and unreliable incomes 
in mainstream vocations and (b) in the 
marginal sector, in socially degrading 
livelihood. 

Tabi.f. 2: Incomes or OiFi-'tHENr 
OcmPAiioNAi Cateooi^ie S or 
PAVtMFNT Dwi irCKS 


(f^rcentage) 



Average 
Income 
(Rs per 
Wtek) 

Coefficient 

of 

\Ariaiion 
(Per cent) 

Handcart pullers 

98 

33 

Rickshaw pullers 

79 

41 

Porters 

96 

35 

Service-related 



(hawkers, etc) 

75 

51 

Helpers 

80 

65 

Daily casual labourers 

84 

49 

Domestic servants 

50 

90 

Ragpickers 

67 

124 

Beggars 

30 

79 


Table 3: Voc ational MoBiLrrv or 
Pavement Dwfi t ers 


To/ 

From 

Main¬ 

stream 

Marginal 

Ibial 

Mainstream 

0.52 

0.13 

0.65 

Marginal 

Agricultural 


0.06 

0.06 

labourers 

0.25 

0.04 

0.29 

Total 

0.77 

0.23 

1.00 


Table 4: Respondents Who Were 
P aEVtousLv Agricultural Labourers 


Receiving Sector (Percent) 


Tkanspoft 

48 

Daily casual labour 

29 

Scridce-iflated (Hawkers, 


Sweepfol ew) . 

31 

Shop asrikanis' 

4p 

Maijfout vocations 

16 


Our finding, whidt has been deveiopedJn 
a subseguent paper, has been'that while the 
poornt of the poor are from both the 
marginal and mainstream sectors, in general 
one can say that vwy poor pavement 
dwllers consist of the following: 

(i) ,Marginalised families from all main¬ 
stream vocations. 

(ii) 'Single individuals consisting mainly of 
beggars and domestic servants. 

II 

Inter-Vocational Mobility 

Data of 3,200 respondents has enabled an 
analysis of inter-vocational mobility among 
these persons. Ikble 3 summarise our fin¬ 
dings of the study. The rows, represent 
previous vocations of the respondents, and 
the columns current vocations. Each entry 
in the matrix indicates the relative frequency 
of movement in the sample population. 

From rural areas of West Bengal, Bihar. 
Uttar nvdesh and Orissa steady migration 
tal»s place of agricultural labourers and 
small/marginal cultivator households. The 
third row indicates the share of agricultural 
labourers who never owned any land in the 
vilia^ Small and marginal farmer families 
owning fragmented land have been included 
in the mainstream category because the 
schedules did not pomit us to draw a more 
detailed inference. Our estimate is that 
around 40 per cent of respondents consisted- 
of families maintaining close ties with their 
rural homes. The ties consisted of sending 
remittances regularly, or vidts home at least, 
once every year. A majority of such persons 
are from small/marginal cultivator families, 
and many agricultural labourer families. The 
remaining 60 per cent consisted of the 
following categoteis: 

(a) Rural-urban migrants (usually landless 
from Wret Bengal districts) who turn moved 
to the dty with families. 

(b) Respondents born and bred on Calcutta 
pavements, earning livdihood in one of the 
many vocations. 

(c) An older segment of destitutes earning 
bardy survival incomes (less than Rs 100 per 
montii per capita). 

A detailed analysis of Ihble 3 indicates 
that mobility between vocations is limited, 
except for the sizeable segment of entrants 
from the rural hinterland. These individuals 
come to the city either to replace a kinsman 
in a vocation (notably among luutdcart 
pullers and porters), or join a vocation on 
the basis of contacts in the city. Their influx 
follows a well-defined route, and makes a 
sizeable proportion of mainstream voca¬ 
tional populations. 

If the mvants with land in the village are 
included, tte estimate of the rural migrant- 
domianoe increases to over 70 per cent for 
the tranqwrt sector, and over 30 per oeiu for 
other nuinstream vocations. The only excep¬ 
tions were dally casual labour, arid shop 
assistants, where a majority of respondents 
were from urban poor hoofehoids (usually 
wiUi the. same vocations). 

In the Uaiginat vocations foe proportion 
of agricidtural labourers and small farmer 
famines' was less than 20 per cent. A. 


majority of respondents had drifted in after, 
losing earning opportunities in the-mafo- 
stream sector. The incidence of dmly 
casual labour becoming beggars was the 
highest (about 16 per cenr of the beggar 
population).'* 

If vocations are ranked according to 
average income levels, mobility between the 
sectors appears to be in downward direc¬ 
tion. From the highest income transport 
sector there is virtually do movement to the 
marginal sector because of the strong rural- 
urban linkages. A porter or a handcart puller 
is likely to return to his village on physical 
incapacitation. However, we did find several 
instances of individuals, particularly among 
porters and rickshaw pullers who earned less 
than Rs 40 per week in their existing 
vocation. 

Among daily casual labourers there was 
a segment that moved into begging, parti¬ 
cularly afeer 40 years of ag& We did not find 
instances of respondents in the marginal sec¬ 
tor, or children belonging to maigjinal sector 
families moving to the mainstream vocatioiu 
as the latter was only open to individuals 
with access to earning opportunities. When 
an individual slides into one of the marginal 
vocations the vicious cycle of poverfy; 
malnutrition and human degradation rein¬ 
force upon each other to create a permanent 
poverty trap for the individual and his or her 
family.’ 

Ill 

Rural-Urbao Linkagea 

The previous scions have suggested that 
among pavement dwellers of Calcutta a 
substantia] segment maintain links with thdr 
rural homes. The largest single group of 
migrants are from the surrounding areas of 
24 Parganas South district. After that, 
sizeable populations are from north Bihar 
districts, south Bihar districts, other West 
Bengal districts, Orissa, eastern Uttar 
Pradesh and other states. We had respon¬ 
dents from even as for away as Ihmil Nadu 
and Gujarat. 

Although available data precludes a com¬ 
prehensive analysis, it is quite appamit that 
migration is mairdy from overpopulated 
regioiis of eastern Infos with low agricultural 
productivity but not necessarily the poorest 
regions. The incidence of pavement dwdlen 
from the scheduled tribe belt of foe 
Chotanagpur plateau was virthally nil. The 
pattern of migration was actually directly 
linked with the social network connecting 
villages with speciHc opportunities in the 
city. 

Remittances were analysed in relation to 
three sets of variables; 

(a) Length of stay in the cities. 

(b) Earning rqrportunities in cities. 

(c) Age of respondents. 

Our riudy has indicated that wide variations 
are observfoile with all three variabkiB, as vrin 
be discussed next. 

Remittances and Duration of Stay 

Most pavement dwellers in Cakuda renb- 
ting money home have stayed on the 



pRvemcnu for cbn«<kni»le teftgihs.of time.. 
tn lM)le 5 migranu remitting inoney to their 
village have been divided into two categories; 
ihoM who have ttayed on the pavements for 
ten years or less, and those who have lived 
on the pavements for more than ten years. 
The second and fourth columns indicate that 
just as for the occupational categories there 
is a wide range of variation in remittances. 
The other important point that emerges is 
that there is no significant correlation bet¬ 
ween the length of stay of a migrant and the 
amount remitted. We have had instances of 
a twenty-year-old migrant remitting Rs 200 
a month home, and a 60-year-old migrant 
remitting the same amount. Similarly the 
amounts remitted also indicate wide varia¬ 
tion from Rs 3,000 to Rs SO per annum. 

remittances and Occupations 

. Data ihdicate that remittences take place 
horn all Vocational categories, although the 
maximum amounts in overall terms are the 
ttansporf and service-related sectors, which 
together account as the bulk raving 
sectors of the rural-urban migrants. Ihble 6 
shows the averages for four meior receiving 
sectors, although once again we must include 
the caveat that a wide dispersion around the 
averages were observed. 10 eliminate the 
effects of a few. very large remittances, only 
respondent remitting less than Rs 200 per 
month were considered. 

The broad inferences that can be drawn 
ate: 

(a) The average age is tower for porters 
at a group. This Is the vocation that requites 
peak ph^ical fitness of the respondent. 
Beyond 40 years of age we observed a rapid 
decline in remittance in this vocation. 

(h) Handcart pullers were on an average 
o]6et, but cxhiWted a greater evenness in 
earnings beyond 40 years. This was because 
handcarts require the services of two or more 
persons, and very often through work¬ 
sharing arrangements, the older individual 
can continue to remain active for several 
years. 

(c) Service-related vocations, notably 
hawkers and street vendors involved lest of 
physical labour, mid therefore could provide 


emplajrmnland Ueady racdmeettn beyond 
40 years. 

remittances and Aue 

It was not possible to draw any firm 
stati.tticai conclusion on the Knka^ bet¬ 
ween income and age of workers because of 
one important factor. As discussed earlier, 
social networks play a very important role 
in creating access lo jobs and earning op¬ 
portunities in a city. We came across 
instances of 20-year’Old handcart pullers 
remitting around Rs 300 per momh. Usually 
such persons have taken over the work of 
a fatlw, uncle or kinsmen. There were other 
examples of a sixty-year-old labour remit¬ 
ting Rs 200 per month, although with the 
assistance of a younger family member.* 

Similar variations were observed in remit¬ 
tance patterns across districts of the coun¬ 
try. Migranu from the suriaunding districts 
of West ^gal and ffihar exhibited wide 
variations in remittances, and vocations. In 
general however, migrants from marginal 
vocations remitted much smaller amounts. 
Instances of pavement dweller families 
remitting to villages were very few in the 
sample. Remittances were' usually made 
through the postal system, although ir¬ 
regular senders prefen^ to take the money 
with them during annual virits-home; 

The pattern of remittance it ultimately 
subject to individual micro-economic ded- 
tions. While the pavement dweller is greatly 
influenced by the family needs in his village 
in deciding his savings rate; the dty life and 
the consumerism it breeds oouU increase the 
marginal propensity to consume. Addictive 
hiMts such as tob^o^ liquor and movies 
get reinforced very oftm. 

Individual valuations on self-retpM are 
another set of fleton that play a significant 
role. We have come acrou seven, who prefer 
to cut dty costs to the minimum by living 
off hotel wastes. There are others who prefer 
eating in a hotd or cooking themsdves to 
eating off the streets. Some persons in hard 
manual jobs mainlaln high protein dieu with 
foodstuffs like Sattu (a future of gnm, 
maize and pulses) despite their higher costs. 
These differing consumption and savings 


Tabu- 5: Remittancf CHARACtExiSTics of Pavement Dwellers 


Stay in the City: 10 years 10 years 




Coeffleient 


Coeffkient 



of Wriaiion 


of Vkriation 



(Per Cent) 


(Per Cent) 

Age lyears) 

31 

31 

34 

27 

Remittance (Rs) 

Averaged daily wage in the 

1088 

101 

1178 

Ktt 

dty (Rs) 

I4.S 

10 

14.4 

10 

Duration of stay (years) 

2.9 

5.0 

21 

38 


TaBIL 6: Vqi’ATION-REMITTANCE LlNKACES OF MIORANTWOMCERS 


Vocation 

Average Age 

Average Duration of Average Remittance 


(Wars) 

Stay in City (Wan) 

Per Annum (Rs) 

Hindcart puller 

Rkgshaw puller 

35 

35 

13 

13 

842 

694 


32 

13 

891 

S«tytae.related 

39 

19 

•92 


paiterm ciR Bddss iheoM gfdw^ hge 
groups and districts of ongin. 

An appreciation, of remitunce piuterns 
and consumer behaviow among pavenrent 
dwellcn requires (a) detailed tracer studies 
to the villages of origin, (h) evaluation of 
social networks, and (c) assessment of the 
physiological status of each individud 
migrant. Our survey has only shown hm- 
complex economic relations are in the urban 
informal sector. 


IV 

Ctmcluaion 

The study of occupational patterns and 
mobility among pavement dwellers in 
Calcutta reveals the existence of several seg¬ 
ment markets in the dty‘f informal sector. 
The segments are not necessarily imper¬ 
meable, but usually access is dependent on 
contact, and acceptability by dominant 
groups controlling access routes. 

While data rev^ a steady inflow of the 
rural poor from eastern India, their destina¬ 
tions are wril-defined, and are usually based 
on information obtained from relations and 
kinsmen of the village. Prontum on earn¬ 
ings can be earned ^ a physically strong 
village youth prepared to lift heavy loads in 
the congested wholesale commodities 
markets in the dty, or trans-ship passengers 
across short distances in rickshaws. Con¬ 
tacts, kinship ties, caste and communal 
factors can ease access to these earning 
opportunities. 

F6r the physically weak and under¬ 
nourished the opportunities are relatively 
fewer, but even then, substential. Shop 
assistants, daily casual labourers, street ped¬ 
dlers and mendicants do earn income ImU 
higher then in their villages, and many are 
dite to remit hioney horn 

As long as health is reasonably good the 
paveraenu offer itt dwdkrs an exciting 
wwm’s eyeview of the glitter aiul opulence 
of the maropolis. Horeno; when age bagiiu 
to creep up and the musdet weaken bare 
choices are presented: either return to the 
villafs of or^n, w else Join the marginalis¬ 
ed gniqi in that vocation. Fineny; when the 
earning capabilities drop bdow Rs 100 per 
month stark destitution forces the person or 
fendly iiRo the most marginal vocation- 
begging. 


Notes 

1 This indudet the reqxmdents and tbdt 
feffiilies. Detailed statistical taUes will be 
avatlahle ‘ la Aeveaieaf DunUtn ai 
Cakittta—IM? published by CidcutM 
Matropoittaa 'Oevel^resent Authority 
(fftftbcoBiim)i 

2 N V|jRy lagaBoaitian, Auimesh Haklei; 

Tim iRiie Ihaisliii I liika^ h Cssii *t(jwlji i>f 
nwsoMBt DwaDen in CakuRti'. EamoaOe 
md Pa^ka! Jma 4, I9gg: The 

ladfaus SHtistied bMitiite ataitr was eea- 
ductad ill I9K antidtd ‘Oilcatla WtSi 
A Sodo-Bconoasic SUmf at fmmam 
Dwsllart*. A)te sie Wlagaaiisthsn. iiiw 
AfMMf iitlHUllM kk JMlbtfteff OMMMfc' 
'Oafeni UaiveniqrPiMti Mew.lbit'tfiiT), 



plipcr. Mncomt'Hotttms iinkat(«i‘. cit. 

4 b wu intmstii^ to find Uwt very frw 
rtipiclMn bclontcd to the poorest of the 
yrbin poor. 

5 Futrily ehnncteristics and abwluie povcri) 
•ledisdisMd in the iliiid paper (forthcominf 
in Ecommk and MMcat Weekly). ‘A Cbm 
Study of'pavement Dwellers of Calcutu-^ 
FunUy Characteristics of the Urban Poor’. 

d The only a^e group for which any mean¬ 
ingful statistical reiaiioiiship between lemit- 

DISCUSSION 


tance, dumion of stay Uv the liity tDUbh 
age could be csudsUthed was for rcspontents 
over 4(1 years. Using the iogarthmic form the 
res‘-‘.vs were; 

REMIT = 12.9 - 2.|g age + 0.58 DUR 
(1.81) (2.40) 

R^ = 0.44 (t statistics in 
parenthesis) 

For other age groups—20 to 29 years and 30 
to 39 years—muhiple regressions did not lead 
to statistically significant results. 


Good’ MPLA vs ‘Evil’ UNITA? 

Yaah Tandon 


(N the otherwise scholarly and well informed 
articie by M R Bhagavan (‘Angola: Survival 
Strategies for a Socialist State', August 6) 
thete are two what we would regard as very 
serious flaws—one is an analytical flaw, and 
the other, linked with it and to some extent 
stemming from the first one, a political/ 
ideological flaw. 

(1) At the analytical levtd, if Bhagavan set 
himself the task of analysing the class 
character and ideology of the ruling MPLA 
party, then he should have done the same 
for what he describes as thU ‘rebel’ party, 
namely the UNITA. Just because UNITA’s 
leadeiship had some time in the past decided 
to solicit South African help (and continues 
to get this help) does not excuse Bhagavan 
from not tdling us something about the class 
character of UNITA. 

(2) At the poHtical/ideological level, 
Bhagavan should have at least examined the 
merits of the argument that, instead of seek¬ 
ing a militarist solution to the civil war now 
waging in the country for the last 13 years 
(ever since independence, that is) MPLA 
shoidd seek some kind of political accom¬ 
modation with UNITA. 

As for the class basis of the MPLA, 
Bhagavan gives us some idea by analysing 
the institutions and structures of the party 
and how its monbers are recruited. Indi- 
catively, he looks at the class compmition 
of the ‘province assemblies'. Borrowing his 
data from Wolfers and Betgerol, he says that 
‘The social (class) breakdown of the provinoe 
assemblies was 40 per cent workers, 30 per 
cent peasants, and 10 per cent eadi for 
the three other groups—combatants and 
security workers, worim instate machinery 
and inttllectuals” (p 1634). 

Leaving aside the fact (hat this is a most 
unscientific way of carrying out class 
analysis (why, for example, are Security 
workers' and ‘workers in state machinery' 
treated as distinct classes from the general 
category of workers? Als<\ the percentage 
describe as ‘workers* seems to be inor¬ 
dinately high* given that at another place in 
*tbe article Btagdvan says that the working 
class fo Angola is. "less than two per cent 
of the lp«U Usbour forctf), the ptdnt to that 
it ts appnfoiited that some kind of dast 


analysis should have been offered to us in 
respect of at least the ruling party. Why, and 
that is the point, was the same exercise not 
carried out in respect of the party in opposi¬ 
tion, namely UNITA? Is it because the 
answer would have been, and I claim to no 
special knowledge on Angola, that, in fact, 
in terms of class (social) base, both the 
UNITA and the MPLA are rially quite 
identical—with may be up to 90 per cent of 
the social base comprising the peasantry (in 
the broad sense of the term), albeit a peasan¬ 
try drawn from diffetent geographic areas 
of Angola? 

What to it, if it is not the social base, that 
differentiates MPLA from UNITA? Perhaps 
it is the ideology of MPLA. What is this 
ideology? Bhagavan tells us that until 
December 10,1977 the MPLA was a “broad- 
based movement’*. On that day the party 
“decided to change itself into a Workers’ 
Party (Partido T>«balbo) with an explicit 
Marxist-Leninisi ideology” (p 1633) 
Here too we would have urged caution tc 
Bhagavan. A self-description, especially ont 
which is achieved with the stroke of a pen 
is hardly an adequate basis for understan¬ 
ding the ideological character of any 
political party. 

Bhagavan treats the ‘socialist* character 
of the ruling party as axiomatic, based on 
no mote than the party’s self-declaration. 
Not tnm Bhagavan might say. He would 
remind us that he has a whole section on 
what he sub-titles as "Radical Change in 
Production Relations” to show that MPLA 
means business when it taljks about 
socialism. But let us examine the contents 
of this section. What we read here to that 
the sute has nationalised banks, insurance 
companies, internal transportation and 
distribution network, and foreign trade as 
well as all those enterprises (agricultural, 
mining, industrial and trading) which were 
abandoned by their former Portuguese 
owners who fled the country en masse after 
1973. However, Bhagavan makes no attempt 
to analyse whether these nationalisations <hd 
or did not put the control over these enter¬ 
prises in die hands of the people of Angola. 
He should’ know better, for. be was in 
'Bmaania shortly after Nyerere had similarly 




'natUnvtiiltvcd' \Vi< 'commwdimg ,> ■ 

bvigluo* ut the ccunumy, and Vie -diouVii 
know that theve 'iiatufiialisations' did not 
bring about, to uve his phrusv, a “rad'ical 
ehuiigv in production relations" (something, 
incidentally, that Nyerere had himself to ad¬ 
mit later in a famous speech he made at the 
Ibadan University in 1977). 

Significantly, however, Bhagavan goes on 
to say; 

It I.S imporunt to note that non-Portuguese 
loreign capital was not touched by these 
nationalisation measures, but was allowed to 
continue its existence as before (p 1634). 
And later still; 

In July 1979. the Angolan state promulgated 
a law on foreign investment in Angola, whidi 
sets out the general terms and conditions on 
such investment. Very attractive terms are 
being offered to foreign investors: (1) In 
general no nationalisation for the next 10 to 
IS years..(2) IVansfer abroad of profiu - 
up to 25 per cent of the capital invest^;... 

And further still, while explaining itfo 
reasons why the state was having difflcultv 
"reactivaiing (the) productive forces” 
Bhagavan says: 

The real reason for the failure lies in the lui' 
willingness of workers, managers and sttfg 
officials to work productively for even the: 
statutory minimum hours, to accept and 
execute their work responsibilities towitda 
society, and, not least, the ibability of the 
work leaders, managers and state oflidabtp 
vrork to preconceived and collectively agreed 
plans, and their unwillingness to learn ftooi 
foreign technicians and ‘co-operants' 
(p 16331 

These fhets, presented by Bhagavan hitnsdf, 
should have at least cautioned him before. 
too readily accepting the 'Marxtot-Leninitt* 
credentials of the ruling party. In the post¬ 
independence African comext, we have to 
seriously look imo what it means for a party 
that comes into power on the platform of 
‘socialism’ or even ‘Marxism-Leninism*. 
There are several aspects of post-indepen¬ 
dence Africa that should caution us againre 
too iuoty an acceptance of the sociaUit Rtf- 
descriptions of such ruling parties. One of 
these is that there are many minority com¬ 
munities in Africa, entrapp^ within the 
tifleial boundariet created by the cokmial' 
powers, which are still struggling for some 
kind of ‘natiomd’ identity. Often thow In 
power* are as much ethnically based as thoee 
struggling minorities *in opposition’ whose 
.rights to self-detcrmiruuion and/or to 
democracy are denied by those in power. The 
left rhetoric of those in power (Etbioida, 
Somalia, Sudan and Ugan^ to mention the 
few I know reasonably well) often confuses 
outside observers as to the true nature of the 
struggles being waged in these countriet. 
There are two aspects of the struggle that 
we must oonmintly bear in mind. OiM aRwtg. 
of it to irkteed the struggle waged against .im¬ 
perialist domination, but another aspect of 
it to a struggle for democracy and self- 
determination on the pan of maiqr com¬ 
munities who are not satisfied with Ur 
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pouiKM iffraggenKnis mat weietmiea tor 
handed over) ai independence. Whatever the 
merits of the case for seif-deterinmation and 
the right to participaiory democrao' on the 
part of these communities, they cannot be 
dismissed as simply acts of 'r^llion'. 

In the case of Angola, judging even by 
Bhagavan^s analysis, it is dear that no effort 
ts made by the ruling party to struggle 
gainst imperialism. If anything, the 
economic control of finance capital over the 
economy as inherited is left very much 
intact, and indeed, new conditions are 
created for rinance capital to come and 
invest with even more generous terms. So 
what kind of battle is the MPLA righting, 
ydw is getting killed in the process, and to 
■What end? 

. Bhagavan says that the “real mason” for 
the failute to revive industrial production is 
^he unwillingness of the workers (among 
odiers)... to accept and execute their work 
;retpoi^bilities towards society..Could it 
tvM have something to do with the fact that 
. the country has been at war for the last 13 
yean (ever since it got its independence), 
indeed for the last 27 years (if you include 
; dW straggle against the Bartuguese) and that 
; the people are tired? Bhagavan himself ad- 
;iidta that the effects of this war have been 
ttoastrous. Referring to one of the most fer¬ 
tile areas of Angola, the provinces of 
. fiiiambo and Bie, he says: 

Since 1981, a laige part of this subsistence 
peasantry hasnot bm able to feed itsdf, let 
‘. dtone fera the urban population, prindpdiy 
hecaose of the war situation. The attacks by 
' the UNITA rebels and the mines they have 
> placed on the farms have led to a great 
insecurity and physical injury invotving loss 
of Umbs, resulting in half a million peasants 
abandoning their farms and congregating in 
tlw urban areas... (p 1631). 

And then again: 

Imports provide the mainstay',of food in 
government shops for the urban population. 
Tlic state has so far proved incapable of 
organising the buying and transporting of the 
. ttttle surplus that the subsistence producers 
stlB produce Itutead, this smaD surplus is 
bought up by a few private traders who have 
thdr own vain and lorries, especially from 
the peasants living near the few huge towru 
and cities. The traders resell this produce at 
very high prices in the open paraM markets 
in towns. The difference in prices for the 
same commodities between the government 
oontrolled price shops and the parsUel 
market can range ftom anything between 30 
and too times (p 1631). 
la this not enough indication that there is 
something grossly wrong about a situation 
. where (inam capital is embraced with open 
vms and generous terms fbr investment and 
profit ocpatrlation on the one hand, and 
wherh on the other hand, the peasants (on 
both rides of the ethnic divide) are loring 
. life and limb in their thousands and thdr 
homesteads in thdr millioni? 

Here is whm 'outride obi^vers sym- 
■ pathetic to the condition qf the peo|de of 
'/'Angola must ask the present militarist 
^ . solution to resolving the difleienees between 


the MPLA and the UNITA Mr’MBMd the best 
course of action for a party that claims to 
be Marxist-ljcninisl. Indeed we venture to 
express an opinion on this matter only 
because MPLA does describe itsdf as *M-L' 
and is, iherefore, presumably open to inter¬ 
nationalist concerns of solidarity with it. If 
then we were not taken to be too presump¬ 
tive. we would say that a leaf from the 
Chinese history during its struggle/or libera¬ 
tion from imperialism and ff udalism might 
be of help, for one of the most important 
lessons to team from that cxpcrtehcc is that 
we must mobilise ail resources and all peo¬ 
ple in the struggle against the principal 
enemy, and on no account must we allow the 
secoridafy contradictions among the people 
(and they are always there) to occupy the 
central stage. These contradictions amopgst 
the people must be resolved iy political 
means, and not by military means. 

lb be sura the UNITA l^ership should 
be condemned for soUdting help ftrm South 
Africa, but does this act render all those peo¬ 
ple who think thcy.aie fighting not for South 
Africa but for th^ own nirvival the ^enemy' 
dt the people on the other side pf the ethnic 
divide? In the last 13 yean of civil war, it 
is the peasants belonging to the ‘Marxist- 
Leninist’ MPLA and the 'renegade' UNITA 
who are daily butchered. la thm no way of 
uniting all these forces against both South 
Africa and imperialism? 

And who is UNITA after all? Bhagavan 
not only fails to carry out a class analysis 
of UNITA, but repeatedly presents it as if 
it is a monolithic party, with no divisions 
amongst its ranks or leadership, and united 
with l^uth Africa to Hght against ‘socialist’ 
MPLA. There is no attempt made to analyse 
the contradictions that may exist in that 
‘alliance^. 

Wb know, for example; that serious con¬ 
tradictions have inde^ developed between 
South Africa and the peasant population on 
whom UNITA depends for support, lb 
quote one incident only: after the 1984 
Lusaka Accords, South Africa withdrew 
some of its troops from Angola through the 
Cunene province; and whilst doing so com> 
nutted serious atrocities against the Ovambo 
tribesmen with the aim of creating a 
sGorcbcd-carth buffer-zone north of the 
Namibian border so as to prevent infiltra¬ 
tion by the South48hst African Peoptefs 
(>ganlattion C5W4PO) of Namibia. Savimhi, 
instead of coming out in defence of the 
peaaanti, supported the South Afriran more 
and hit at the Ovambo leadership. At least 
one prominent Ovambo oommandk Mardal 
Itanm Hamukwaya, hasdiaanwarediinoe 
then. FurthetmoR; Antmio VUiulakuta, Ae 
hereditary king of the Kwanyanu sub-group 
of Ovan^ frmn Ndjivs on the Angola- 
Namibia border, fled to Namibia and 
threatened to take 3,000 tribesmen over to 
SWAPOl He was arrested by the South 
Africans and banded oyer to UNTIA. He too 
disappeared with another important pawn, 
Jotge Orarias Sanioifea, oae-tfani UNtXA’Ii 
. r ep resenta tive fbr forrign irifein. Even 
within the majority iribcamea supportinf 
UNFIA, the O^bundu, there are serious 


comracuetioite ocvemptiig. A tarff eoA- 
tingeni in the UNITA atmy come from 
Huambo province, probably the most 
devastated province in Angola, bcquiie of 
the widespread use of land-mines in iheir 
home areas which hare kilted and maimed 
thousands of people. 

Within UNITA itself SavimW seems to be 
in trouble. Hit authoriurian style ami pa- 
tonality cult (deliberaidy encouraged by 
some anti-communist circles in the US) is 
increasingly alienating him from the younga 
generation of intelteaualt, army oflleert and 
cadres within UNITA who are beginning to 
put to question Savimbi's policiet and war 
strategy. In recent months UNITA has suf¬ 
fered very serious political and military set¬ 
backs highlighted by the failure to take the 
strategic town of Cuito Cuanarele, and 
hence the decision, pushed by the younger 
leadership, to move the headquarters to the 
north and away from Smith Africa. 

The masses of people both within MPLA 
and within UNITA ate, by all indications, 
extremely war weary. Unfortunately, given 
the present thinking both within MPLA as 
well as well within UNITA, the civil war is 
likely to continue; Even if in the new ima- 
natioiial oontat of US-Sovtet undetstanding 
inaugurated by Gorbachev, UNITA’s in¬ 
terests are sacrifleed for the sake of regional 
peace in Southern Africa, it is not likely that 
the dvil war in Angola will end. And if it 
continua it will go on providing South 
Africa the fuel to ignite in orda to keep 
Angola databilised as it is presently 
doing in Mozambique As Bhagavan too 
recognises: “Even if, following the in¬ 
dependence of Namibia, the South Africaiu 
withdraw their troops, and end their direct 
invasions, they will continue the war in¬ 
directly inside Angola through thdr UNITA 
alltes” (p 163S). wouldadd, hmreva, that 
unda that drcumsiancc; it would be ftitile 
to blame South Africa—as well mi^t one 
blame the leopard for its spots. The blame 
fidis on the political leadership of the two 
main parttes who are unable to resedre their 
conttadictions in a political manna. 

Bhagavan has missed ya another oppor¬ 
tunity. He has given us the dass base of 
MPLA (though 1 find the figures he quota 
from Wdfers and Beigerol quite unconvin- 
dng), but he doesn’t tell us if there are any 
contradictions within MPLA itsdf. ^ 
know, from some reports, that within the 
MPLA leadership tl^ Iws always been a 
struggle between two Una: those (in the 
minority) who say that the oontia^Uctkm 
wife UNTIA should be resolved in a poBtkal 
maniwr, and tboae who fevoor a military 
iwlution. Bhagavan should haw thrown 
some light on tMi, and even asieesed the 
Rieriu of each line 

There is no question in our nrind that a 
section of the toadenhip of the MfiA, 
including Saviibbi Unudf, is idf-servitig, 
and it prepared to allw fiw killing of laiie 
nuipbars of thdr peasant supporters for a 
cause they may not have folly undamood. 
But ii. UN11A Icaderriiip the oi^.oia at 
fruiH? Copld a tectioa of the laayrrhip.pf 




yk fisve dared lb Writt this corttmcni on 
Angola in a pblUicai climate in Africa where 
IP criticise a 'Mhrxist-Leninisi' government, 
espdrially on that is fighting against South 
Africa, is to risk being called a 'reactionary* 
or worse by the left. But it is time certain 
issues are debated oj^nly. What we wanted 
to show was that the situation in Angola is 


AMARESH MISRA's note on 'Party and 
Mass Organisations' (August 6) occasions 
our return to tl^ question of the relation¬ 
ship between party, mass organisations and 
mass movement which was the theme of my 
original note (June 18) on Arun Sinha’s 
'Lessons from a Maas Movement in Bihar' 
(April 23). It win be seen at once that while 
my concern was to treat the relationship bet¬ 
ween party and mass organisations a^nst 
the background of mass movements, in par¬ 
ticular the changing form and content of 
these movements, Amaresh Misra has left 
the paramount factor of mass movement out 
of his rejoinder. Thus, even the titles differ,' 
so too differ our approaches, in spite of 
many similarities. In short, he deals with it 
statically, trying to establish a once-for-all 
set standard Of relationship between party 
and mass organisations, lb me, it is 
dynamic, historically as well as structurally 
determined on and around the matrix of 
mass movement, mass consciousness. 

Much of iny comments m the earlier note 
viias guided by such an understanding. Since 
it was (mly a brief notn I did not theoretical¬ 
ly elaborate the whole issue Here I shall be 
concerned only with this poim in shovring 
where I differ with Misra’s rejoinder, leaving 
out other things mentioned by Misra. lb 
Misra, I have “restricted myself to outlining 
maniftstations only, barely touching the core 
of the problem”, lb itM “dK cme of the pro¬ 
blem’’ lies in historically and politically 
determining the relationship between 
pany—the vanguard political leader—and 
the rtUHs organisations In the context of 
rising mast movements, ettwrgence of new 
issues, the authenticity of the democratic 
content in these organitationt and, finally, 
the need for a popular identity over and 
■above a mere piAtical identity. This is cer- 
.tainly not m^y giving "ad hoe conces¬ 
sions”, but argui^ for kxdcing at the whole 
issue ftom a poBticai an^ 

Party and mass organisations, oM or new 
are sot^ groups and tiicy have their parti¬ 
cular structuremnd dytuuntca It it sad that 
very few penetr^ing miaiyses so fsr have 
bbn done on the stmeture and dynanrictof 
these gtoops and oiganlsgtionti—why an 
osgantoasjon becomes a groupb what m^es. 
thsm tlci^ isiwt determines their iwison 
thsi^aiyfroC work, even dtefar form 
and JlnaRyij'hfby'disy get ouKlaiad fat the fhea 


mi^ more Coihfmitc atiddialei.tical than 
is presented, in a . one-sided manner, by 
Bhagavan. What we are witnessing in 
Angola (like in many other parts of Africa) 
is a highly complex and volatile situation, 
and it would do good to no onc,1ea.st of all 
to history, to record it as simply a conflict 
between the 'good' MPLA and the 'evil* 
UNITA. 


of new situations and imperatives of new 
reality. Particularly intriguing in the Indian 
context is the proclivity of a political 
organisation, even of such type that claims 
or aspires to be a party with a total socio- 
poiiti^ oiitlook, to turn into an endogamous 
organisation. Has it been to because the pro¬ 
cess of canonisation it the essence of autho¬ 
rity—formation here and so the organisation 
turru into a group very toon? Or could it 
be that the major intert^ group process also 
ested on a solution of the contradiction bet¬ 
ween individual proclivity and group cohe¬ 
sion in favour of the latter? In other words, 
such a solution marked the major boundary 
of internal group process? Related with this, 
could it be that the external group process 
solved the contradiction between group 
coheuon and external 'disruptive^ forces (i e, 
disruptive of cohesion) always in favour of 
the former? In any case, it seems that the 
group process of the party remained strong 
over the counter-tendencies, i e, individual 
proclivity and external 'disrupuv^ forces and 
thus the internal and external processes were 
determined. The paramount cause was the 
environment in which the ^up originated, 
prospoed and thrived. 

Is it accidental that wherever the party has 
been m>le to lead the revolution, it has in ef¬ 
fect been a mass orqanisa^? It has become 
the centre of public attraction, enthusiasm 
and iirvolvement. It haaridden on the crest 
of a popular upsu^ Wherever it was not 
the case, the party could always link its 
destiiv to the rising fortune of a hegemonic 
mass organisation, such as the Soviets, to 
tem> the positive results df a revolutioruuy 
upheaval We even have the extreme case oi 
Cuba, where the revolutitmary mass rhove- 
merit absorbed the partK not vice versa. The 
mythifleation of tte Smiet Revolution tells 
us that the Bolshevik ftrty led the revolu¬ 


tion, whereas in actualhy tbe fbtrogtad 
Soviet led it. even Ihe Military Revolutionary 
Committee was set up not by the Bolshevik 
Central Commutes but by the Soviei. The 
current perestroika movement in the ^iei' 
Union, we have been told, aims, among 
many goals, at restoring to the soviet its due 
place in society. Wc do not as yei know how 
and when that will be achieved. But, the 
truth remains, the soviet was at once a 
revolutionary political mobiliser as well the, 
supreme mass otgaigsation-the platform of 
several mass organisations, revolutionary, 
and in the process of being revolutionised 
by the rising tide of mass movement. It was 
the classical mass political organisation* 
which could challenge the hegemony of the 
ruling class over the people by itself ax|dr- 
ing to be hegemonic, by absorbing the 
various rising popular currents. 

I agree with Misra when he states that'the , 
ongoing path of development has resulted 
in the changing composition of classes with 
new trends emerging demanding more poli¬ 
tical assertion and having a more expanded 
aspiration for democratisation”. But this all' 
the mote calls for the strategic concept of 
mass political organisation in the context of 
new social issues, newer forms of articula-: 
tion of old issues, a rising assertion of 
popular identity and certainly the im¬ 
peratives of OMss democratic culture. While 
marxist intellectuals have spoken a lot on the ■ 
concept of hegemony, fm conq^^jr a^yse 
the process in which hegemony is established 
or more particularly the counter-hegemony 
of the revolutionary democratic masses esta¬ 
blished over the so^y. A study of the maar 
political organisation, its structure aiK 
dynamics, could be one clue to an under¬ 
standing of the* process. The politics of coun¬ 
cil communism spontaneously touches the 
problem of proper relationship between 
party and mass organisation, ^but it solves 
it eclectically, spontaneously and not dialec- 
tkmlly. Giamsci too erted.in shilBng his lean¬ 
ings from Council leadership' to 'party 
vanguardism', not in a dialectical way but 
in an eclectic wav. 

The whole concept of a party ocawing its 
fundamental sustenance from 'its' mass 
fronu has gone to such al»urd lengths that 
other mass organisations whidi arc not itt 
'arms’ ate willy-nilly sought to be side¬ 
tracked, ignored or if posstbleaubverted by 
the party. In the process, it is the party whidi 
sunbrs the nmst. The whole Salkia Plenum 
resolution of the CPKMI in trying to pin- 
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(kMnt the riaeon*) for the lack ol KfOKih ot 
the communist movement in the Hindi 
heattiand ignored the very vital Question as 
10 whether the very model of communist 
ofganisation building stereotyped b\ ihc 
Bengal experience svould at all apply to that 
xone Similarly, where the people cannot lind 
a process ot solidarity lormation which they 
can form, join and adjust to 'icchargc' 
their ‘biological, psychological and spiritual 
batteries’, the party will become sterile and 
test and less capable of exercising hegemonic 
influence There the party Deco.aes a typical 
group 

tt has then an existennal provision that 
gives It a name, rights, privileges and routine 
fcsponsibililies, a leleologic provision that 
stereotypes its purpose or activity, a struc 
tural provision that sets torth rcQuiicments 
for membership and leadership and tinally 
a regulatory provision that provides means 
for enfoKing discipline and order Though 
every organisation docs have these dimen 
sions, the process of group formation is 
marked by an ascetic strictness regarding 
these provisions There the internal group 
culture dominates its social lile This will 
happen to even a communist party that 
underestimates the relative autonomy oi 
mass movements 

I am not sutc whether IPr will avoid these 
pitfalls and become an authentic mass 
]?olitical organisation Uptil now ii seems to 
be "based on the leahsatiun of new reality 
with a persistence of old outlook" This is 

the more so as it displays every tendenev 
to fly into the full panopiv ot a political 
party with Us ‘aims and Irontal organisa* 
turns Misra finds hope in the declaration 
of tlw iPF to be a peoples party But here 
too one must think politically ^ ill the dec 
latation of formation of a people's party 
solve thb major problem under discussion'* 
Will IFF. for example, or the stated people’s 
party, allow organisational atfiliation of 
mass orgarasattons as communists demanded 
of the National Congress in the thirties'* Or, 
snU not the stated patty, trapped in parlia> 
mentanamsm. gradually evolve into another 
run>of the>mill oppositionist pany** There 
are furthermore dangeis that a people's 
party in search of populism may try to 
become or appear everything to everybody 
and in the process lose its revolutionarv 
character'* These are questions that must be 
thoroughly judged and weighed before tak 
mg major organisational stepes which is why 
1 had expressed my doubt at the end of my 
earlier note as to whether adequate political 
pKparations have been made Nonetheless, 
as Misra’s rejoinder shows, we arc more and 
more cnucally examining a once forbidden 
area—the so-called ‘gisen leadership of 
pany over mass organisations l^ei this 
received wisdom be subjected to close and 
bistoncal scrutiny The only caution is we 
must not do it t^tstoricaliy apoluually — 
in an absolute way The fulcrum has to be 
mass movement and the state oi mass 
oonsciousness 
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LETTERS TO EDITOR 

Narmada Project: The 
Alternatives 

THIS is with reference to the letter we had 
written on the Natmada Project and 
subsequent correspondence and editorial 
comment in your paper. It is important 
that this debate should continue so that 
informed, democratic decisions can be 
made on this vital project. The intolerance 
of dissenting views and the crude attempts 
to silence critics of official policy are truly 
astounding. 

The antecedents of the environmen¬ 
talists who have submitted the memoran¬ 
dum are being questioned, while the 
arguments are not examined on their 
merits and the impressive evidence 
accumulated on the negative social, 
economic and ecological impacts of large 
dams is ignored. Secondly, we also feel 
that early action on Narmada is necessary 
but we cannot agree to the position that 
debate is unnecessary. That in fact there 
has been a long and intensive debate 
shows that there are important and com¬ 
plex issues —not yet analysed or resolved. 
Thirdly, the proposed compensatory af¬ 
forestation plans of government are being 
dted. The fotest cover of Gujarat is about 
3 per cent of the total land area whereas 
the recommended figure is 2S per cent. In 
any case, the afforestation required in 
Gujarat is huge (Narmada or no Natmada) 
and the loss of land and forests caused by 
the Narmada Project will represent a net, 
irretrievable loss. 

The politicians seem to pose two alter¬ 
natives fur the utilisation of Narmada 
waters in Gujarat: the official Narmada 
Project or nothing. This formulation is 
patently absurd as there are still feasible 
alternatives in Narmada development 
which can enable the state to reach the 
development objectives of growth, em¬ 
ployment, sustainability and equity. It 
seems entirely possible to conceive of 
Narmada development with thpfoUowing 
objectives (in that order of priority): 
drinking water (for people and animals), 
fodder, minor irrigation, recharging 
aquifers, small hydel power, waste-land 
development, social forestry and decen¬ 
tralised local resource-bas^ industries. 
The priorities of the official Narmada 
Project, on the other hand, are: power 
generation and large-scale cash crop 
cultivation. 

It is possible to conceive of the Narmada 
Development Project as a series of small 
and medium dams and protected canals. 
Such a projea will minimise inundation, 
avoid potential seismic reactions, will 
benefit the poor and address the real 
priorities of Gujarat: drinking water and 
fodder. Such a design will avoid most of 
the negative impact of the^ official 


Narmada Project and will probably cost 
a lot less. 

A meaningful objective evaluation of 
the alternatives through environmental 
impact review, social cost-benefit analysis 
and stakeholders assessment (who benefits 
and who pays) can be undertaken only if 
data on various dimensions are made 
public by the government of Gujarat. 
While the long-term costs and benefiu are 
not known with certainty, the short-term 
ones are. The short-term costs are loss of 
land and forests, resettlement of oustees 
and avoided cost of a long gestation, huge 
investment (estimated to be Rs 12.(XX) 
crore). It is clear from the ofHcial 
Narmada project design that while the 
oustees, tax payers and the public at large 
(present and future generations) will pay 
heavily for this project the benefits will 
accrue to a few rich farmers in Saurashtra 
and North Gujarat (through water), in¬ 
dustrialists (through power), contractors, 
suppliers and construction firms, inter¬ 
mediaries (through commission) and 
politicians (through election funds). The 
poor, if at all, will get some ‘trickle down’ 
benefits in employment, etc. The official 
Narmada Project is a gigantic income 
transfer scheme in favour of the rich and 
powerful. 

The experience of large dams around 
the world is conclusive: they are environ¬ 
mentally damaging, economically ruinous 
and create new inequalities. Our own ex¬ 
perience in India over the past forty years 
of large dams and the water, energy and 
resource intensive green revolution they 
engender show very clearly that margina¬ 
lisation of rural poor, large-scale loss of 
soil fertility, environmental degradation 
and a high cost, unproductive economic 
system occur without failure, as a result 
of such interventions. There is no evidence 
to show that the official Narmada Project 
will be an exception, notwithstanding 
governmental claims and aspirations to 
the contrary. 

Narmada is an important resource of 
Gujarat. Its use should be people-oriented 
and consonant with our development 
goals. The government has a historic 
opportunity to design an alternative 
Narmada project through a democratic 
consensus. We offer the following concrete 
suggestions: 

— All techno economic and ecological 
information must be available to public 
without any restrictions. 

— Appointment of a blue ribbon com¬ 
mission of eminent, non-partisan dtizois 
which will conduct hearings, initiate open 
processes of debate and undertake 
analysis and will submit a report on 
strategic alternatives for Narmada (with 
their costs and consequences) within six 
months to the people of Gujarat 

— The state’s overall development 


strategy and the inter se priority of 
Narmada must be examined to avoid a 
fiscal crisis in the future. 

We call upon the government of 
Gujarat to take a balanced and long-term 
view of the Narmada question. 

R S Ganamthy, T K Moulik, 
Ahmedabad. P Shukia. 

On Sati 

IT is heartening that the short article 
Sujata Patel and I wrote (January 23) has 
forced Ashis Nandy (S^tember 17) to 
drop all pretence and publicly reveal the 
level of intellectual dialogue at which he 
feels most comfortable. The only point 1 
can add to his superb self-exposure con- 
cerns'his ability to misappropriate quoted 
material. He quotes the last line of our 
article: “Lying it at the door of tradition 
is useful both for the state and its revivalist 
critics’’; and then he says: “It is this 
recognition which has prompted me to lay 
sati at the door of modernity...” Does it 
mean Nandy is suddenly ready to change 
his position and delude his readers into 
thinking that he does not consider sati a 
glorious heroic tradition? 

This ability to misappropriate quota¬ 
tions was earlier appreciated by a reviewer 
of one of his books in Seminar (May 
1984). There the quoted material was 
D D Kosambi’s. If Nandy claims that he 
is in the tradition of Rammohun Roy. the 
company he is leaving us in suits us fine. 

KatSHNA Kumar 

New Delhi. 
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f CONOMIC 
AND 

POLITICAL 


The Succession in Pakistan 


W hile only time can tell what, if any, difference 
Benazir Bhutto’s accession to the prime minister- 
ship of Pakistan will make to India-Pakistan relations, 
one striking parallel has emerged between the political 
establishments of the two countries. The moulvis, it 
had been suggested, would not easily accept the idea 
of a woman becoming prime minister of l4kistan. In 
the event, as far as can be judged, Benazir Bhutto’s 
swearing in last Saturday seems to have passed off with 
scarcely any audible protest from religious quarters. It 
should surprise no one if this had something to do with 
her being Zulfiqar Ali Bhutto’s daughter. Her rise to 
power, even though it rnay have come after a long gap 
of eleven years, is thus no less a case of dynastic suc¬ 
cession than the anointment of our own present prime 
minister in 1984 after his mother’s assassination. 

Even otherwise the results of the elections in Pakistan 
and the whole process leading up to Benazir Bhutto’s 
appointment as prime minister have brought out how 
little the balance of .social forces in the country have 
been altered by the over a decade long struggle for 
restoration of democracy. From this standpoint one of 
the more notable aspects of the outcome of the elec¬ 
tions to the national and provincial assemblies was the 
complete eclipse of the left parties and forces, reflec¬ 
ting at least partly the failure of these elements to 
assume a significant role in the struggle against the 
military dictatorship. On the other hand, a sizeable pro¬ 
portion of the successful candidates of even Benazir 
Bhutto’s Pakistan Peoples Party (PPP) are known to 
have been supporters of the Zia regime, some of them 
till very recently. Benazir Bhutto’s own moves in the 
uncertain days after the elections have been sufficient 
acknowledgement of the army’s continuing active role 
in Pakistan’s politics. On November 23 she had her pro¬ 
longed dinner meeting with the army chief of staff. 
General Mirza Aslam Beg. Her public assurance against 
any cuts in the military budget has been linked to this 
meeting as has been her reported agreement to the con¬ 
stitution of a defence council to be headed not by her 
but by the president which would include the service 
and intelligence chiefs and is transparently intended to 
ensure that the armed forces retain a decisive say in 
matters pertaining to defence and security. The PPP 
has ahd had to agree, in the interest of ‘national 


security’, not to put up its own candidate in the 
presidential election on Monday next and instead 
support the candidature of the acting president 
Ghulam Ishaq Khan. 

At her first press conference after taking over as 
prime minister, Benazir Bhutto thanked the United 
States for its “moiai support for the restoration of 
democracy” in Pakistan. In fact the end of military rule 
and the assumption of office by an elected civilian 
government in Pakistan must be reckoned as quite 
desirable developments from the US point of view. So 
it is not unreasonable to assume that US support for 
adherence to the earlier announced election schedule 
after General Zia’s death and, after the elections, for 
Benazir Bhutto’s appointment as prime minister has 
very likely been more than just ‘moral’. There is some 
parallel here between the US attitude to recent political 
changes in Pakistan and those in Philippines leading 
to the ouster of Marcos. Reports from Pakistan men¬ 
tion the significant presence in Islamabad of the US 
assistant secretaries of state and defence in the crucial 
days just prior to Ghulam Ishaq Khan’s decision to 
nominate the prime, minister on December 1 itself, 
reversing his earlier stand that the prime minister’s 
nomination could take place only after the election of 
the speaker of the national assembly on December 7, 
For her part Benazir Bhutto agreed, as earnest of her 
undertaking that she would essentially continue the Zia 
government’s Afghanistan policy, to retain Sahebzada 
Yakub Khan as her foreign minister even though he 
belongs to the Muslim League-led Islamic Democratic 
Alliance. 

Observers, in India have seen in Benazir Bhutto’s 
moth-balling of Zia’s no-war pact diplomacy and her 
statement that she remains committed to the Shimla 
agreement signed by her father and Indira Gandhi a 
hopeful augury for India-Pakistan relations. However, 
in regard to relations between the two countries 
experience shows that a decisive factor is the need of 
either government to use a supposed security threat to 
mobilise domestic public support. The social forces 
which remain so prominently arrayed behind Benazir 
Bhutto’s government do not leave too much room for 
hope that it will be less subject to this compulsion than 
its counterpart across the border. 
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[NDUSTRY 

Unconvincing Alibis 

THE fortuiws of the cement industry have 
been mainly a function of demand. And 
yet, spokespersons of the industry base 
constantly been blaming government 
policy on pricing and distribution and 
fiscal levies for their woes. The increase 
in the price of levy cement in September 
thU year to compensate for the higher 
costs of inputs since December 1986 has 
characteristically been dubbed as ‘too 
little’. Ndther the Cement Manufacturers 
Association nor the government, in parti¬ 
cular, the Bureau of Industrial Costs and 
Prices (BICP), provide any data for the 
benefit of consumers or independent 
researchers to evaluate the respective 
claims. However, the revision of levy 
prices could be effected at shorter inter¬ 
vals, as recommended by the BICP. The 
industry claims that the price of levy 
cement does not even.cover the cost of 
production. The government, on the other 
band, does not give independent resear¬ 
chers access to even historical data (say, 
of the seventies and early eighties), so that 
they can verify the truth or falsity of such 
propositions which are routinely mouthed 
by the industry. 

There has been a phased relaxation of 
pricing and distribution controls on the 
industry since September 1977 when the 
government set a profitability norm of 12 
per cent post-tax return on net worth to 
govern pricing. But, the ‘big break’ came 
in February 1982 when partial decontrol 
of pricing and distribution took effect. 
Since then there has been a further relaxa¬ 
tion, as also excise duty concessions to 
boost the profitability of the industry. 

The high profit after tax as a percen¬ 
tage of net worth—about J4 per cent in 
1982-83—has declined precipitously and 
had even turned negative in 1986-87, ac¬ 
cording to RBI data. But this is battically 
the result of effective demand falling far 
short of installed capacity and signi¬ 
ficantly short of actual production. There 
has been a significant addition to capacity 
since 1982. Given the demand constraint, 
capacity utilisation levels are declining. 
Even then, the gap between supply and ef¬ 
fective demand is around 2 million tonnes. 

The market prices of cement have been 
falling, thus narrowing the gap between 
the levy and non-levy cement prices. Some 
of the government’s influential economic 
bureaucrats say that now there is no 
economic rationale to continue with even 
partial control of prices and distribution. 
These controls should be phased out. they 
suggest. The government had planned to 
implement this in the present financial 
year but has not initiated the process so 
far. One wonders why? One reason ynay 
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be that when market conditions change 
and the cement cartel becomes effective 
again, the market price of cement would 
firm up and this would severely affect the 
capital cost of all public sector projects. 
The industry is advising the government 
to take up the construction of concrete 
roads to enable it to improve its capacity 
utilisation. Also, additional capacity is 
presently being created and, according to 
one industry spokesperson, surplus pro¬ 
duction in 1989-90 may be of the order 
of 4-5 million tonnes which would create 
a seserc financial burden for the industry 

I’erhaps there is the need to modernise 
the old plants based on the wet process 
in order to change over to the energy 
saving (in terms of coal consumption) dry 
process. Incidentally, the dry proce.ss was 
commercially viable (of course, based on 
imported technology) right in the fifties 
but the adoption rate was extremely low 
up to the mid-seventies. Was it due to the 
demand constraint that set in since the 
mid-sixties and lasted dll the mid-seventies? 
Tbday, even though there are around 77-78 
dry process kilns with a capacity of 
around 34-35 million tonnes per annum, 
only about 60 per cent of them have pre- 
calcinators. Further, most of them are not 
designed to achieve the theoretical econo¬ 
mies of scale. But here it must be empha¬ 
sised that these economies of scale can 
only be derived if the plants operate at 
reasonable levels of capacity utilisation. 
Given the present demand constraint, this 
is not likely to be the case. The World 
Bank is financing modernisation pro¬ 
grammes for conversion to dry process 
kilns but so far there has been a poor 
response. The dry process has been 
adopted more in new plants and there has 
been little conversion of existing plant 
capacity. Why this is so needs an explana¬ 
tion. Is it more the resource constraint or 
the demand constraint, or a combination 
of both? ACC has sold its Dwarka and 
Sevaiia (outdated) plants, which were 
making heavy losses, rather than moder¬ 
nise them. Why? 

Even while the indus^ is going 
through a phase of low profiubility, there 
are quite a few companies which are doing 
well. This is yet another reason why the 
industry’s alibis, namely, government’s 
pricing and distribution policies being the 
cause of its problems, sound unconvincing. 


POLITICS 

A Matter of Definition? 

THE union home minister, Buta Singh, 
has, it seems, hit upon a novel formula for 
resolving a chronic and complex domestic 
problem—the simple device of redefining 
a concept or, in other words, te-christening 


' a Mdo‘’i^tsorical' is' of 

the emphatic oj^nion that if the Indian 
people are considered and designated as 
a single nation and the concept of the 
country as a multi-nation state is abjured 
as an heresy, then all the centrifugal 
tendencies that have been plaguing the 
country since independence would simply 
disappear. From the Naga and Manipuri 
rebellions in the north-east to the Kashmir 
and the Khalistan problems in the north— 
all this, according to the home minister, 
owes its origin and persi-stence to the 
muddle-headedncss, if not the perverse¬ 
ness, of the opposition politicians who 
indulge in talk of the multinational com¬ 
position of the Indian people. If nothing 
else, this ‘theofctical* enunciation by Buta 
Singh at least quashes the contributions 
made by his party's ‘maximum’ leaders 
like Sanjay Gandhi and Indira Gandhi to 
the development of the Bhindranwale 
phenomenon in the first instance and the 
Khalistani threat as its byproduct. 

If the national question in any country 
could really be solved merely by the pro¬ 
motion of Buta Singh’s semantic trick, 
then the British and the Belgians, long 
taken as ‘single nations’, should not have 
faced the challenge to this label, as they 
have for .some time hcen doing, from the 
Scots and the Welsh in the case of the 
former and the Flemish in the latter. 

Multinational or one nation, the fact 
is that the various ethnic, religious, 
linguistic, etc, communities of the Indian 
masses are today exhibiting fissiparous 
tendencies. The cau.se or causes of this 
behaviour lie deep in the social-political 
structures and its remedy has to be sought 
in corresponding restructuring. Smart, if 
somewhat ignorant, declamations are 
absolutely irrelevant to the real problem. 
If terminological options could materially 
affect the real problem in this sphere, then 
in another sphere something like the 
banning of the barometer could perhaps 
remove the threat of cyclones. Will the 
government in New Delhi experiment? 

MANIPUR 

Quest for Justice 

WITNESSES have been deposing before 
the sessions judge, Manipur, on the 
atrocities allegedly perpetrated by the 
Assam Rifles on the villagers of Senapait 
district of Manipur during their combmg 
operations there in July 1987. In response 
to a writ petition filed by the Naga 
Peoples’ Movement for .Human Rights 
(NPMHR), the Assam Hiid* Court had in 
July this year ordered the sessions judge 
to record evidence on nine spedfle charges 
made by (he petitioners of murder, tortun, 
rape and sexual assault, illegal detention. 
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dempUtiOR of houses amd scttoote, forced 
lalMur . and looting. In the evidence 
recorded so far, a witness from Ngamju 
viKage h&s spoken of how he was beaten 
with iron rods and given electric shocks. 
\ woman witness from Oinam village has 
deposed on how she was forced to have 
her baby in a playground in full view of 
the jawans of the Assam Rifles. A school 
student from Khongdei Shimphung 
village has spoken of how he had seen his 
cider brother being beaten and hung by 
his wrists and finally the Assam RiHes had 
handed over his brother’s body saying he 
had committed suicide. The vice-president 
of the Naga Students’ Federation (NSF) 
has told the court how he and other 
members of a goodwill mission sent by the 
NSF to Oinam village in September 1987 
were illegally detained, tortured and had 
to be hospitalised. 

The background to the NPMHR’s writ 
petition is worth recalling. On July 9,1987 
the Assam Rifles camp in Oinam village 
was attacked, it is believed, by members 
of the NSCN. In the attack nine jawans 
were killed and three seriously injured. 
The attackers also took away a large quan¬ 
tity of arms and ammunition. The Assam 
Rifles launched ‘Operatioi? Bluebird’ to 
recover the arms and ammunition and, in 
the name of counter-insurgency, it is 
alleged, let loose a reign of terror in the 
Oinam area. In the course of a few weeks. 
IS persons were shot dead after being sub¬ 
jected to inhuman torture. For months 
villagers were made to stand in open 
grounds exposed to torrential rain and 
scorching sun. Hundreds of villagers were 
severely beaten and tortured, men were 
hung upside down, buried alive and given 
elearic shocks. Wbmen and young girls 
1 were sexually assaulted. Many people, 
including six babies, died due to constant 
harassment, forced starvation, denial of 
medical aid and shock of seeing their near 
and dear ones tortured. The Assam Rifles 
are alleged to have looted houses and 
burnt down houses, schools mid chuiches. 
Hundreds of villagers are said to have 
been made to do forced labour for Assam 
Rifles without any payment. 

Hie above, in sum, are the charges con¬ 
tained in the NPMHR's writ petition. It 
is already more than two months since the 
sessions court started recording evidence, 
but the process is likely to take several 
more months in view of the protracted 
cross-examination of the witnesses by the 
lawyers for Assam Rifles. After the-recor- 
ding of evidence is completed, the sessions 
judge will send his report, based on. the 
evidence before him. to the High Court 
f which will then hold a final hearing and 
' give its jud^em. The NPMHR’s writ 
petition hds asked the court to (i) revoke 
the notiAcatioh declaring Senapati district 
tu a disturbed area under the Armed 



Fb^' Special Powers Act; (11) lay down 
guidelines to ensure that the civil 
administration can effectively cheek 
misuse of power by the armed forces 
during combing operations; (iii) declare 
section 6 of the Armed Forces Special 
Powers Act unconstitutional (because of 
this section no one t an file any case 
against the security, forces without first 
obtaining permission from the central 
government); and (iv) award exemplary 
damages to be paid to the families of 
chose tortured to death and to the ocher 
victims of the Assam Rifles’ atrocities. 
The petition has also asked that criminal 
cases be Hied agaiirst the guilty men and 
officers of Assam Rifles. 

INTERNATIONA!. AFFAIRS 

Important Milepost 

A Correspondent writes: 

THE Soviet leader, Mikhail Gorbachev’s 
declaration in New Delhi about the im¬ 
portance of the triangular undemanding 
between the USSR, China and India for 
peace in the Asia-Pacific region as well as 
global progress is an important milepost 
to indicate the distance that the Swiet 
leadership has already travelled from the 
old, degenerate days when it had been 
competing with the leadership then in 
power in China in running down and cor¬ 
nering each other. The Soviet side then 
used to denounce the CPC leaders as 
‘social-fascists’, while the favourite 
counter-epithet of the Chinese communist 
leaders was *sodal-imperialists’. Moreover, 
the Soviet leadership then used to cultivate 
India with the transparent motive of 
checkmating China in the south and 
south-east Asian regions. The Chinese; for 
their part, made no secret of thdr counter¬ 
tactics of leaning towards Pakistan, 
irrespective of the character or colour of 
the latter’s internal regime or its foreign 
policy orientations in the wider spheres. 
Mikhail Gorbachev's New Delhi speech is 
an unequivocal and loud renunciation of 
that shortsighted, unprincipled and, 
indeed, suicidal diplomacy on the part of 
the Soviet leadership. Progressive forces 
the world over would heartily welcome 
this modulation and eagerly await its 
enthusiastic reciprocation by the CPC 
leadership. 

Indeed, old Marxists may even derive 
further satisfaction in the apparent 
echo of Lenin’s historic solicitude in 
Gorbachev’s New Delhi declaration. In his 
very last piece of writing, ‘Better Fewer 
but Better', dictated on March 2, 1923, 
from his sickbed before he was silenced 
by a paralytic stroke, l^enin who was then 
extremely worried about the problems of 
survival of the Soviet regime in a single, 
backward country, postulated that, “In 


(9, I9t8 


the last analysis, the outcome of the stritgr 
gle will be determined by the fact that 
Russia, India, China, etc. account for the 
overwhelming majority of the population 
of the globe”. He then added, berause of 
the underlying solidarity of this majority 
in the struggle for emancipation, “the 
complete victory of socialism is fully and 
finally assured”. 

Careful observers, however, will discern 
a fundamental difference between Lenin’s 
prognostication and Gorbachev’s pre¬ 
scription: l.enin wa.s looking forward tc 
a revolutionary restructuring of the world, 
while Gorbachev has predicated ‘stability’ 
in both the Asia-Pacific regions as well 
as the world as a whole. Maybe, he 
believes that at this historic conjuncture, 
‘stability’ it.self has got the most explosive 
potentialities. 

IMPOKf POLICY 

New Loophole? 

Arun Coyal writes: 

THE power generation and distribution 
.sector has been opened to imports by a 
public notice issued by the Chief Control¬ 
ler of Imports and Exports (CCI and E) 
on November 7. The announcement per¬ 
tains to the State Electricity Boards 
(SEBs) who are now free to import any 
item on CX}1 (Open General Licence). 

On the face of it, the SEBs have been 
placed at par with other Actual Users (In¬ 
dustrial) in the private and public sectors. 
They do not have to go through the licen¬ 
sing procedure and indigenous clearance 
when the item to be imported is on (XJL. 
The special procedure previously ap¬ 
plicable to SEBs could be viewed as 
discriminating against them. Perhaps the 
public notice intends to remove this 
anomaly. 

From another pdint of view, the power 
sector is by far the mo.si important com¬ 
ponent of the electrical machinery import 
segment. (Expected imports in the April- 
December 1988 period are put at Rs 804 
crorc, up by R.s 2-‘!0 crore over the same 
period of the previous year.) Planning and 
control for this sector is important on con¬ 
siderations of economic strategy. The indi¬ 
genous industry’s capabilities are often 
sidelined when multinationals start high 
pressure sales backed by soft finance and 
lucrative commissions for the decision¬ 
makers. In the absence of a check of the 
import plans of SEBs, indigenous in¬ 
dustry may start languishing. 

White the public notice in question still 
requires all imports—OGL as well as non- 
OGL—to fit into the overall foreign ex¬ 
change budget allocated by the Depart¬ 
ment of Economic Affairs, this check will 
hardly slop avoidable OGL imports. The 
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tiitfie is .'no spediic 
‘inidiicnfsni to taforce this stipulation, 
father the CBA (Central Electricity 
Authorify) nor the Customs, the normal 
controlling bodies, halt’ been assigned the 
responsibility. 

It i$ important to undi^rstand that OCL 
policy is basically designed for non¬ 
government users. They are large in 
number but the quantum of imports, 
compared to government imports, is 
relatively small. Of late, OGL definitions 
have been widened. For example, raw 
materials, components and consumables 
not mentioned in the import policy—the 
residual caiegory—are deemed to be on 
OGL for Actual Users (Industrial). The 
intention i.s that small value imports of 
critical items not mentioned in the policy 
should not have to go through the time- 
consuming supplementary licensing pro¬ 
cess. Now residual category OGL imports 
‘will apply to the SEBs as well, even 
though few items in their inventory can 
be classified as ’small value'. 

The move places the SEBs on par with 
other special public sector industries such 
as the oil and coal sector as regards capital 
goods. However, the SEBs arc now ahead 
of their peers in regard to raw materials, 
components and consumables. Only de¬ 
fence undertakings have similar facilities. 


Cuban troops from Angota, which Soudi 
Africa made a precondition for accep- 
tance of US resolution 435 which calls for 
the independence of Namibia. In August 
this year, after the military balance shified 
against Pretoria, a cease fire and with¬ 
drawal of South African troops from 
Southern Angola was agreed upon by 
Angola, Cuba and South Aftica. 

UN resolution 435, passed in September 
1978, forms the basis for the settlement 
in Namibia. There will be UN supervised 
elections in Namibia. The phased with¬ 
drawal of Cuban troops from Angola and 
South African troops from Namibia will 
also begin early next year. Angola and 
Namibia will enter into non-aggression 
pacts with South Africa. The withdrawal 
of Cuban troops from Angola and the end 
of South African support to UNITA will 
hopefully lead to a rapprochement bet¬ 
ween the MPLA government in Luanda 
and its opponent, the UNITA. Cuba will 
carry out the phased withdrawal of its 
50,000 troops from Angola in 30 months. 

A little after inid-1989, the Namibian 
people will vote in the independence elec¬ 
tions that will most definitely bring 
SWAPO, led by Sam Nujoma, to power. 

The crucial comptomise that the anti¬ 
imperialist and anti-racist forces have 
made is that Angola will request the ANC 
to close its guerilla training bases in that 


that while SWAra tm- 

port the ANC it wilt not aflM ANC 
military training bases in Namihia nor 
permit ANC guerillas to move thiotigi) 
that country. The US mediator, Chester 
Crocker, has said that the “convrigence 
of interests’* between Washington and 
Moscow in the Gorbachev period has 
been a critical factor that has paved the 
way for the resolution of the conflict. 
Right from the beginning of the US initia¬ 
tive, Crocker has got the support of 
Anatoly Adamishin, the Soviet deputy 
foreign minister, and the Soviet Union’s 
Africa specialist, Vladillcn Vasev. Moscow 
is willing to be a co-guarantor of a 
regional pact. 

The pact oetween Angola, Cuba and 
South Africa will, in all likelihood, soon 
be ratified by the respective governments 
in the Congolese capital of Brazzaville. 
Though US president-elect George Bush 
has declared aggressively that >Mishington 
will continue to give armaments to 
UNITA, it is possible that the MPLA and 
UNITA leadership will rc.solvc their con¬ 
tradictions politically and put an end to 
the civil war in Angola. A hopeful sign 
is the possible isolation of Jones Savimbi 
in the UNITA leadership from the 
majority which seems to favour such a 
course. 


SOUTHERN AFRICA 

Compromise Solution 

IS south-western Africa witnessing the 
beginning of the end of the protracted war 
in Angola and Namibia? The masses of 
the people of the region—the subsistance 
(tribal?) peasantry, who have made great 
sacrifices in the struggle for political and 
economic liberation of the region against 
imperiaii.sm and racism—are, very defi¬ 
nitely, extremely war weary. However, and 
this must be stressed, it is not the US 
mediated and Soviet supported south¬ 
western Africa peace talks—the diplo¬ 
matic process—that has made possible the 
birth of a free Namibia but the national 
liberation movement, led by SWAPO and 
the crucial role of its armed wing, the 
Peoples Liberation Army of Namibia 
(PLAN). SWAPO launched the protracted 
people’s war for the independence of 
Namibia in 1966. 

The south-western Africa peace talks 
between Angola, Cuba and South Africa, 
which began in May this year, reached an 
accord at its eighth session in Geneva in 
mid-November, paving the way for in¬ 
dependence for Namibia and peace in 
south-western Africa. A compromise was 
reached over the differences between 
Angola and South Africa on the time¬ 
table and terms of withdrawal of 50,000 


BUSINESS _ 

COTTON 

Calculations Go Awry 

THE cotton scenario that has now 
emerged is very different from the one 
widely anticipated at the beginning of the 
season when bumper crop forecasts raised 
the spectre of another crisis of plenty. 
Early in September, Sanat Mehta, presi¬ 
dent of Gujarat Kapas Utpadak Meet 
Rakshak Sangh, made a fervent plea for 
a comprehensive strategy and timely 
action ^ the central and state government 
to save cotton growers from a second crisis 
of plenty—the earlier one having been in 
1985-86. Five weeks later, C H Mirant, 
president of the East India Cotton 
As.sociation, spoke in a similar vein at 
the association's annual meeting on 
October 17. He said that “most of the 
cotton interests feel that the crisis of 
plenty which occurred in 1985-86 will be 
repeated this year once again”. The 
chairman of Cotton Corporation of 
Imha, M B Lai, also was credited with the 
view ■ that the possibilities of prices 
touching support levels were greater'this 
year than was the case in 1985-86. 

lUcing notice of tire alarm signals 
flashed by the leading spokesmen of 
cotton growers as also of the trade, New 


Delhi alerted the CCI to gear up its opera¬ 
tions to handle purchases of cotton and 
the CCI was quick to make known that 
it had already entered the market in 
Punjab, Haryana. Rajasthan and Andhra 
Pradesh to make commercial purchases 
and that it hoped “to mop up at least 20 
lakh bales during 1988-89 season by 
operating at least 240 purchase centres 
spread over all the mqjor cotton i»oduc- 
ing states”. The CCI chief also stsied that, 
in case its own organisational structure 
was found inadequate to cope with the 
quantum of arrivals during price support 
operations, the corporation would draw 
upon the services of co-operative market¬ 
ing societies which would pool the kapas 
produced in the area and arrange to offer 
it to the corporation under price support 
operations.. 

The Cottbn Advisory Board which met 
in Bombay on November 1 placed the 
1988-89 crop at 108 lakh' bales thereby 
endorsing tire widely shared vi^ that the 
crop would set a new record, thohgh it 
would be only mar^nally larger than the 
1M5-86 harvest of 107 lakh bales. It 
hardly needs to be mentioiud that the 
CAB estimates are alwi^ in the nature 
a compromise seeking to recoticye the dif¬ 
fering estimates put up by the m c m bws. 
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Ecoiipmic apd.'fki^tk^ 


ftictlhii 4iawfeaili 

Three months and one week have gone 
h/ since the commencement of the current 
eeasoD. The CCI has so far purchased 
only 50,000 bales of cotton against firm 
indents by mills and procurement by the 
Maharashtra State Co-operative Cotton 
Growers' Marketing Federation, which is 
operating the monopoly scheme, also has 
bm of about the same order—less than 
2.S lakh quintals of kapas (equivalent of 
less than 50,000 bales of Knt cotton). New 
Delhi has not so far announced any con¬ 
crete measure to deal with improved 
supply forecasts. It has not taken any deci¬ 
sion on repeated representations by the 
farm lobby as well as the trade for release 
of an export quota for long/cxtra long 
staple cotton. 

While cotton prices have come down by 
8 to 25 per cent—depending on the 
variety—under the pressure of new crop 
arrivals, they are still substantially above 
the support levels—35 to 90 per cent 
higher in the case of kapas and 50 to 100 
per cent higher in the case of lint cotton. 
Long staple cottons have ruled much 
firmer than short-medium varieties. 
Despite the likely increase in the pace of 
arrivals with the progress 6f the marketing 
season, the market has turned distinctly 
steadier since about the end of November. 
Nobody now talks of cotton prices declin¬ 
ing to anywhere near the support level. 
This is indicative of a profound change 
in the market scene. 

Cotton growers in Maharashtra have 
been allowed to sell their kapas/cotton to 
anyone outside the state to avail of the 
hf^er prices prevailing in the neighbour¬ 
ing states. This undermines the basic 
character of the monopoly procurement 
scheme The state government has also an¬ 
nounced a hefty increase in the guanuitee 
prices of cotton, euphemistically termed 
as ‘advance additional pHce’ or ‘advance 
bonus'. The increase is Rs 120 per quintal 
for supec and FQ quality and Rs 60 for 
ftdr quality. The Maharashtra govern¬ 
ment’s decision allowing sale of cotton 
outside the state and the subsequent 
announcement about the hefty ‘advance 
bonus' are apparently intended to appease 
the hunting community and thereby 
defuse the agitation by the Shetkari 
Sanghatana leader Shared Joshi. The high 
political overtones apart, the Mvance 
bonus' is also hidicative of the govern¬ 
ment's revised assessment of the outlook 
for cotton prices. The state government 
might not have ventiued to announce such 
a steep hike in guarantee prices which had 
already been put up by Rs 50 to Rs 60 per 
tpdmai this season if it had capered 
cottum .pripM to fill below the support 
keels. The hlghre guarantee peioes are 


piqiillifcfo ^1 powers Iras^mnive bf^^^en 
they had tendered thdr kapas. 

Ihlking to a cross-section of knowledge¬ 
able persons in the cotton trade and 
industry on the emerging scenario the im¬ 
pression one gathers is that the crop is 
unlikely to turn out to be as big as 
estimated by the Cotton Advisory Board. 
Most observers are now inclined to put the 
crop at around 102 lakh bales and there 
are quite a few who think that the crop 
might not exceed 100 lakh bales. The crop 
is said to have been damaged in some 
states by white fly and in certain other 
states by excessive/untimely rains. Crop 
estimates have been revised downwards in 
respect of Gujarat. Andhra Pradesh, 
Maharashtra and Madhya Pradesh. The 
crop in Punjab, Haryana and Rajasthan 
is reported to be better than estimated 
earlier. It is the long and extra-long staple 
cotton which has been affected adversely. 

It is difficult to say whether the revised 
estimates are based on a more careful 
assessment onhe crop in different states 
or these are intended to subserve certain 
vested interests. For it could well be that 
the estimates have been revised down with 
a view to influence official thinking in 
regard to export of staple cotton. In the 
absence of any reliable crop information 
system all estimates are in the nature of 
guesstimates. 

This piece would not seem complete 
without a brief mention about the CCl's 
special scheme for supplying cotton to 
textile mills at pre-determined prices 
round the year. Under this scheme, called 
the ‘CCI godown storage facility’, mills 
can purchase cotton for their requirements 
for any period. They will be required to 
pay a deposit of only 10 per cent of the 
value of the cotton. The cotton so con¬ 
tracted will be transported to the mills' 
godown in the custt^y of CCI and the 
concerned mill can use the cotton by 
taking it out from the godown on a day- 
to-day basis by making payment to the 
CCI for the quantity required for con¬ 
sumption. Mills do not have to block their 
funds for cotton purchased by them 
except the payment of 10 per cent and the 
transportation charges ftom upcountry 
ooities to the mills' godowns. The cor¬ 
poration would however levy carrying 
charges at 2.5 per cent a month pro rata 
on a quarterly basis till the bales are paid 
for and lifted. The scheme has much to 
commend it as it will ensure raw material 
' su{^ies to mills at fixed prices enabling 
,them to plan their production and/or 
export programmes without worrying 
about price fluctuations in the market. 
The CCI will, of course, have to be quite 
selective in extending this facility to mills 
as it can ill-affoid the risk of financing 
economically non-viable units. 


TWENTY YEARS AGO 

EPfV, December 14, 1968 

E M $ Namboodiripad is of course 
right when he alleges that the recent 
amateurish attacks on two police out¬ 
posts in north Kerala have been given 
disproportionate publicity because they 
embarrass his party and his govern¬ 
ment ... What matters really is the fur-| 
ther disarray into which the recent events 
have thrown the communist movement 
in the country and CPI(M) in particular. 
The extremist faction responsible for the 
incidents may be relatively inconsequen¬ 
tial, but the reasons which drove it to 
such a hopeless adventure will continue 
to gnaw at the vitals of CPl(M) and 
CPI... This will go on till such time as 
communist leaders publicly admit what 
they have in practice accepted—that hav¬ 
ing decided to function through the in¬ 
stitutions of a bouraeois democracy their 
parties have lost the will and the capaci¬ 
ty to bring about revolutionary change. 
While they may continue to sustain 
themselves on the class struggle; they can 
have no pretensions of waging it to a 
conclusion. 

* * w 

Even after fifteen years of planning, 
government still tends to formulate 
policies in terms of an unplanned 
economy. Yet another instance of this is 
the finance minister's anxiety to appoint 
acominission to examine the working of 
the commerpial banking system when 
what is really necessary is a commission 
to study the efficiency of the entire struc¬ 
ture of financial institutions from the 
point of view of planned economic 
development... There are many impor¬ 
tant policy issues which cannot be con¬ 
sider^ without appraising the function¬ 
ing of all the financial intermediaries... 
The idea of appointing just a banking 
commission reflects the mentality and at¬ 
titudes of the pre-war era. not those of 
the era of planning. 

it it it 

Government has at last been moved 
into laying down some norms for foreign 
collaboration. These comprise laying 
down of the functions of difletent agen¬ 
cies concerned with the ^tproval process, 
and publication of lists of industries in 
which different types of collaboration 
would be welcome or prohibited, 
together with the maximum rates of 
royalty permissible for different in¬ 
dustries. .. This spelling out of policy 
will simplify decisioru where the terms 
faR witldn permisuble limits. Whether it 
would save precious time in crucial areas 
is a problem of a different dimension. 




STATISTICS 


Vaiiation (per cent) 


Index NuniberM uf Wholrsab* 

Prir«*!» 


1 ntest 

6-.er 

Over 

Over 




(1970-71 - 100) 


Weight 

Week 

l.as( 

I ast 

March In 

In 

In 

In 


(19-11-88) 

Month 

>eai 

26. 1988 87-88 ' ’ 

86-87 

85-86 

84-85 

All Commodities 


loot) 

437.1 

1.0 

6.5 

4.6 10.6 

5.3 

5.7 

7.1 

Primary Articles 


417 

419.6 

0.5 

7/ 

6.6 13.2 

5.2 

2.0 

4.8 

Food Articles 


298 

422 4 

0.1 

12.7 

10.9 n.o 

6.6 

6.8 

6.4 

Non-food Articles 


106 

.372 6 

1.8 

5.8 

■ 4.5 22.9 

6.4 

- 10.2 

2.3 

Fuel, Power, Light and lubricants 


85 

671.3 

— 

5.5 

0.6 6.4 

6.8 

11.9 

2.6 

Manufactured Products 


499 

412.0 

1.8 

6.0 

4.1 9.8 

4.9 

7.2 

6.0 







Variation (pet 

• ccni) 



Coat of Living Index 



1 atest 

Over 

Over 

Over 





Base 

Month 

Last 

Last 

March In 

In 

In 

In 





Month 

Year 

1988 87-88 

86-87 

85-86 

84-85 

For Industrial Workers 

1960 ^ 100 

806’ 

0.8 

8.2 

7.0 9.1 

8.8 

6.5 

6.4 

For Urban Non-Manual Employees 

1984-85 - 100 

136* 

0.7 

7.9 

5.4 9.6 

7.9 

7.9 

8.1 

For Agricultural Labourers 

July 60 to 
June 61 = 100 

710, 

0.7 

(4.0 

7.3 9.8 

4.8 

4.8 

0.2 






Variation (per cent 

in brackets) 


Money and Banking 



I atest 

Over 

Over 

Over 





Unit 

Week 

Last 

last 

March in 

In 

In 

In 




(lg-ll-l98S) 

Month 

Ybar 

25, 1988 87-88 ‘ ' 

86-87 

85-86 

84-85 

Money Supply (.M,) 


Rs crore 

1,79,771 

2,594 

25,546 

17,116 20,870 

21,627 

14.423 

16,058 




(1.5) 

(16.6) 

(10.5) (7.0) 

(18.3) 

(13.9) 

(18.7) 

Net Bank Credit to Government Sectoi 

Rs crore 

96,555 

1,454 

15,267 

12,446 12,652 

12,822 

6,555 

8,445 

Bank Credit to Commercial Sector 


Rs crore 

1,12.952 

474 

14,698 

7,417 10.079 

(0,576 

10.963 

10.809 

Net Fbrei^ Exch Asseu of Banking Sector 

Rs crore 

5.609 

605 

992 

148 673 

1,251 

13 

1.419 

Deposits of Scheduled Commercial Banks 

Rs crore 

1,31.436 

1,151 

19,289 

13,862 I4.8.<i0 

16,723 

13,160 

11,519 





(0.9) 

(17.2) 

(II.8) M4.5) 

(19.6) 

(18.2) 

(19.0) 

Foreign Exchange As.sels** 


Rs crore 

6,315 

538 

398 

972 507 

6(<4 

197 

1,319 






( 6.6) 

(0.8) 

(24.0) 

(28.9) 

Index Nuntbei> of Inilustrial 


Weights 

Latest 

' 






Production 


.Month 

Avetages lor* 

Variation (per cent) 


(1980-81 lOU) 



(April) 



In 

In 

In 

In 




1988 

1988-89 

1987-88 1986-87 1985-86 

1984-85 

1983-84 

General Index 


100.0 

173.7 

172.2 

153.5 

8.9 

8.7 

8.6 

6,7 

Basic Industries 


39.4 




9.4 

6.8 

It.l 

6.0 

Capital Goods Industries 


16.4 




18.2 

10.6 

3.0 

11.7 

Intmmediaie Goods Industries 


20.5 




43 

7.5 

9.7 

9.8 

Consumer Goods Industries 


23.6 




5.3 

12.5 

7.2 

1.6 

Durable Goods 


2.6 




19.5 

18.7 

21.6 

16.1 

Non-Durable Goods 


21.0 




2.6 

11.5 

5.1 

- 0.4 


Note: The index numbers of industrial production by use-based classification are not available beyond March 1987 


Foreign Trade 

Unit 

l.atest 

Cumulative for* 








Month 










(Aug 88) 

1988-89 

1987-88 

1987-88 

1986-87 

1985-86 

1984-85 

1983-84 

Expons 

Rs crore 

1.467 

7,313 

6,125 

15,719 

12,569 

10,895 

11,744 

9,771 






(25.1) 

(15.4) 

(-7.2) 

(20.2) 

(11.0) 

Imports 

Rs crore 

2.289 

10,797 

8.544 

22,343 

20,201 

19,658 

17,134 

15,831 






(10.6) 

(2.8) 

(14.7) 

(8.2) 

(10.8) 

Balance of Trade 

Rs crore 

-822 

-3.484 

2.419 

-6.624 

- 7,632 

8,763 

- 5.390 

6,060 

Employniont Exchange Statisticn 

Unit 

Latest 

Cumulative for* 








Month 










(June 88) 

1988 

1987 

1987 

1986 

1985 

1984 

1983 

Number of Applicants on Live Registers 

Thousand 

29.412 

29,412 

30,524 

30,247 

30.131 

26,270 

24,861 

23.034 

(as at end of period) 





(0.4) 

(14.7) 

(6.0) 

(7.9) 

(16.6) 

Number of Registrations 

Thousand 

628 

2,654 

2,717 

5,465 

5,473 

5,824 

6,220 

6,756 




(-0.2) 

(-6.0) 

(-0.2) 

<~m 

(-6.4) 

(-8.0) 

(15.3) 

Number of Vacancic.s Notified 

Thousand 

50 

292 

301 

621 

616 

683 

707 

827 




(0.8) 

(-10.0) 

(0.8) 

(-10.0) 

(-3.4) 

(-15.5) 

(0.9) 

Number of Placements 

Thousand 

28 

179 

161 

360 

356 

388 

407 

486 




(I.I) 

(-8.2) 

(1.1) 

(-8.2) 

(-4.7) 

(-16.3) 

(2.5) 

Income 

Unit 

1986-87* • 

1985-86*' 

1984-85 

1983-84 

1982-83 

1981-82 

1980-81 

197940* 

Gross Domestic Product (current prices) 

Rs crore 

2.60,584 

2,33,305 

1,90,888 

1,72,704 

1,45,961 

1,30,770 

1,22,226 

95,358 

Gross Domestic Product (1980-81 prices) 

Rs crore 

1,62.326 

l.56/)83 

61,838 

59,541 

55,068 

53.470 

1,22,226 

47,191 

Per Capita Income (1980-81 prices) 

Rupees 

2,975 

2i721 

1,791 

1,781 

1,687 

1,686 

1,627 

664 


■ * For current year upto latest month for which data are available and for corresponding period of last year. 

** Excluding gold and SDRs. 

+ Upto latest month for which data are available. 

+ 4 .Provisional data. 

@ At 1970-71 prices. 

Notes: (1) Superscript numeral denotes- month to which figure relates, e g, superscript' indicates that the figure is for January and so on^ 
_(2) Figures in brackets denote perccnmge variation over previous period.__________________ 
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COMPANIES 


MERDILLIA CHEMICALS 

New Projects 

HEkDlLLIA CHEMICALS has turned in 
better working results for 1987-88 with 
higher levels of production, sales and im¬ 
proved margins. Sales turnover has amoun¬ 
ted to Rs 79.37 crore from the previous year’s 
Rs 70.08 crore Gross profit is up from 
Rs 9.42 crore to Rs 11.43 crore, giving a 
marginally higher.profltability. Net profit is 
also highCT at Rs 5.61 crore (Rs 4.44 crore). 
The directors have maintained dividend at 
21 per cent. In addition, to mark the com¬ 
pletion of 25 years of incorporation, the 
directors have proposed a one time addi* 
tional dividend of 4 per cent. Production of 
saleable products increased by 4 per cent 
over the previous year and several new pro¬ 
duction records were established. Cumene 
production was somewhat lower due to con- 


public sector was commissioned in Cochin 
towards the end of 1987 which resulted in 
a large over capacity of acetone. The phenol 
market however remained reasonably steady. 
A contributory factor however was the fact 
that international prices have risen very 
sharply and it is no longer profitable for 
Indian consumers to buy imported phenol. 
While the company retained its market share 
of diacetone alcohol, it improved its position 
in regm^d to phthalic anhydride, both in the 
local and export markets. This product is 
now well established internationally with 
exports touching 1,282 tonnes valued at 
Rs 96 lakh. The phthalates market con¬ 
tinued to remain weak due to large over 
capacity and periodic shortage of PVC 
re^ns. In the area of specialities, sales of 
alpha methyl styrene, fumaric acid and 
dodecyt phenol were satisfactory and a stable 
market has been established. While the low 
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oxide/higher epoxides (1,S(X) tpa), snd alpha 
methyl styrene (2,700 tpa). The magnetic 
iron oxides project has progressed saUsfac- 
torily. This project is being implemented 
through He^illia Oxides and Electronics, 
incorporated as a new company. Initial civil 
con-struction has commenced at the plant 
site in the backward district of Ratnapri in 
Maharashtra. Funher progress has also been 
made in respect of the 10,000 tpa ethylene 
propylene rubbers project. Development 
work on the S,(XX) tpa joint sector poly¬ 
butenes project with the Maharashtra Petro¬ 
chemicals Corporation U proceeding satis¬ 
factorily. The directors say that the company 
will endeavour to arrange for preferemial 
allotment of the shares of the new com¬ 
panies to the shareholders. 

VAM ORGANIC CHEMICALS 

”* ’ Profitability 

you what NIC CHEMICALS has fared’ 

*87-88. The directors have step- 
ce research *nd from 25 per cent to 30 per 
I comments icrcased from previous year’s 
lonal e to Rs 27.83 crore. However, 

I. icreased only marginally from 

ocio- !l.s 9.19 crore, reflecting a con- 

profit margins. Net profit 
Rs 4.76 crore (Rs 3.58 crore) 
3.04 times cover for the en- 
bution as against 2.92 times 

iny carried out revaluation of 
.gs, plant and machinery to 
writing on replacement cost as on 

nd the resulteni upward valua- 
).46 crore has been credited to 
ntary on q„ reserve. The company Is 
ind the installed capacity for manufac- 
acetate monomer to 20,000 
r friends to mum. Other projects such as 
>f inguiry lamide and nitrocellulose are 
eration. The production and 
inyl acetate emulsions are likely 
:nincantly during the next year 
■ant demand and consumer 


tploybl 


6.89 4.11 

1.07 - 

48.63 175.72 

6.13 5.35 


r recovery of carbon dioxide 
ure of dry ice is currently be^ 
set up with technical know-how from Union 
Construction of Denmark, Commercial 
production' is expected to commence in 
February 1989. Carbon dioxide recovery 
from the pljint will be of very high purity 
and will find application in the soft drink 
industry, foundry industry for core harden¬ 
ing and in welding. Dry ice is used for frpzen 
food preservation, flight catering services, 
ice-cream manufacture, pharmaceuticals, 
hotels and cine industry. 

India Glyqols promoted by the company 
to manufaaure mono ethylene glycol (MEG) 
at a project cost of Rs 87.50 crore is making 
raiMd progress. The plant is expected to be 
commissioned by January 1989. A special 
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bito to the'StMuoholdbn of VAM to sub* 
scribe to the equity of India Olycols on firm 
idlotitient basis was made and the company 
received a good response. 

TITAN WATCHES 

Rapid Indigenisation 

TITAN WATCHES, which completed the 
first fbll year of operations on June 30, 1988, 
sold 3.44 lakh watches. The company emer¬ 
ged as the leading Indian producer of quartz 
analog watches. It made a gross profit of 
Rs 1.18 crore on a turnover of Rs 16.80 crore 
After necessary provisions, there was a net 
profit of Rs 26 lakh. In the previous year, 
the company had shown a net loss of Rs 5 
lakh on a turnover of Rs 2.43 crore. 

The indigenisation of watches has pro- 
Meded well and far exceeds the phased 
manufacturing programme approved by the 
government. Commercial production of 
components commenced in April 1988 and 
by now the bul k of the components are being 
manufactured at Hosur. Technology transfer 
from France Ebauches continues smoothly. 
The progress achieved in the company’s 
mMuHKturing facilities has enabled it to 
negotiate an export scheme with France 
Cbauebe^or watch movements. The com- 
paog’s range of internationaliy styled 
iMtches has been extremely well received and 
ilrill be further augmented and improved in 
ihe course of the current year. The com¬ 
pany's well conceived marketing and sales 
strategics have proved their effectiveness. 
The sales network will be substantially 
expanded in 1988-89. 

The company’s case project is making 
good progress and the unit is expected to 
comment operations in the middle of 1989. 
The project is estimated to cost Rs 22 crore 
and is bring financed partly through internal 
resources and largely through borrowings 
from the International Finance Corporation 
(the equivalent of Rs 8.3S crore in foreign 
currencies) and the Ikmil Nadu Industrial 
Development Corporation (Rs 7 crore). The 
commencement of case production will pro¬ 
vide greater flexibility in responding to 
market preferences, improve quality, reduce 
costs and ease the availability constraints 
which are currently restricting production 
and sales. 

During the current year, the company 
expects to sell substantially more watche.s. 
Hie company’s profitability will partly 
depend on the policies and practices of the 
central government. Delays continue to take 
place in the release of import licences for 
watch cases despite their very poor avul- 
ability in the domestic market and despite 
the fact that the company’s applications for 
such licences accord with the government ap¬ 
proved phased manu&cturing programme. It 
is a matter of regret that high import duties 
(IQS per cent) continue to be imposed on 
watch cases a^ dials, thereby increasing the 
cost of watriin to Indian consumers. The 




directors eontebd that rri^Ctivg j 

policies heed to foe reviewed in the context 
of the high rate of smuggling of watches to 
this country. It is expected that in 1988-89 
about 17 million watches will be bought in 
India of which about half, mostly counter¬ 
feits will be of foreign origin, the street value 
of which could be of the order of Rs 250 
crore. The company’s efforts to extend its 
product range and combat th»e sale of 
popular smuggled models has been ham¬ 
pered by the ban on the import of high 
quality metal bracelets and by the reserva¬ 
tion of watch strap manufacture for the 
small scale .sector despite the fact that such 
straps rcqujre capital investment levels well 
beyond the scope of small scale units. High 
sales taxes imposed by certain states also 
inhibit sales and encourage not only the 
purchase of foreign watches but al.so sales 
tax evasion. The company is actively 
examining a number of projects for expan¬ 
sion and horizontal intergration. Negotia¬ 
tions are continuing with Casio for introduc¬ 
ing a new range of watches. 


SCICI 

Sharp Rise in Loans 
Sanctioned 

THE half yearly results of the Shipping 
Credit and Investmenj Company of India 
Limited (SCICI) for the financial year 
1988-89 show a trend of accelerating loan 
sanctions despite the decline in ship 
acquisitions by Indian ship owners due to 
the very high prices of ships in the inter¬ 
national markets. Foreign currency loans 
sanctioned total Rs 62.58 crore during the 
first six months of the currmt year as against 
Rs 48.18 crore during the sixteen months 
ending March 31, 1988. 

SCICI has set up a financial .services unit. 
Financial Advisory Services Team (FAST). 
FAST offers shipping, Eshing and other 
companies, financial and merchant banking 
services. SCICI has also entered leasing. The 
recent equity issue of Varun Shipping Com¬ 
pany was managed by SCICI alongwith SBI 
Capital Markets and Canbank. SCICI has 
been engaged as merchant banker by ESSAR 
for its current non-convertible debentures 
and prefctence share issues and by Chokhani 
International Limited (Madras dry dock 
project jointly promoted by Chokhani and 
Keppcl Shipya^ of Singapore) as also by 
Bombay Offshore Services Limited (BOSS) 
for their forthcoming equity issues. 

SCICI regards the scope available for joint' 
ventures in deep sea fishing and fish proces¬ 
sing and marketing industries as large, 
judged by the keen inquires received by it 
from overseas sources inrinding from East 
European countries. The offtake of loan 
assistance by both shipping and fishing 
industries is likely to increase when the 
international prices for ships and trawlers 
have stabilised and availability improves. 


oedh. 

other, for £ 15 million with theOrmHion- 
wealth Development Corporation (CDC), 
London. It also raised its first Euro dollv 
loan, arranged by Swiss Bank Ckirporation 
Investment Banking Limited (SBCI), of $ 60 
million. In terms of rupee resources, SCICI 
made its first entry into the domestic bond 
market when it issued government guarantee 
bonds for Rs 20 crore in November. It has 
since received government permission to 
issue 9 per cent tax free bonds for Rs 80 
crore. This issue is likely to come into the 
market during the current month. 




the flrst one for £ 10 milRiM) iMl' 


IN THE CAPITAL MARKET 


Kluithal Bimetals 

KANTHAL BIMETALS INDIA is 
entering the capital market with a public 
issue of 6,00,000 equity shares of R.s 10 
each for cash at par. Out of this, 65,000 
shares will be allotted on a preferential 
ba^s to the ‘employees’ of the company 
while the balance 5,35.0(X> shares will be 
offered to the public for subscription. 

The company is setting up a plant at 
Hosur in Ikmil Nadu for manufacturing 
100 tonnes per annum of thermo bimetal 
strips and other bi- or tri-metal strips for 
use in electrical industries. Commercial 
production is scheduled to begin in 
January 1989. The total project cost is 
Rs 270 lakh out of which Rs 130 lakh 
will be financed by equity share capital 
and the remaining Rs 140 lakh by rupee 
term loans. The company’s foreign col¬ 
laborator, Kanthal AB (Sweden), will 
hold 39.50 per cent of the equity share 
capital; 14.35 per cent will be held by the 
Indian resident directors, their friends 
and relations while the remaining 46.15 
per Cent is proposed to be held fay the 
Indian public (including ‘employees’). 

The foreign collaborator, Kanthal AB 
is a wholly owned subsidiary of the 
Swedish transnational conglomerate 
Kanthal Hoganas. Kanthal Hoganas has 
a SI per cent subsidiary, Hoganas India, 
manufacturing iron powder, as also 
Kanthal India manufacturing resistance 
wires. Kanthal AB is providing teduiical 
know-how and the main plgnt and 
machinery for the present project. 
Kanthal AB has been supplying imported 
thermo bimetal strips to Inda for the last 
20 years. The company will now import 
substitute these products which have 
applications in clerical switdigesus, 
thermostats, starters for fluorescent 
tubes, btttery chargen for automobiles, 
etc. However, the raw mauerfais, cold 
bonded strips, will be imported,' 

The issue opens on December 12J ' 







Calcutta IMiairy 

AM 

The Nehru centeaary should prqvide ample food for thought on 
the contradictions of history. It is because of Jawaharlal Nehru 
that we have a prime minister who honestly thinks there can be 
no higher socialism than the tenets of Reaganomics; it is because 
of Ndiru i^ain that the nation’s current home minister can talk in 
the language of the'gutter and yet believe that he has delivered a 
second Gettysburg address. 


THERE is a great deal to be said, in 
today’s environment, for having a prime 
minister who is incapable of comprehen¬ 
ding the implications of what he states. 
You can thist him to utter home truths, 
or, rather, what, according to his light, are 
home truths. The policy of import sub¬ 
stitution. our prime minister has gone on 
record, is the biggest mistake this nation 
committed in the post-independence 
period; the unadorned tiuth, no round¬ 
aboutness, no qualifying clause such as 
that it was a measure which occasionally 
led us to serious errors and difTiculties; no, 
he was categorical, it has been the nation’s 
biggest mistake. The nation is ot course 
a euphemism; it does not do things on its 
own, things are done on its behalf. In the 
fifteen-odd years following independence, 
it was the nation’s first prime minister, 
Jasraharlal Nehru, who took decisions on 
its behalf. The policy of import substitu¬ 
tion, the lynchpin of the country’s stride 
toward foil-scale industrtaUsation over the 
past forty years, was very much his idea. 
The centenary of his birth has just started 
being celebrated, and with great eclat. 
There are external economies to be taken 
into account: these celebrations will shade 
off into the ruling party’s election cam¬ 
paign. Such considerations did not deter 
the present prime minister. He spoke from 
the bottom of his heart. Had he not been 
the grandson, there could have been no 
question of his occupying the position 
once held by his grandfather or of offering 
perorations on the nation’s economic and 
industrialisation policies. Filial feelings 
should not however interfere with the 
objectivity of judgment. In this case, it 
most decidedly has not. 

The ideologues will perhaps burn up 
inside Some of the non-ideologues, who 
pride themselves for their pragmatism, 
will only worry because; as a novelist like 
Thomas Hardy would have put it, there 
is a season for everything, a season for 
kissing, a season for parting, e season for 
confe^og, a season for brazening it out. 
In an election year, one should not say 
things which go against the grain of 
sodaliim and self-reliance. The png- 
metisU will be embarrassed by the prime 
niiniBter’s staiemeat. They night evn 
mutter at the btirden of the cross they have 


They are the last persons who should 
complain. For, Jawaharlal Nehru's grand¬ 
son is their one and only capital asset. He 
represents the dynasty; given the fact ot 
the Middle Ages being strongly entrenched 
in large parts of the country, what passes 
for the charisma of the dynasty succeeds 
in attracting the necessary votes. That 
ensures the survival of the present political 
frame and the dominance of certain 
classes and groups, to which the prag¬ 
matists belong. These classes and groups 
had never had it so good. It is the dynasty 
which has arranged for their prosperity. 
And among other measures, import sub¬ 
stitution has had a lot to do with the 
affluence they have come to enjoy. There 
need be no fear though. Once import 
substitution is dismantle lock, stock and 
barrel, and traasnational colorations are 
charg^ with the responsibility of manag¬ 
ing the country’s affairs under the new 
dispensation, the altered arrangements 
wilt call for the services of indigenous col¬ 
laborators and handymen. The classes and 
groups constituting the ruling party’s base 
of support will be duly commandeered for 
the purpose. The pattern of industrialisa¬ 
tion will change, and increasingly adapt 
itself to the Latin American model, with 
just this qualitative difference that, unlike 
in Latin America, there would not be any 
export rush in our case. As a related 
development, external borrowings will 
soar; so too the debt service burden. Once 
you have a prime minister who is on first 
name terms with the presideni of the 
United States of America, these can at 
worst be minor irritants, and will not 
cause any major concern. For you may 
rest assui^ he is on Hrst name terms with 
Japan’s prime minister too. 

Only the sticklers for historicism will 
have a minor grumble They will now have 
to witness the phase of comprador 
papitaHqti following the phase of national 
capitalism. The grammar books will be 
falsified; it will cause hurt to the sensiti¬ 
vities of a few delicate souls. Should not 
the wisest thing be to throw out the 
grammar books? History is not parti¬ 
cularly favourably disposed towards 
historidsts. It pursues its own idiosyn¬ 
cratic course, and is fond of jumps and 
qtdrks every now and then. 'Drue; it will 
not deviate from the general law of 
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motion of society, but the context of tinw 
has to be taken into account. Events 
happm diffeently where the Middle Ages 
prevail. A few thousand, or maybe a few 
hundred thousand, industrial plants will 
go to the wall once the prime minister and 
his advisers have their way. millions of 
industrial workers will be thrown off 
emplc^ment, many more millions will not 
have the chance of even entering the 
labour force, conditions of quasi- 
stagnation will further deepen in different 
corners of the country. But such are fric¬ 
tional problems; when one epoch transits 
into another, some segments of society 
have to bear an extra Toad of suffering. 
This will be more than adequately com¬ 
pensated by the gams of the comprador 
classes. You watch the advertisements in 
the sleek magazines and on Doordarshan: 
their era has arrived. 

Their era has arrived, and social tran¬ 
sactions will increasingly bear the im¬ 
primatur of (Aeir civilisation. In the light 
of some recent performances in the Lok 
Stfbha, one or two stray individuiris, 
obviously left-overs from the past, are in 
a pertur^d frame of mind. Th^ are, for 
instance, poring over the credentials of the 
person who currently holds the position 
of union home minister; some of them 
are in fact ashamed that a nation to 
which they belong has to end up with a 
home minister of this background. They 
couid not be more wrong, or more anti- 
historical. They fail to appreciate the 
organic interrelationships which deter¬ 
mine an historical process: because you 
were once wrapped up in Jawaharlal 
Nehru, you now have to accept a Buta 
Singh. The medieval arrangement that is 
India preferred to anoint Nehru. The ctm* 
sequence is the dynasty. The dynasty 
develops its own hegemony of discipline; 
as the jwars roll by. to stay in power, it has 
to participate in assorted games, and lean 
on minions and servitors of all types. It 
is impossible to better Marx’s description 
of this motley crowd: ‘decayed roueT who 
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have MtaHous means of s<ib«i^nenc<^ «ri4 
nieof Hlubiousorigiif, ‘ruined and «d«en' 
tunms offshoots of the bouiieoisie» 
‘vagabonds’, ‘discharged soldiers’, ‘dis¬ 
charged jailbirds’, ‘escaped galley slaves’, 
‘swindlers’, ‘mountebanks’, ‘hziaroni’, 
‘pickpockets’, ‘tricksters’, ‘gamblers’, 
intuiueanttu^f ‘brothel keepers’, ‘porters’, 
UltentP, ‘organ-grinders’, ‘rag-pickers’, 
‘knife grinders’, ‘tinkers’, ‘beggars'. It is 
pointless to complain that this description 
is a Kttie too much; social reality is social 
reality. A dynasty-based system operates 
on its whs; it needs a social base of 
support; the support comes from such 
spedmens as Marx meticulously describes; 
decrepit liieraii, for example, university 
professors or burnt-out poets, are as much 
a part of this base as are procurers and 
professional goons. Throughout the 
month of November, the nation’s capital 
was chock-a-block with the presence of 
these elements who sustain the ruling 
party; it leans on than, and they in turn 
derive their livelihood from it. It should 
not therefore surprise that, sooiwr or later, 
they come to be formally represented on 
the highest echelons of the nation’s 
administration. The level of culture the 
union home minista has provided evidence 
of during his recent performance in the 
Lok Sabha is that of the social base on 
which the dynasty depends; his thoughts 
and modes of expression are, in other 
words, the truest reflection of the state of 
the party which bears the flag of the 
dyi^y. In any epoch, the ideology of the 
ruling classes emerges as the leading 
ideology. The culture of the ruling classes 
does toa It has, in our country. 

It is actually historical determinism 
which is having the last laugh. India, let 
us have the courage to admit, is not much 
of a nation, it is the pretence of a nation. 
The (Hobkm lies not in the heterogeneity 
of iMguage, culture or ethnicity alone; 
there is also the much graver heterogeneity 
of twenty or thirty centuries grappling 
with the need to accommodate one 
another. From the very beginning, it svas 
an implausible arithmetic to match; the 
complexities of management have increa¬ 
sed over the years. The dynasty was 
thought up as a solution of desperation; 
it was, so to say, the lowest common 
denominator in the realm of emotions. 
But the dynasty has its inherent limita¬ 
tions; it can tadcle some difficulties; in the 
process, it gives rire to certain others. The 
dynasty is an ideology which is an 
offshoot of medieval d^; the Fe’ldman 
modd and import-substituting industrial 
growth are post-Octoba 1917 phenomena. 
It it not feasible to combine them. The 
present inime minister’s puzzlement is 
entirely justified. 

The other contradictions in the con¬ 
trived arrangement were also, sooner or 
later, bound to come to the fore. Since 
servitors and minions now provide the 
bulwark of cffeaive support to the 
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'^fmtkty,^ 

shgpe the ruling pwty’s grts rntd ideas. 
From the sophistication of a Jawaharlal 
Nehru to the crudity of a Buta Singh, it 
is a continuum. That is historicity. 

The Nehru centenary has thus a great 
relevance. It should provide ample food 
for thought on the dialectical causation 
of history, and on the contradictions 
which are its staple, it is because of 
Jawaharlal Nehru that we are bequeathed 
with a prime minista who honestly thinks 
thae can be no higher socialism than the 


' Nehru ^ant (hat tba 
home minister can talk in the httguageof 
the gutter and yet is able to ensconce 
himsdf in the belief that he has ddivered 
a second Gettysburg address. As you sow 
so you reap. The nation chose to botn 
crown and canonise JawaharkI Nehru. 
The consequences of that choice will be 
revealed, extensively as well as intensively, 
in the course of the centenary celebra¬ 
tions. Fasten your seat belt, it is going to 
be a long, long year. 


FROM THE IVORY TOWER 
The Riddle of Savings 

Arun Ghosh 


Without denying the importance of the proper deployment of 
savings, it can be asserted that the existing rate of saving is 
nowhere near enough to promote self-sustaining growth of the 
economy. It is important, therefore, to examine why our savings 
have stagnated and what can he done to increase the rate of 
domestic savings to speed up the growth of the economy. 


IT IS a little mystifying, this observed 
behaviour of savings in India. The overall 
rate of savings rose steeply during the 
seventies, and has thereafter been declin¬ 
ing in the first half of the eighties, though 
there is some unevenness in this regard. 
This despite the fact that the GDP has 
been showing steady growth in the first 
half of the eighties, as against much less 
even growth during the seventies. 

These observed facts have been noted 
in this column earlia, and commented on 
by many experts. One view, for a while 
supported by government spokesmen, has 
b^ that India has already reached a rate 
of saving that is adequate for self- 
sustaining growth, that we do not need 
higher savings but more efHcient use of 
our existing rate of savings, that we have 
now reached a plateau insofar as domestic 
savings are concerned. 

That this view is not quite accurate has 
been a theme discussed in these columns 
earlia. It has now been abandoned even 
by the govanment as 1$ apparent from the 
reports that have so far appeared in regard 
to the Ei^th Plan, wherdn the marginal 
rate of saving is proposed to be stepped 
up (though one does not yet know how 
precisely the government proposes to 
do so). 

The inadequacy of our current rate of 
savings has been sharply brought into 
focus by the revised estimates of saving 
and investment brought out by the CSO 
recently, in the White Paper giving the 
New Series of national accounts (as pa 
NAS 1988). Not only has the overall rate 
of saving come down—because of an up¬ 


ward revision in the estimate of the 
GDP—but the net savings rate (that is, 
after allowing for the consumption of 
capital) has been shown to be as little as 
around 12 to 13 per cent of the national 
income. 

The Planning Commission’s concern 
with the gross savings rate (ratha than 
with na savings) has both a positive and 
a negative aspect. On the plus side, it is 
quite correct to say that it is the total 
investment (including replacement of ex-, 
isting assas) which is material, ratha than 
a concept of net investment wherein 
capital consumption is estimated unda 
divase assumptions of the life of assets 
and the replacement cost of assets. On the 
negative side, it has to be noted that in 
modem industry, the rate of obsolescence 
has been increasing at a much faster rate 
than the actual wear and tear of capital 
assets in the process of production, and 
we would be foolish to ignore the problem 
of obsolescence (quite apart from the pro¬ 
blem of a finite physical Ufo of all assets). 
The otha pracdcA difficulty that arises 
is that with the Planning Commission 
treatment pf resources with depreciation 
provision included in the totality plan 
resources, there has been (aO through suc¬ 
cessive five-year plans) a tends^ to 
use up as much of available financial 
resources as possible for ftinding new pro¬ 
jects, with consequential n^lect of the 
maintenance and reptacement of existing 
capital assets. 

The brief point is that one ought to be 
concerned with bmh gross arid mf invtft- 
ment (and saving). And it is in this con- 
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dioush to pibmbtt sdf'SUttRbtiitjgi growth 
of 'tte economy. Thet it not to deny the 
imporunce of the proper (or optimal) 
dtit>loyinent and use of our uvings. The 
latter is important. However, it is equally 
important to examine why our savings 
have stagnated, and what can bt done to 
increase the rate of domestic savings to 
speed up the growth of the economy. 

This, broadly, was the thane discussed 
by a galaxy of experts over a two-day 
seminar organised by the National Insti* 
tute of Public Finance and Policy (at 
Delhi) early in November. This is not a 
report eitha on the papas submitted to 
or the discussions in the seminar, but 
rather an attempt to give a distilled sum¬ 
mary of the issues that emerged. 

A break-up of savings in India shows 
a stea> decline in the rate of savings by 
‘govanment’ during the eighUef; taking 
government administration, a poshive sav^ 
ing in the late seventies hu turned into a 
large deficit (of nearly 2 p« cent of the 
GDP) by the mid-ei^ities. Private cor¬ 
porate savings have been stagnant: and 
household savings (including savings of 
unincorporated enterprises) have con¬ 
tinued to rise even during the eighties. 

But as pointed outby Sukhamoy 
Chakravarty in his opening address at the 
seminar, it would be wTong to run away 
with the idea that a reversal of the trend 
in regard to government savings by itself 
is the only remedy to the problem of rais¬ 
ing the overall rate of saving. We do not 
know enough of (he intai^tions ba- 
ween different macro economic ma^i- 
tudes. An increase in government saving 
achieved riirough higha taxation (or even 
by the elimination of subsidies) may result 
in a corresponding (maybe, even larger) 
decline in household savings. Much would 
depend on Aow government savings are in¬ 
creased. One needs to have, in fact, a ba- 
ta break-up* of savings in India, as also 
the causal relationships baween different 
types of savings and their daerminant 
dements. 

A hi^ly Hgnificant (though preli- 
minaty, and'somewhat incomplete) papa 
by K Krishnamurty and. P D Sharma 
attempted the sort of macro relation¬ 
ships approach suggested by Sukhamoy 
Chakravarty. The papa by K and S 
sought to test diverse hypotheses: of sav¬ 
ings as a function of income; of savings 


'■ hciwetit si^B 

tneht, private corpontibas ind the house¬ 
hold sector), discua^ns kept twinging 
back to the savings behaviour of these 
three sectors separately. Quite understan¬ 
dably. it was agret^ that while taxation 
and subsidies might af^ private savings, 
the steady inaease in the budgetary defidt 
of government needed to be checked, if 
only to provide resources for the infra¬ 
structural investments required for 
growth. Curtailment of both wasteful and 
unproductive government expenditure- 
including expenditure on defence et al— 
therefore is a must; and tire consensus was 
that such expenditure had at least to be 
held constant so that as a percenta^ of 
the GDP, such unproductive expenditure 
may dedine^ without affecting the savings 
of otha sectors directly. 

The most interesting points that 
enwrged in regard to corporate saving 
were twok First, corporate saving has not 
increased (in percostage terms) despite 
diverse concessions like the Dev^pment 
Rebate and Investment AUowanoes. Indeed 
this 'flu sutistically demonstrated by 
K and S, and there was unanimity of 
views among experts that the general en¬ 
vironment was more important for the 
growth of the corporate sector than a 
plethora of tax concessions which have 
demonstrably failed to raise the rate of 
corporate saving. There was, howva, no 
such unanimity of views in regard to what 
constituted a suitable environment. While 
some experts felt that the extant controls, 
labour laws and other restrictimu (by 
government) were responsible for the stag¬ 
nant behaviour of corporate savings. 
mai 9 others felt that the environment vns 
vitia^ by the pervading irruption’ (and 
Iowa ahical standards of the body 
politic). Indeed, it was pointed out by 
some knowledg^le expats that a large 
percoitage of nuance-provided by the 
term-lending financial irutitutions to the 
privq|e sector resulted not in die build-up 
of id^cal assas but in Uning the pockeri 
of the promoters of the projects financed 
(which iireant, in effect, that part of the 
investments recorded in our official 
statistics are entirely fictitious). Controls, 
to the extent,that they also helped to 
increase corruption, were certaiply part of 
the overall environment. Howevei', more 
concessions to big busitress have not 
helped in the past to increase the overaU 


^ of tatring.' and itfefy nek 
hereafta..' i'-' 

The second interesting point thi^.' 
emerged from the seminar was that tire 
debt'.equity ratio in India was much, too 
highf one factor being the concessionaj 
finance beu^ provided to private investois' 
I 9 the term-lending financial institutioi»L 
Indeed, this was cited as one of the fac¬ 
tors that led to a stagnant rate of cor¬ 
porate saving. Institutional finance was 
available to private investors too easily and 
too cheaply; and insofar as intercorporate 
investment is coheaned, this had resulted 
in a Iowa rate of self-financing of 
investment than one would have Beat led 
to expect. 

Though the point I would liUs to mahe. 
at this juncture was not discussed in the- 
seminar, it has tome relevuice to piriicy 
making. The two-fold insistence of 
govenunent in roiaid to investment by U)e 
so-called large housa—namriy, that 
invest mily in the cme sector, a^ that they 
invest only a maximum of 40 pa cent of 
the equityT-togetha with the policy ngu- 
ding the debt : equity ratio at^ the finan-- 
cing of the debt portion by institutiomd 
agencies, has had a result totally different 
from that desired by the authorities whQa 
making these stipulations in the interrist 
of containing the concentration pf 
economic power. Ikke the example of the 
fertiliser industry, wherein large houses 
can enter freely, and wherein the official 
pridng policy ensures a 12 pa cent post 
tax raum on equity (^ual to around 26 
pa cent return on equity). Suppose; now, 
the total investment required to be ^600 
crore for the plant and all ptha facilities 
(though how much of it is really required 
for the build-up of productive assets and 
how much is stashed away by the |hk^ 
moters, in terms of the statement of 
knowledgeable expats, is anybody's 
guess). Unda the formula now ^pU^ 
the debt: equity ratio for the plant would 
be 3:I,\vhi^ implies an equity of Rs ISO 
crore. 40 pa cent of this amount woidd 
be Rs 60 crore; which is the maximum to 
be provided by the promoters. (If 10 pa 
cent of the value of assas is siphoned offi 
it means in effea zero investment by the 
promoters.) The rest of the investment is 
underwritten by the LIC, the UTI, the 
IDBI and other term-lending institutions 
and otha agencies. Though the house¬ 
hold sector may invest in part of the 


as a function of interest rates; of savings 
as 8 futiction Of inflation; of savings, as 
a.functioh of the changiiig terms of trade 
baweoi agriculture aniftbe rest of the 
economy; of savings as a fonction of tax¬ 
ation; etc. ftrtly becmise the fuiretional 
rriationships derived are aggregative—and 
not seaoral or even category-wise— 
K ahd'S wen able to draw <»ily tentative 


(Dri^^ Chaknwty’^ (very appro- 
as to t)re Ihtaconniretton 



Table : Marginal and Average Propensities to Save 


- 

Maiginal 
Propensity 
to Save 

Average 
Propensity 
to Save 

Income 
Elasticity 
to Savinis 

Tbttl houMhold saving 
tM64l to 1979-80 

0.1809 

0.1098 

1.4836 

1980-81 to 1986-87 

0.1S18 

0.1398 

1.0858 

Household financial saving (gross) 
1970-71 to 1979-80 

0.1403 

0.08K) 

1.5780 

19^81 to 1983-86 

0.1500 

0.1141 

1J149 
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equity offend to the market, much of it 
it takm iq> by institutions Uke the LIC and 
the UTi; 

In effect, theiefore, two things have 
happened. An investment of R$ 600 crore 
has been made possible by providing an 
equity of Rs ISO crore only. Secondly, and 
more importantly, with an investment of 
Rs 60 crore, the lanie house concerned 
assumes command over an investment of 
Rs 600 crore, thereby increasing the con¬ 
centration of economic power rather than 
reducing it. 

The lelevance of the above example to 
the present discussion is that government 
poU^, guaranteeing a post tax return of 
12 per cent on equity, allows a low amount 
of corporate saving to gather institutional 
fbumce of a large order. (Incidentally, 
because of the development rebate, the 
post tax return of 12 per cent may yield 
a net return (i e, net of taxes) of up to 26 
per cent on the equity guaranteed by the 
prfeint formula used ^ government.) 

No wonder, therefore, corporate savings 
have remained stagnant. The corporate 
sector does not need huge internal savings 
to finance its growth today. 

But if we are to achieve a si^ificantl) 
higher rate of saving in the Eighth Plan, 
it would be unrealistic to assume a signifi- 
cimt increase in the rate of corporate sav¬ 
ing, no matter what policy changes are 
tetnxluced. One would necessarily have 
to rely m both the government sector and 
the household sector, for the desired 
itauh. As fer as the government is con¬ 
cerned, apart from minimising wasteful 
and unproductive administrative ex^- 
dhuies, one has to look for higher savings 
ftOm government enterprises. Here; again, 
it is not through an increase in prices that 
one should aim at increasing the savings 
rate of government entnpiises; as pointed 
out Sukhamoy C^akravarty, such a 
pblipy mw only hdp to reduce private sav- 
nep, and thereby fail-to raise the overall 
.rate of domestic saving. The way to 
adueve'higher government saving would 
be Iqr way of higher productivity and 
greater efndency in the public sector. 
After all, large amounts of public funds 
are invested in this sector, and it would 
only be reasonable and proper to expect 
su^ investments to yield a reasonable 
return. 

It is in this area that one needs drastic 
change in the ^vironment*. In fact, this 
it one area where less interference and 
intervention by government, and a greats 
aecountttbilUy in the overall sense—in 
terms of performance rather than in terms 
of being required to be answerable on 
detailed operatiomd artd other matters—is 
required. There are examples galore of 
successful govemmerd enterprises even in 
India; what is necessary is to examine 
what has led to their succes^ and what 
Anther needs to be done. Again, there are 
many studies on this subject, especially a 


scries of Ibur reports by Itvf erstwhile ' p«r cent (durthf lMb4il to 
Economic Administmtiou RefMffls Com- '(These data are based on the otdMriesqp 
mission (EARC) headed by the late to 1979-80 and the new series llriNn 

L K Jha over 1983-84. The *whitcwashing' 1980-81, which are not strictly corn- 

reports by subsequent committees are parable, but are nonetheleu hi^ily 

chaff; they tend to evade some crucial nteresting.) Secondly, householda* 

issues pertaining to government respon- marginal propensity to save'in terms <tf 
sibiiity and governmental authority. financial assets (gross) hat gone UR ftam 
Let me not spend more time on this 14 per cent during 1970-71 todSTMO to 
issue, for it has been debated by many IS per cent during 1980-8] to |9fS-l6; 
people in the past, and also ieferied to in In other words, housdiohtf maig l lMJ 
this column earlier. One has to turn to the propensity to save in real assett (wfthoat' 
behaviour of household savings (including any financial counterpart, i c; investment 

savings of unincorporated enterprises) to on the farm, in rural housing, cte) was 
find an answer to the rkidle of savings and near zero (though still positive), during the 
how to increase the overall rate of saving eighties. In yet another paper by Pmm 
in the economy. Vashisht of the NCAER, it was Inter Ma 

Ihie household savings—monetary sav- indicated—on the basis of surveys'con- 

ings by households—have been on the ducted by the NCAER-T^-that there baa 
increase. Who has been responsible for been a shift from fann investments to the 

these savingsl What factors have led to holding of bank deposits in the niml 

the growth of such savings? How can one ateas. 

stimulate the growth of such savings? Let Many issues arise in this context Them 

me restrict myself to the broad discussions has clearly been an increase in saving in 

in the seminar on this complex issue. financial assets in the rural areas as 

In a paper submitted to the seminar, a result of the spread of bantdng. 

Uma Datta Roy Choudhury (UDRC) who Krishnamurty and Sharma find, inter atta, 

has worked out a large number of regies- a narrowing of the propensity differential 
Sion equations in respect of diverse macro between Ihe agriculture sector and the 
magnitudes, found the following highly non-agriculture sector (the propen^y to 
interesting results. 1 quote these results in save in the agriculture sector being tower) 
the table without all the qualifications .in the post-seventies, and they hypothewse 
necessary for comparison of results of two this development to be the result of a 

different sets of data (based on NAS 1987 sharper rise in the saving propensity of the 

and NAS 1988 respectively, for the ‘old agriculture sector following the green 

series’ and the ‘new series* of national revolutio'n. K and S also hypothesise an 

accounts). 1 have reproduced the figures adverse impact on the aggregate saving 
without the qualifications and provisos rate of a movement of the terms of tra^ 
added by UDRC, but a few highly salient in favour of agriculture. Finally. K and S 
points emerge. First, households’ marginal feel that a spread of banking in rural areas 

propensity to save has declined from 18 is. Inter alia, essential for raising the rate 

per cent (during 1960-61 to 1979-80) to IS of saving. 
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not eonctiitfi^ If UDH^'ngtaiiM 
^Mtioins are to be i^ven credence^and 
the fact that the estimates fw the two 
«periods (both internaliy ctHtfistent and 
gintnUy comparable insofar as gross sav¬ 
ings are concerned) are based on two dif¬ 
ferent series (the old and new) is not 
adequate reason for rejecting them—one 
would find the marginal propensity to 
save lower in the eighties than in the two 
decades of the sixties and seventies. What 
is more; while financial savings have gone 
up, doubtless as a result of increased 
banking facilities and the availability of 
diverse instruments of saving, quite 
dearly, the extent of non-finandal savings 
(or savings directly invested without any 
financial intermediation, especially in the 
rural areas) has gone down sharply. (This 
is confirmed by NAS 87.) T4ie interesting 
feature of UDRC’s analysis is that while 
the marginal propensity in respect of 
househod financial savings has gone up, 
that for overall household savings has 
come down during the period 1980-81 to 
1985-86. 

Does saving go up with increasing in¬ 
equality in the distribution of income? If 
one were to believe that income inequality 
has increased all through the period, the 
evidence wopid be inconclusive. The 
household savings rate ipereasad between; 
1960-61 to 1979-80 bbt di^linad or stag-' 
nated over 1980-81 to 1986-87. The 
income elasticity of shviiig, however, was 
1.49 in the first period but only 1.09 in the 
second period. Interestin^y, the income 
elasticity of household financial savings 
(gross) also declined from 1.59 in the first 
period to 1.31 in the duties. Hence, quite 
clearly the increase in flnancial savings has 
been largely at the expense of savings 
invested directly. 

These an issues worth pondering over, 
and the participants at the two-day 
seminar organised by tho NIPFP quite 
understandably felt that more rigorous 
aiudyris, as well as better collection and 
diss^nation of dau are necessary. 

Many other interesting points emerged 
during the seminar. V D LaU found, on 
the basis of a survey conducted by the 
Society for Development Studies that 

(a) sadngs of the informal sector (e g, by 
way of chit hinds, etc) are not covered by 
the existing estimates of saving, and 

(b) dmt there is scope for increased 
mobiUaatkm of riich saving While ^diit 
fundht-^wMA deal vrith curreheyr-do not 
really represent addiUoQal savings but 
men^chculhtionof pattof cummey fbr 
coasiunptioa Joans, that does edst an in¬ 
formal hMias marki^ isrhlcb finaacescon- 
ridbndMa economic activity. The consen¬ 
sus of foe seminar was that tbemobilise- 
dim of such savings may not necessarily 
teadvb^. pdidiffoiMf. savmgs in the 
eoodiBtiii^ ou^^ erilmates of the 
toml^lMMa m^B easy Jnmrom indeed, 

. thKdimg^pBd!^on.of mstriiittents 


does ium: necessaHiy k^ fd einr incieise 
in: ^vhiiis but leads, ih foct. to it diver¬ 
sion of savings from one instrument to 
anothw. 

How does one increase the marginal 
rate of saving? Several ideas were put 
forward. Malcolm Adiseshiah ^reed with 
the author that decentralisation of 
economic activity, micro planning of 
agriculture, and greater authority to the 
panchayats (together with facilitating the 
supply of agro inputs and extension 
through the panchayats) could lead to a 
significant increase in farm investment by 
the small and marginal farmers (in the 
form of direct input of labour for the 
improvement of the farm economy), and 
thereby help to increase the rate of sav¬ 
ing/investment/output. There is need for 
mote studies in this regard, in West Bengal 
in particular, where the experiment has 
been tried, so that there could be greater 
agreement among experts as to the thrust 
to be imparted in the coming years. Here, 
thus, is a clear policy option as an alter¬ 
native to be pursued in the Eighth Plan, 
in lieu of present thrust for centrally 
directed planning in the sixteen agro- 
climatic zones. 

' There was general agreement that 
increased consumerism had been one fac¬ 
tor in the stagnation/decline in the rate 
-rof household saving. Hiis is another area 
which needs careful examination and 
analysis. The NCAER, for example, has 
been pressing forward with the idea that 
increased spending on consumer durables 
has lately helped to keep up economic 
activity over a large area; that people need 
a clear incentive to save, and instruments 
that would stimulate luMr purchases of 
consumer durables would help to raise the 
rate of saving. Since this view also put 

forward, the issue needsTo be analysed on 
the basis of empirical evidence The ques¬ 
tion is: is the wave of consumerism— 
particularly of the elitist variety—which 
is spreading in the country, and which is 
intteed bring given a filiip by the official 
media like television a factor in increas¬ 
ing the rate of saving or the reverse? The 
nuyority of experts folt the latter was the 
case; but the issue clwiy calls for more 
caiefol analytical study. 

Although there hat beat no conclusive 
evidence—even the study by K gtnd S is 
a little tentative on the Issue—it seems that 
the rate of saving in the form of finan¬ 
cial assets has inerriued as a result of in¬ 
flation. Multi-oolUnearity is a well known 
problesn in long-term time series; but 
without working oiit any regression co¬ 
efficients, one can seethe increase in time 
deposits arising flpm rising defldt flnan- 
dbg 1^ gowernmem. But this u essentially 
a bypofoesis; one neecb to know who is 
investing in the htermng volume of 
time deposits. One riro'needs to know 
who the bmefleiaries of government 
expenditUR are. 

In the Anal analytis. ihetefoie, the tria-. 


tionship between inflation and savli^ 
remains indeterminate, notwithiOd^df, 
the analysis by K and S. Their final recom^' 
mendation was that the real rate of ii^ : 
terest needs to be positive in order to en¬ 
courage saving. And yet, they themseive^ 
as well as several others, found that there 
is no correlation between the rate of sav¬ 
ing and the rate of interest. K and S sup- - 
port the Keynesian thesis of savings bring 
a function of income. But in their find 
recommendations they revert to the need 
for a positive real rate of interest as 
necessary for encouraging saving. 

So, what emerges? Malcolm Adiseshiab 
raised the question: why do we want to 
raise the rate of saving in the economy? 
He was while posing*tjiis question, not 
implying that the rate of domestic saving 
in India was already huge enough for sup- , 
porting self sustaining growth; he was 
questioning the wisdom of extracting' 
larger savings from a poor population for. 
financing more and more grandiose (MV)- 
jects. Assuming, however, that we do need 
to raise the rate of saving in the econon^i 
the following points seem to emerge from 
the deliberations of the semingr. First,, 
there is obvious need to step up govern-, 
ment saving in totality, but it needs to be 
done in such a manner as to ensure thSit 
the effort does not adversely affect privmsi 
saving. There is need in this connection 
to study the interrelationships betwem . 
diverse government policies and private . 
saving. Secondly, private corporate saving/ 
does not appear to have increased as si 
result of various tax concessions to 
indusTry purporting to step up corpomn 
saving. One problem here is the genetid 
‘environment’ for industry, thou^ them 
was no consensus as to what precisely 
needs to be done to improve the envirmip. 
ment. Thirdly, insofar as household satr^ 
ing is concerned, it was felt that there was 
no clear evidence as to the past briiaviqur 
or household saving as result of changes 
in the distribution of income. Since the 
overall savings rate hrii to be raised, while 
the Spread of banking services may 
to raise financial saving, steps need to 1^ 
talwn to ensure that direct investments: 
made by households without any flniiui- 
dal intermediation (e g, on the farm) afo 
stepped up. Also, white the multiplicttion 
of instruments of rtnwidai saving qeetf 
not increase the totality of savings, tbom 
may still be scope for raising household 
saving by tapping the ‘informal sector* 
with well designed savings schemes. 
Finally,'there is'obvious need for fortber 
study, as well as for the improvanent of 
the basic data relating to savings io foe 
economy. Hie latter would necessarijy.bie 
a slow, time consuming process. But iMH*^ 
analytical work is necessary on an urgent 
basis, even with the existing data, so tbn' 
there is a better basis for policy prescrip- 
tiotts in regard to increasing tite rate of 
saving, which is in any case hypothesised 
in the Eighth Plan prognostications. 





2623 


ItEPQIrty : ^ ~ 

Privatising'Hig^her Education 

M Shatnigna 

>7%e rivisiott of the decades-old graat-in-aitfcode for schools and 
colleges and the decision to set up an Institute far Professional 
Studies in the private 5«tor constitute two major steps by the 
ifbiugu Desam government to privatise higher education in Andhra 
fhadesh. 


DOMING close on the heels of the setting 
.Up of the state council for higher education, 
the 'Mugu Desam government has taken two 
Bsaior decisions to privatise further higher 
education in the state. The fim is the revi- 
- sipn of the decadei^ld giant-in-aid code for 
■ebools and colleges and the second the set¬ 
ting up an Institute for Professional Studies 
hs the private sector with government sup¬ 
port. Whereas the code was redesigned by 
dw government itself, the report on the in¬ 
stitute was prepared ^ a section of educa¬ 
tionists in the state. 

According to the Andhra Pradesh Private 
JMucaiional Institutions Orant-in-aid 
(llegulation) Ordinance 198S, all colleges 
started after Much 1. 1983 and all institu- 
tiw other than colleges started after 
September 1, 1985 are not eligible for any 
. gragt-in-aid. (According to the evlier code; 
boss' coUeges with five yeus standing and 
; Sbls' colleges with three years standing were 
eKjpble for grant-in-aid.) The new ordinance 
is in conformity with the recommendations 
of the 1986 vice-chancellots* committee 
report whew it was suggested that sidrsidised 
higher education should be limited to the 
' “ittOM intdligent” studentt and that the less 
ptofldent should seek "distance education”. 
Hw second recominendation of the VCs’ 
nqmrt that the state should not start nw ool- 
ie^ dll the end of the present century is 
also implicit in the ordinance The new code 
iiitomadcally encourages and promotes 
private education with all Us ugly featured 

About the Institute for Professional 
.Studies, the state goverrunent had last 
year set up a committee headed by K Ram- 
Irlshna Rao, vice-chancellor, Andhra 
.University, to suggest measures to ‘En¬ 
courage private initiative in starting profes- 
. stonal educational institutions of hiih dan- 
dard" hi the state as 'the' available state 
resources are inadequate to meet the ever- 
increasing demand for higher educatltm in 
general ^ professional education ha par* 
ticuiar”. Among the terms of the comndl^;. 
iw; the moat important were: (1> to tugged ' 
speitilic measures of enlittiiig flnandal tup- 
poft hom inivaie industry (and government- 
, ipn enterpriws) for funiUng the pn^osed 
' CHitie and runniag h: (2) to eninlhe ^ 
.feasibility of raising ihes to as to provide far 
' a huger flow of inewne to the institutkii 
. fiom the student eoainuinit]r, (3) to dsamine 
-the postibflhy of collecting development. 


fees, and pankularly to go into the ques¬ 
tion of how thiacan be done without relaxa¬ 
tion of the ban on the capitation fees; (4) to 
suggest the method of admission to these 
institutions and In particular to enmine how 
far, apart from the entrance test, methods 
of determining, aptitude of those seeking ad¬ 
mission can be evolved. The terms also state 
that the institute shall be a "self-financing” 
venture. The 70 page rqiort* signed by the 
six-member committee including two vice- 
chancellors. one retired director of higher 
education, one principal of a regioiul 
engineering college, a professional doctor 
serving as commissioner for health services 
and a civil service bureaucrat,, is a telling 
commentary of the members’ commitment 
to academic freedom, fair-play and egali¬ 
tarianism. Some excerpts from die report are 
worth quoting: 

Our socialist rhetoric has led to unrealistic 
expectations of state help and social security. 
In the Held of education, people have come 
to expect the state to uke the total respon¬ 
sibility, Icadiiig to less and less pcnonal e^ort 
and private support. The consequence is 
near-total subridlsation of education. Even 
privately managed educational institutions 
now depend abnost entirely on government 
support. Private initiative in educational 
enterprise hat come to no iDore than obtain¬ 
ing the necessary sanctions for starting new 
institutions with Httie involvement in resource 
mobilisation. Almost every student in higher 
education expects a scholarship that would 
not only pro^e for his tuition but also for 
his mainteiuuica A sighifleant number of 
students have become so habituated to 
receive support thauhqr arc more inefined 
to continue in eoll^ movihg from 
course to anothre for as I 014 at possible; 
rather than to get out into the woiM and con¬ 
tribute to national devdopment. Thus high 
subsidy in a sente acts as disincentive tor 
bciBOii^ sdf-reliBnt.'kiilt ftetaOnal initiative 
and condMont the studnita to a state of 
dependence; Ac hi eve m en t eaotivation, so 
essential far entrepesneutid sueeess cannot 
be promoted. tn< an envi ro n m e n t of highly 
mAaiiit—«t In oountlies Uv 

India where Itigher education h fd heavihr 
subsidised as to make it ahnost liteA privale 
' returns'(benefits to indhliliials) an, con- 
eidetddy Mgher than social retunei (bensfhs 
to sode^ It Is also the case dsti people vdw 
benefit ftom hlgidy sidniiued MhcreduciiF 
liott largely come from rtiaiiiveiy.alllMiti 
femilles. Thus there is Uhireat social In* 


equality involved and less than good Justifi¬ 
cation for heavy subsidy in higher education. 

In fact therS is truth in the obse r v at io n that 
highly subsidised higher education it atom 
of nploiting the poor to benefit the rich. 
Much of national income in devtioping 
countries comes from imibcet taxes. Poor 
contribute more to indirect taxes. It is this 
money that goes into subsiditing higher 
education which is etijoyed more; as pointed 
out above, by those who are economically 
and socially better placed in our society than 
the less fortunate ones. 

Private initiative in higher education can 
alto be promoted by eating restrictions on 
privately run colleges and appointntem of 
teachers. The emphasis should be on a decen¬ 
tralised system that would allow for greater 
mobilisation of local resources for education. 
If the state Is unabte to finance higher educa¬ 
tion on its own, it would not a(q>ear to be 
a wrong thing to allow private citixens to set 
up and.run educattonal institutions. 

Therefore as a first step we may consider 
charging higher tuition fee in the quality 
institutions that may be started in future. 
Experience shows that there it likely to be 
less resistance to higher tuition fees in select 
institutions and for courses that have high 
potential for employment. Private engineer¬ 
ing colleges are a case in point. There are, 
for example, 161 private en^neering colleges 
in the country which charge either capilation 
or a considerably higher tuition fees than In 
the government and univertity run collegct. 

Thus the committee not only legitimise 
private sector involvanem in higher ‘quality’ 
educatitm but also absolves the government 
of any respopsibility in the field of educa¬ 
tion. This position is also contrary to the 
various oidlnanites and acts NTR had pro- 
mulgmed ’banning' c^riution fees over the 
years. 

How to impqrt ‘quality’ education in the 
private sector'l The Rao Ctmimittce had 
appointed three sub-committees to suggest 
the formation of a silhool each of (1) engi¬ 
neering; (2) management, and (3) medidna 
The sub-committees did a meticulous job, 
espedally in dealing with ‘resource mobi¬ 
lisation. The tub-cdmmitteeon engineering 
estimated that a sum of Rs 20.00 crore it 
required for the establishment of an engi- 
ncering ctrilege urith an attached industrial 
complex where the students will be trained. 
Spi^ over six ditciplinet, vis, building, 
science and aiehitect^ production and 
industrial engbteeriiv, industrial deetranks 
and instnunentation, electronics end com* 
munioatipn ehgineii^, opmputer cngintcr- 
ing and priming technology, ad m i s ri o ii to 
the coO^ would be rmtrimed :|o 300 
students anlnlafl)^ About tdectibn, apart. 
fiom tbe.ociming eminnoe t^ tite student 

r^fbe CmmMtt 00 JtMibdiklHfrm 
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ciimileRnc^ 

was bifek) o|i.NovcmtM!r 7 at Daimianagir. 
Wtauc.Shaniili, a doctor at Dt^uri civil 
hospital in Punjab, returned aflo’ attending 
the tonference, Sodhi stayed on in Bihar as 
he desired to visit some villages. When he 
talked to Ar jun Singh, convenor of the Lok 
Sangnun Morcha conference, about his 
desire, Singh arranged to send him to 
Azamtngha. This was how he came to 
Azambigha. 

As Aiharjeet Singh Sodlu came cmt hearing 
the gunshots, he was immediately arrested 
by the police which is nothing unusual con¬ 
sidering that the police in Bihar has been in 
the habit of arresring Sikhs on this or that 
pretext Only on November 4, eight Sikhs, 
including two senior officers of the Delhi 
Construction Corporation, were arrested 
from Fraser Road, Patna, on the suspicion 
of being Khalistanis. (A4of them were later 
released the same day as they were found 
innocent) 

The arrest of Sodhi from Jehanabad 
however provided the Bihar police, which 
has been propogating for quite some time 
that the ‘extremists' had liitks with tarorists, 
with a ready weapon to denigrate the pea- 
sent movement in Bihar which has been 
gaining momentum with »ch passing day. 
It is significant that though DGP Qureshi 
claimed that Sodhi had strong Khalistani 
links, the FIR filed by the DSP after his 
arrest, as the Peoples Union for Civil Liber¬ 
ties (PUCL) has pointed out in its report, 
“made no mention of such links”. The 
PUCL strongly critised the DOP for 
deliberately “misleading” the people and 
said that “he deserves to be condemned in 
the strongest terms”. Though a police party 
has come frmn Punjab and is currently inter¬ 
rogating Sodhi to ascertain if he has any 
terrorist links, nmhing has been divulged 
the police about this till the time of writing. 

Contractor's Drama 

Equally distorted was the story of the 
other encounter at Fantith, as narrated 
by Qureshi at the press conference on 
November 16. Qureshi had claimed that the 
encounter at Pantith ensued when the 
alleged extremists hurled a bomb at the 
polioe camp and tried to snatch rifles from 
fiw ppiicemen. But the non-oftkial v^on 
of tte inddent, provided by the IPF, PUCL, 
poHtkans and activisa who visited ^tidi, 
totally tSsoouna the polioe versiom The non- 
offleia] version contends that the nmtith 
Uffiogs wne not a qipntanMus incident but 
a pteiaaditaiied act of violehce perpetrated 
on buiddHid villagers. 

VUtaigs'Fhntith is situated oothobankof 
rivqr Pfi^Hiti. On die river .bank la the 
vais||i A^areiivo adjacent tenqdtt. Every 
year fbio are haM at the temple site^ 
lachidflig fpb^a the ooGa^ion of the 0diatt 


' vetkdori at the fairs. The cdntraoor also used 
to run a liquor shop and a gambling house 
at the fairs. 

As the Bihar Pradesh Kisan Sabha 
(BPKS), a constituent of the iPF became 
active in the area and organised villagers, the 
latter began protesting against the opening 
of the liquor shop and the gambhng house 
at the fairs. The villagers also raised the 
demand to end the fair-contract system in 
order to develop the temple site. Under the 
contract system all the income from collec¬ 
tion of tolls and fees went to the contractor. 
The villagers wanted to end this system and 
in its place they demanded formation of a 
villagers* committer to look after the 
organisation of the fairs, to collect the tolls 
and fees and use the proceeds to repair the 
dilapidated temple buildings. 

For several years, one Brijmohan Sharma 
of vill^e Pantith had come to monopolise 
the fair contracts. Last year the determined 
villagers had prevented Sharma’s henchmen 
from collecting money from the vendors at 
the fairs. This had enraged Sharma who was 
determined to teach the villagers a lesson. 
So this year he first threatened the villagers 
with dire consequences through his hench¬ 
men. But this did not work and the villagers, 
organised under the banner of BPKS and 
IPF, set up a camp at the sun temple and 
began requesting the vendors not to pay 
anything to Sharma's men. Some villagers 
also began patrolling the fair to ensure that 
no vendor was harassed by Sharma’s men. 
The police also set up a camp barely 8 feet 
from the BPKS camp. 

As tension mounteiL the circle officer of 
Kurtha, Brij Rai, went to the BPKS camp 
to help chalk out a settlement between tire 
villagers and the contractor. He assured the 
villagers that the fair contract system would 
be abolished from the next year and all the 
arrangements concerning the fair would be 
looked after by the local people and the 
administration. He had also accepted the 
villagers’ demand to repair the temples and 
to provide water and lining facilities at the 
temple. Accordingly BPKS activisu retreated 
to their camp. 

According to eyewitnesses everything was 
normal on the night of the ISth when sud¬ 
denly the stillness of nddnight was broken 


by the explosion of two powerful crackers 
at the police camp followed by Bring from 
the police camp at the BPKS camp. Three 
people at the BPKS camp instantly died and 
three others were injured. The festive 
atmosphere was replaced by one of grief and 
fear as the policemen went on a rampage 
putting off the lights at the fair and chasiiig 
away the villagers from the temple site tv 
Bring in the air. Jabir Hussain, a former 
minister, and Laiu \hdav, the leader of the 
opposition in the state assembly, both of Lok 
Dal, who visited Pantith on November 20. 
were told by an eyewitness that the fair con¬ 
tractor Brijmohan Sharma was present at 
the police camp when the police opened Bre 
at the BPKS camp. 

The next morning, on November 16, the 
police declared the deceased to be ‘extre¬ 
mists’ who were killed in an encounter with 
the police when they hurled bombs at the 
police camp and attacked it. it declared the 
deceased as ‘unidentified* and their bodies 
as ‘lawaris’ (unclaimed) and cremated them, 
though the three men had delivered speedies 
and sung songs at the camp in the day. In 
the evening the DGP, (Qureshi, came out with 
his twin-encounter theory at the press con¬ 
ference in Patna. 

The IPF and the Lok Dal leaders, Hussain 
and Yadav, alleged that the Panthh killings 
were the result of the collusion of Bijiihohan 
Sharma, the contractor, the Kurtha-Karpi 
circle officer Brijraj Rai, the DSP Rajdeo 
Singh, the mukhiya of Narhi pandtayat, 
under which the Pantith village lies (all 
Bhumihar by caste) to crush the determined 
villagers who were opposing the evils of the 
contractor and tire pro-feudal attitude of the 
local bureaucracy. It may be mentkMed here 
that the DSP, Rajdeo Kngh. has acquired 
notoriety for letting loose a reign of terror 
in the area in collusion with criminals and 
vested interests. The IPF has in fact been 
openly alle^ng the hand of Rajdeo Singh 
behind the Nonhi-Nagwan massacre and the 
killing of K N Choudhary, the officor-in- 
charge of Jehanabad police station. 

The IPF has decided to install a ‘eaheed 
smarak* in the memory of thoM killed at 
village Pantith. It has alro launched an agita¬ 
tion demanding a judicial enquiry into the 
Pantith police Bring. 
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woitld undergo an aptitude test. Thosewho 
get selected but could not pay the fees would 
be provided with loans from bpnks. Though 
reservations as per rules are to be imple¬ 
mented, it is not clear whether the ‘reserved' 
candidates would pay from their pocket or 
the government would pay. “To maintain the 
higher quality of education”, a sum of 
Rs 15,000 was recommended as the annual 
tuition fees, subject to revision every three 
years. It would be a Hve-year course, where 
a student spends about two hours daily in 
industry for which he would be paid. 
Persons of eminence would join the faculty 
where the average salary of a teacher would 
be Rs 5,000 per month. The pay structure 
would be open ended and employment 
would be on contractual basis. The sub¬ 
committee; which went into the question of 
finances very minutely recommended the 
contribution of Rs 1 crore as equity to the 
industrial complex from government funds. 

The school of management would offer 
a five-year MBA course. It would also offer 
consultancy services. With an annual intake 
of 250, each .student would pay a tuition fees 
of Rs 15,000 per annum. Since the school 
^Mould be residential, the student would pay 
separauly for boarding, and lodging. Here 
a professor would be paid not less than 
Rs 10,000 per pionth as salary. Additionally 
Iw would be allowed to offer private con¬ 
sultancy. The sub-committe estimated that 
a sum of Rs 2.50 crore would be needed for 
the building, library, etc. It had asked for 
200 acres of government land free of cost 


fi»r the maiwgament complex. - 
Uke the abovt^ sciuxds. the school of 
medicine would of^ a five-year MBBS 
course and a BSc. nursing course It would 
have a 500-bad general hospital and a special 
hospital. The general hospital would be used 
for ^cUnical’ purposes and the pttients would 
get ‘free* treatment. The special hospital 
would be a ’paying’ one from which the 
school could earn some money. The recur¬ 
ring Otpenditure on the school would be 
Rs 2.5 crore and the non-recurring expen¬ 
diture Rs 20 crore. The tuition fees would 
be fixed at Rs 20,000 per annum. Unlike in 
the case of the other two schools, no details 
ate gben about the break-up of expenditure: 
But It can be assumed that the teaching 
faculty would have a salary structure on the 
lines suggested by the sub-committee on the 
school of management. Additionally they 
would be allowed to have private pnuxice, 
“without distuibing” the teaching schedule 
Understandably the report pleads for the 
partidpatkm of non-tesident Indians (NRIs) 
in the teaching programme and suggests that 
the Iiutitute of Professional Studies offers 
a golden opportunity for them to extend 
their support. 

Fosiscript: Inaugurating the State Develop¬ 
ment Board meeting on education on 
November II, NTR announced that 600 
acres of govonment land would be provided 
to the Institute free of cost. He also said that 
the state government would not fund any 
new institution that may come up in the field 
of higher education in future. 


‘Encounters’ That Never Were 

Indu Bharti 


Two ^encounters’, which according to Bihar’s dtector-general of 
police istablished the links between ’actremists’ in the state and 
’terrorists’, prove, on closer investigation, to have been not 
’encounters’ at all. 


ON November 16, the Director Oenetal of 
Police, Bihar, J M Qureshi informed a 
hurriedly called press conference at Patna 
that tluM ‘extremists’ had been killed and 
a ‘Sikh terrorist* arrested in two ‘encounters’ 
with the police in Azambigha and Fantith 
villages under Karpi police station of 
Jehanabad district. According to the DGP, 
the Encounter’ at Pantith took place whea 
the extremists hurled a bomb at the police 
camp near a temple in the village; while the 
^encounter’ at Azambigha follo^ amid by 
the police party. 

The arrested Sikh youth, latertenwrt as 
a‘Sikh terrorist’by the state adfniiusKgjiQn, 
had a Canadian driving liccifiitgad iumti- 
fled himself, Qureshi saidjui Bg djimrjcct 
Singh Sodhi, son of Singh 

Sodhl of vill^e Bhaura of district 
of Punjab: Sodhi was arrested tuong with 25 
other villagers who had provided shdter to 
him. A rifle of .303 bore and live catridges, 
some of these made in Pakistan, a copy of 


Bhishma Sahani’s noted novel Tbmas and 
some literature of the Mremist groups 
Mazdoor Kisan Sangram Samiti (MKSS) 
were also seized from them, Qureshi said, 
and went on to claim that the arrest of the 
‘Sikh terrorist’ proved for the first time that 
the ‘extremisu’ of BUiar had ‘international 
linkage?. 

/On November. 17 all the newspapers fiom 
Patna promptly published Qurei^’t diatribe 
on their front pages, without bothering to 
enquire how much truth it had bdiind it. 
The Hindustan Times, Patna, took the tead 
and informed its readm tinongh a dXwraid 
long inttoductory paragr^^ that “For the 
first time the invtdvement of for eign t rained 
terrorists and assistance firon Ll^ to the 
extremists of some distrktt in centminhar 
has come to light with the killing of three 
extremisu and arrest of a Skh tarrarist 
Amarjeet Singh and 22 others in two en¬ 
counters with the police in Azambigha and 
Pantith viliaaes and under Karid pohee 


station of Jehaifbhad dislrict yesteidiQf’' 

Qureshi thus iUccaeded In plantiag an 
insinuation and propagating a canard 
against the peasant movement going on in 
central Bihar. However, as the activists, 
pdidcians and journalists returned fiom the 
visit to the two villages and some of the 
other newspapers pubtisjied thor version of 
the two alleged encom|ters the calumny 
implicit in DCFs version became explicit 
enough. 

What had actually happened at Azainbigha, 
as the local people said, was that the police 
raided the village on a tip off that the paddy 
crop of a Mahanth was to be forcibly 
harvested on that night. When it ftound 
nothing of that sort happening it began 
knocking on the doors of the villagers and 
arresting them. Some of those arrested in 
fact do not belong to Azambigha. Thus 
Brajendra Sngh (age 24, village Madheptira) 
was arreued near Devkund Pokhra which is 
far away fiom Azambigha. Rajbachan Singh 
(age 40, village Ratanpur) was arrested near 
Azambigha while returning after visiting a 
friend at village Kamat. Rambali Singh 
(age 30, village Puihara) who runs a ready¬ 
made garments shop at village Devkund had 
come to a frioid’s home to have the ‘prasad’ 
of Chhath puja, the sacred and popular 
festival of Bihar which has celebrated this 
year on November 15 and 16. Buta Manjhi 
(age 30, village Bausatand) had also come 
to Azambigha to have the ‘prasad’. Baijnath 
Sao (age 24, also of Bausaund) had came 
to sell spices at Azambigha. 

As the ‘raid’ vns under way at the village; 
Amarjeet Singh Sodhi, the alleged ‘Sikh 
terrorist’, came out of the house in which 
he was sleqiing and was immediately arres¬ 
ted by thepoUce and given a severe thrash¬ 
ing. The next day the DGP claimed that 
Sodhi was a ‘Khi^stani terrorist’ and had 
come to Jdianabad to impart military train¬ 
ing to the extremists of Bihar. 

The fiwt, however, is that Amarjeet Singh 
was associitted with Inquilabi Itodra, an 
organisation known for iu anti-K h ali ri a n i 
sumd and headed by the famous writer, 
Cutuiharan Singh, who publidy stated this 
fact The PuajA Sahitya Sabha, another 
organisation opposing terrorism, also des¬ 
cribe# S 9 W as a peace-loving man. Sodhi 
had a»«mnal caw against him nor was 
he ever accused in any caw in the past His 
elder brother Nagdeo Singh is an engineer 
in Canada and it was with him that Sodhi,. 
along with hit parents, had gone to Canada 
in 1981. Sodhi Md the correqwndem of 
JanaaMcti, alocaldaily of theCPI, thathe 
had studied in a s^ool in Edmonton in 
Canada for two yean and it was during bis 
stay hi Canada that he had obtained the 
Canadian driving Ucenca 

After returning fiom Canada on April 29 
last. Sodhi became aseodated wl^. the 
Inqurinbi Kndra. He had come to ramr to 
partic^Mte fai the conSsience of 'tw Lok 
Sangram Morcha as dm repiesentntive of 
Inquihdii Kendra dong with Darshan M 
Kbaim eriw was a nieadMc of Pi»4rt> iiMie 
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Irtie ‘Other Epidemics 

Bhant Doi^ni 


Whih the gastro-enteriUs and cholera epidemic in Delhi had been 
in nem headlines for some time, equally and even more serious 
outbteaks of epidanics, mainly among undernourished and 
malnourished sections of people having poor access to housing, 
sanitation and medicare, have not retxived due attention. 


THE outbreak of epidemics in a part of 
Sabarkantha district of Gujarat, the 
villages of Barmer district in Rajasthan, 
and in some other danger-rones merit 
attention. 

Sabarkaniha 

A very large number of people died in 
Khedbrahma taiuka of Sabarkantha 
district, Gujarat, during the period Juiy- 
September this year. Three voluntary 
organisations working in this area— 
Disha, Manav Kalyan Ttust' and New 
Pragati Yiirak Mandat—have painstak¬ 
ingly worked together to prepare a report 
(entitled ‘The Diseased and the DeadO on 
this tragedy. Alt the deaths have been 
recorded by name, age, village and date 
of death. In addition the relevant census 
data for the area is given so that it is pos¬ 
sible to find out the death rate Detailed 
information on factors closely related to 
the epidemic, such as the distance of the 
nearest government medicare centre, has 
also been made available. Finally, infor¬ 
mation, generally ignored in studies con¬ 
cerned with health aspects, which is ex¬ 
tremely important from the point of view 
of the victims of disea.se and their families 
—namely the financial problems and in¬ 
debtedness faced in the course of the treat¬ 
ment of the disease—has been provided. 
In the near future this indebtedness will 
further reduce their access to minimum 
nutrition norms and other basic needs, 
thereby further increasing their suscep¬ 
tibility to disease and an untimely death. 

In 78 out of 132 villages of Khedbrahma 
taiuka, for which this study was made, 861 
people died in the period mid-June to 
mid-Sq>tember. While all 861 deaths have 
been recorded in this study, the analysis 
has been made for 691 deaths as the other 
deaths were recorded later. The popula¬ 
tion of these villages is 69,923. Hence, 
over one per cent of the population of 
these villages perished within about 3 
months, in almost all cases, after ediibit* 
ing symptoms of vomiting, diarrhoea or 
fever. ^11 over half of these deaths were 
concentrated during the peak one-month 
period of August 14 to ^ttmber 13. In 
2$ Ullages where the death rttte was the 
highest, 431 persons died in a period of 
3 months whBe 264 persons dM during 


just one month (the peak period of mid- 
August to mid-^ptember). 

In this region, villages are spread over 
a very wide area, and people do not im¬ 
mediately register birtlu and deaths in the 
gram panchayats. Due to these reasons, 
it is possible that several other deaths that 
took place during the period under study 
have not yet come to light. 

Three years of consecutive drought 
preceded this tragedy and the lack of 
nutritive food had decreased the resistance 
of the people against disease. The highest 
number of deaths were recorded among 
children. Out of 691 deaths, 386 were of 
children upto five years of age, while 87 
were in the age group S-IS. Only 61 deaths 
were in age group of over 43..The high 
incidence of death among children has 
been reported despite the good coverage, 
at least on paper, of the area by the 
Integrated Child Development Scheme 
(ICDS). Almost every village has been 
covered under ICDS. Similarly, at least on 
paper, the government meiiical network 
covers the entire area. 

Commenting on this the study says 
"Despite the fact that the entire popula¬ 
tion of the area is covered by medical 
facilities, almost every village has an ICDS 
centre and the district health administra¬ 
tion has an immunisation programme; the 
information regarding the spread of 
epidemic and deaths does not seem to 
have leKhed the district health authorities 
and even If it had reached, the authorities 
did not provide any m^ical relief till 
September 26, I9M. This shows the 
callous attitude of the administration 
towards these poor peopte. It also raises 
the quntion for whom these wvices are 
meant for.” More specifically “the 
absence of doctors, the distance involved 
in availing the medical facilities, the 
attitude of the health staff towards people 
and the inaction of the district administra¬ 
tion to take immediate steps in such a 
situation” have led to the high number of 
deaths. The further the distance of 
medical services the higho' was the death 
rate; 23 of the 78 vil^es have medical 
facilities in the village; People of 34 
viEages have to walk upto S km to avail 
of medical facilities, while the people of 
21 villates have to walk over S km. 


When the deaths were first brought to 
the notice of the district administration 
by these voluntary agencies, its immediate 
response was not to start relief work on 
the scale needed but to issue denials. Till 
the writing of this study, no MLA of this 
area had visited the epidemic-affected 
villages. 

During the height of the epidemic in the 
area, the health administration had left 
the entire population at the mercy of 
private doctors. So people had to take 
loans oh high interest rates, had to mort-' 
gage their ornaments, had to pledge their 
future crops or had to sell their animals 
as'well as meagre stocks of pulses. AU this 
will lead to further impoverishment, 
hunger and malnutrition in the future; 
What is worse, a lot of this borrowed 
money flowed to mercenary quacks who 
were most unlikely to have provided 
proper treatment. 

In its recommendation, the study had 
demanded an inquiry into the delay in 
prm'iding medicate to the victims, im¬ 
provement in the existing medicare and 
action against mercenary quacks. 

Barmer 

In early May this writer visited Sava a 
roadside village in Chauhatan tehsil of, 
Barmer district, Rajasthan, which with a 
population of around 2,700, had recorded 
64 deaths in a short period, October 1987- 
January 1988. In other words, 2.3 per cent 
of the village population was wiped out 
within a period of four months despite the 
good accessibility of the village by motor 
transport. For nearly 120 days, deaths 
took place in this moderate size village at 
the average rate of one death per two days. 
If we consider only the hamlets of the 
poorer sections of population, the fre¬ 
quency and rate of death were even higho-. 
All of these deaths have been ofncially 
recorded by a medical team which later 
visited this village and carried out a 
detailed survey. 

This team found that under-nutrition 
and malnutrition played an important 
part in causing these deaths. Most of the 
people were subsisting only on rod and 
chillies. Whereas a normal adult here 
needs about 2,400 calories in a day, a 
typical person of this village was getting 
only 1,300 to 1,400 calories. A survey of 
families where one or more deaths had 
been recorded during this period revealed 
that children below ten years of age were 
found to be suffiering from florid scurvy 
and Vitamin-A deficiency. In general, 
children suffered from protein-calorie 
malnutrition, Vitamin-A defidency and 
anaemia. 

Those who died had earlier suffered 
from dysentery and breathing problems. 
Fhmilies drawing water from a particular 
well suffered ten deaths. 
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deaths in du'age group of &-9 
18 deaths in the age-group 10-49 
and 16 deaths in the age-group of 
50 years. 

;The maximum number of deaths took 
:.|riKe among the poorest—Muslim and 
.idieduled caste families. Their houses are 
Very small, and it is difficult to check the 
tpr^ of infections in such congested 
diwUings. 

: Almost total crop failure in three years 
of drought had left the people physically 
and economically exhausted. Their 
animals—cows, sheep, goats and camels 
—have perished in large numbers. Nearly 
20 per cent of the villagers have migrated. 

The rapidly deteriorating condition here 
was checked by a belated but well- 
organised medicare and nutrition effort 
which was doing good work at the time 
of our visit. Wr learnt that a medical 
survey team had given advance warning 
of likely mortality in the village if timely 
steps were not taken, but this warning was 
.not heeded at the right time. 

A village further away from the road 
that we visited was POonjasar. Here tlic 
disruption of life and livelihood was much 
the same as in Sava, except that unlike in 
Sava, effective medicare-cum-nutrition 
Help had not yet come to the rescue of 
helpless villagers. In this village of about 
200 families, according to rough estimates 
given by villagers, nearly 50 deaths had 
already taken place in the first four 
months of this year (but unlike in the case 
of Sava, these deaths were not recorded 
and so can only be treated as a rough 
approximation). Domestic animals had 
dM in large numbers. Only one camel 
survived. Nearly 200 persons had gone out 
in search of work. About 50 persons were 
ht present ill in their homes, the villagers 
said, but no medicare was available to 
them. Asked about the nature of illness, 
the villagers said there were mainly two 
oonqilaints—vomiting and diarrhoea or 
malaria-like fever. An extreme manifesta¬ 
tion of malnutrition was in the swelling 
of gums due to which food, even when 
avaUabk^ could not be chewed properly. 
Due to extreme shortage of wheat, the 
people had to satisfy their pangs of 
hunger just by mixing a little flour in 
water and swallowing it. The only saving 
grace was the pension of Rs 60 to Rs 100 
for most needy families which had started 
reaching some of them. 

Other Areas 

Even a casual glance at newspapen 
during the last four months would reveal 
largoscale suffering and deaths of ordi- 
'nary people due to the outbreak of epi¬ 
demics in several parts of the country. 
Probably the condition is the worst in the 
case of the victims of encephalitis in 


eastern UP and Kala Azatin SMmfc ^1000' 
die in Gorakhpur division of UP of 
encephalitis” reported the Indian Express 
on October 17. Navbharut Times (October 
13) reported mass maleria deaths in 
Chittaurgarh district of Rajasthan, 
Janstttta reported, quoting offictal figures, 
that till July 27,11,659 persons had been 
hit by Kala Azar in Bihar and West 
Bengal. ‘Epidemic dropsy strikes in 
Barabanki district of UP’ reported The 
Hindu on September 2. The Hindustan 
Times (September 19) reported that this 
year 10,981 cases of gastro-enteritis and 
cholera and 672 related deaths had been 
reported from Madhya Pradesh. “Fluo¬ 
rosis hits 20,000 in ’Rajasthan”, reported 
the Sunday Observer on September 18. In 
addition, of course, newspapers carried 
numerous reports on the havoc of viral 
fever and related ailments in several parts 
of the country. 

Several reports have drawn attentibn to 
the wide variations in the unofficial, 
estimates of the toll taken by these 
epidemics, and to the glaring inadequacy 
of the relief effort. For nample, a recent 
report in Deccan Herald (October 10) on 
the havoc created by encephalitis in east 
UP, says that “Japanese encephalitis rages 
in the eastern districts of UP and the state 
and central governments are still groping 
in the dark, tiying to find a way of con¬ 
taining this killer disease. Till almost a 


gering 

reporw put the flfiira at “In the 

cases of most village^ )«pott points 
out. “the arduous jmirn^ to Gorakhpur 
proves fatal. Many patiems have died on 
the way and these deaths have naturally 
gone unr^rted” 

It appears from all this that while the 
government makes a diow-of having 
created a medicare infirastructure that 
covers the entire population, in practice 
the villagers of remote areas and the 
weaker sections of evm well connected 
and adequately'served areas are helpless 
against the wrath of epidemics. Poverty 
and the cycle of droughts and floods have 
reduced the resistance of a large number 
of people and their weakened bodies fall 
easy prey to disease. Poor housing and 
poverty sometimes forcing dirt and 
squalor on the poor, neglect of preventive 
h^h measures—all th^ play an impor¬ 
tant role in this tragedy. Leav^ aside fac¬ 
tors of a structural nature;' we have before 
us the strange fact that in the midst of all 
the fifth and disease even the funds sanc¬ 


tioned for rural sanitation are not being 
spent. The Delhi edition of The Times of 
India (October 12) reported recently that 
with half the financial year over, barely 
one per cent of the money allotted for 
rural sanitation works in the country has 
been spent. 
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-v,* V _ t if 

of Social Forestry 


I Y R Kiishaa R»o 


Soctil fdtestty in Khatninsan district of Andhra Pradesh has done 
a lot of damage in terms of displacing food crops a^d agricultural 
labour. What can the government do to negate this adverse 
impaa? 


TU study the impact of the socud forestry 
programme information on the seedlings 
raised in nurseries during 1986>87 in 
Khammam district by the forest depart¬ 
ment and thdr sul^uent plantation 
during the 1987-88 provides the data base 
for our study. 

The information was obtained on a 
samirie basis in 17 mandats in the district. 
In all these cases eucalyptus is supplied 
for plantation. The district has altogether 
46 mandals. A mandal is an adminis¬ 
trative unit like a tahsii but having a lower 
population, around 2S.OOO to 30,000. The 
list of farmers to whom the seedlings were 
supplied by the forest nurseries was 
obtained and was verified by the revenue 
machinery to find out how much of the 
extent which was planted with seedlings 
was earlier grown with fopd crops or left 
fallow in the preceding years or how much 
of the same was held by big and small far¬ 
mers. This information is given in Thble 1. 

A substantial portion of the land taken 
up under social forestry is covered with 
crops during previous years. Out of the 
total of S74.03 acres in which social 
forestry is taken up in the 17 mandals 
during 1987-88 an extent of 392.24 acres 
or 68.4 per cent is covered with crops in 
previous years. This positively goes to 
show that the encouragement of social 
forestry by the government is at the cost 
of foodgtain production and consequen¬ 
tial displacement of labour employment 
in growing such foodgrain crops. The area 
that is coming up either under fencing 
around the ndds or in die lands left fallow 
in the previous years is not substantial 
enough to take a special note of. 

As could be seen from Thble I, substan¬ 
tial area taken under social forestry is tmly 
by the big farmers whereas the extent 
cultivated by small farmers is limited. In 
fact out of the area which is taken up 
under social forestry 64 per cent is the 
extent coming under big fiumers and only 
36 per cent came under the small farmers. 
This also goes to show that in the name 
of social forestry we are subsidising the 
big farmer by extending him liberal bank 
loans as well as by supplying him seedl¬ 
ings at a very subridised rate by the forest 
department. 

OispLACiNO Labour 

IhUc 2 shows the crops/combinations 
of cregM grown in the earte year (1986-87) 


on the cropped land displaced by social 
forestry during 1987-88 in the 17 mandals 
covered in the study. The number of 
mandals required for growing each crop 
or combination of crops and the wdghted 
average of mandays required per acre for 
growing such crops <&placed now by 
social forestry is also given in Thble 2. The 
basic data on numter of mandays re¬ 
quired for growing the crops is taken from 


1 Jowar 

2 Oreengram followed hy jowar 

3 Oreengram and tedgram 

4 Groundnut and ledgiam 

5 Dry paddy and redgram 

6 Horsegram 

7 ChiUies 

8 Ibbacco 

Ibul of all crops 

IMeighted average of mandays required 
per acre 


a itaiy conducted by the Joint Director 
df Agriculture Khammam in 1984-8S. 

The mandays in raising eucalyptru 
plantation in a six-year cycle as per the 
schedule of rates adopted by the conser¬ 
vator of forests is given in Thble 3. Since 
eucalyptus has a cycle of 6-years, the man- 
days for the 6-year cycle comes to 104 days 
whereas the weight^ average of mandays 
that can be generated in the 6-year cycle 
for the tegular cngM is 228 (38 x 6). Thus 
there is a net reduction of 124 mandays 
per acre per 6-year cycle which works out 
to a fail in the employment potential by 
S4 per cent. 

Ironically enough, social forestry is 
uken up under NREP, and RLECP, the 
two schemes which are turned at genera¬ 
ting additional employment but this 
additional employment can be generated 


Table 1: Area Covered under Social Forestry During 1987-88 in the Samme 
17 Mandals of Khammam District 


SI 

No 

Type of Land in 1986-87 Covered Under Social 
forestry in 1987-88 

Area 

m 

Acres 

Per cent of 
Area to 
Tbtal Area 

1 

Total area coveted in 17 mandals 

574.03 

100.00 

2 

Cropped area in previous years 

392.24 

68.4 

3 

follow land in pilous years 

71.91 

12.5 

4 

Social forestry taken up as fencing around lands 

99.09 

17.3 

5 

Soda! forestry taken up in imtitutions 

10.79 

1.8 

6 

Big farmers land 

296.25 

63.8 

7 

Small farmers land 

167.90 

36J 


Tabu 2: Crops Grown in 1986-87 in 17 Mandals of Khammam District Prior to Being 
Displaced by Sooal Forestry and Labour Requirements tor thf Same 


Crops/Combination of Crops Raised in 1986-87 
in which Social forestry is Raised in 1987-88 

Extent in 
Acres 

Mandays Required 
for Growing the 
Crop/Combination 
of Crops 

2 

3 

4 


38 


Table 3; Mandays Required for Raising Eucalypius on One Acre of Land 

Tfear 

Labour 

Component 

Watch and 
Ward 

TbUU 

a 

Fifsi year 

35 

6 

41 

Secoitd year 

18 

5 

23 

Thiidyear 

3 

5 

8 

fourdi year to fifth year 

—. 

— 

— 

MUng at the end of shah year 

32 

— 

32 

Tbtal 

88 

16 

104 


189.71 

30 

4096 

20-I-30 ^ 50 

65 54 

20+10 > 30 

2.26 

34+10 » 44 

37.85 

41+10 > 51 

29.06 

16 

21.72 

lOS 

5.14 

101 

392.24 
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it ^loif 

' Mmipare fevourabl* ht case the 
. fofet^ is raised in waste, barren 
r^Uffginal lands, but not on lands where 
which hove a better employment 
Hoeefitial than social forestry are grown. 
;,'\ The consequential reduction in the 
;^ph^|doyment potential is due to en- 
^b^fivement of social forestry on lands 
'^Mfiere other crops are grown. Thus it is 
from the above analysis that the 
^iiuaner in which the forest departrtient is 
Impkmeadng the soda! forestry pro- 
• gramme is, in the long'term, leading to 
.•.btnpioymeni displacement in the rural 
areas. It further encourages absentee 
landlordism since it becomes easier for a 


alienated tb the forest i 
forest department can be gfvehthe itspon- 
sibility of developing sodai forestry on 
th«n. In effect the forest department will 
also become virtually the waste land 
development board at the district level. As 
on date we hear so much about the waste 
land development board but the presence 
of the same is not found at the district 
level. 

(2) The forest department should be 
made responsible to transport the seedl¬ 
ings from their nurseries to the villages 
and then distribute them in the villages, 
fixing the maximum Umit that can be 
given to each individual. People should be 
encouraged to raise the seedlings along the 


only 

tribute to social ford^ tsithbirt 
ment of produedon of fobdfndns. 

(3) Any div^onof hmd wtddh is used 
for food production fw.rtdsiiv of social 
forestry should be strai^away banned 
because it will allow people to raise plan¬ 
tations lihe eucalyptus on the lands where 
labour intensive crops can be grown. 

As set out in the precedintparagraphs, 
there is urgent need to take a fresh look 
at the manner in whidi the social forestry 
programme is being implemented in our 
country and rectify the defects so that 
social forestry does not remain socially 
costly. 


Post-Election Challenge in Pakistan 

Akmal Hussain 


The security threat to the country*s borders, the ethnic and 
regional tensions within the country, the serious shortage of basic 
public services and the severe budgetary and foreign exchange 
constraints—these are the four elements of the national crisis 
facing Pakistan which must be dealt with in both the short-term 
and the long-term dimensions if a viable democratic system is to 
be established. 


person engaged in any profession to surt 
social forestry since it does not require as 
much supervision as is required in grow¬ 
ing other crops. In fact it is becoming 
1 much easier in this way to go in for social 
forestry since it can be managed as a part- 
time ahbir by keeping watch and ward. 

Some of the policies of the forest 
department are also encouraging big 
farmms to go in for social forestry on 
lands on which other crops can be grown. 
The forest department has nurseries at a 
few idaces. They never transport the seedl¬ 
ings to the villages and start distributing 
at the vOlage level, fixing a maximum ceil¬ 
ing for each individuid. Instead the farmer 
is sujqxMed to go to the nursery and lift 
the seedlings. Thus rich farmers, who 
want to go in for social forestry can only 
engage their lorries and tractors, come to 
the nursery and then lift the seedlings for 
plantation. Further the price of the seedl¬ 
ings as fixed is ridiculously low. In fact 
it has no relevance to the cost of produc¬ 
tion. For example, the cost of production 
of each seedling in 1986-87 In Khammam 
district is 18 paise per seedling whmas as 
per the decision of the district forest com¬ 
mittee, seedlings are to be supplied free 
of cost up to a maximum of SOO seedl¬ 
ings and the remaining will be supplied 
at the rate of 5 paise per seedling. 

What Government Can Do 

This goes to show that in the name of 
encouraging social forestry, a lot of 
damage is being done both to food pro¬ 
duction in the country as well as labour 
employment. An item which should have 
been positively banned by the government 
is being encouraged by the govemmrat. 
On the other hand if the following are 
taken care of, social forestry, as a scheme, 
can be highly successful without adversely 
affecting either food production or labour 
empfoyment: 

(1) Most of the land which is barren 
belongs to the government since all cul¬ 
tivable lands have already been assigned 
or are under encroachment. Lands on 
whidi no crop can be raised can be 


WHEN the politiking of election alliances 
has ceased, when the heat and dust of the 
electoral combat has subsided, the victors 
will have to face a new challenge. That of 
coming to grips with the national crisis. 
Whichever party or group of parties 
comes into power, its tenure would consti¬ 
tute a brief breathing space within which 
the credibility of dvil sodety must be 
established. This can only be done if the 
four-fold crisis fedng the nation is defused. 
The four elements of the crisis are: 

(1) The security threat on our national 
borders. 

(2) The ahnic and regional tensions within 
our country and the undermining of 
human values of tolerance and social 
responsibility. 

(3) The serious shortage of basic services 
such as drinking water; health, hous¬ 
ing, transport and education. 

(4) The national economic crisis which has 
manifested itsdf in the form of severe 
budgetary and foreign exchange 
constraints. 

The task of overcoming each of the fmir 
elements of our national eri«s will require 
a series of itiunediare shmt-term measures 
designed to initially defose the crisis. This 
has to be accompanied by poUdes within 
a longer term perspective* to establirii the 
foundations of democratic government, a 
progressive political culture; nationid 
security through an enlightened foreigh 
policy and a sustainabte process of seif- 
reUant economic devdopment. Let us 


examine the short-term and long-term 
policy imperatives that will have to be con¬ 
sider^ ^ the new regime. 

Defosing the threat on our national 
borders requires a foreign policy that serves 
national interests rather than the interests 
of one individual or a lobby. Spedflcally 
what is required is a genuinely non-aligned 
foidgn policy; faithful implementation of 
the Geneva Accord; and a policy of non- 
mtervention in the internal affairs of 
neighbouring countries. A long-term 
foreign policy initiative requires achieve¬ 
ment of a balance in our relationship with 
the United totes, USSR and Japan which 
is the emerging third supapower. In the 
context of the contritions between these 
powers, ftkistan must find a space for 
asserting its own soverngnty through the 
instrument of a'genuinely non-aUgned 
foreign poii^. Such a policy would have 
the a^ed advantage of diversifying our 
sources of aid and international trade; 

Defusing ethnic and regional tensions 
requires a decentralisation of governmental 
powers to the local level and ^ving 
freedom of^pression to dl communities. 
In a countty with a diversity of culture and 
language such as in Rddstan, centralised 
government generates a fear amongrt ifiost 
communities that their cultural identity 
vvculd be undermitKd by the homogruaing 
tendencies of the central government This 
insecurity turns into resentmrat if the 
economic growth process is of a kifid that 
brings affluence to the ruling elite at the 
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distrftMMn 'dHtvieai am- 

muiUiBe$'#» libt cljfuaBy raprcaentti^ ia the 
social eMnphsitkm of the Kiparatus 
it i» ututoi^dBbte Hm the insec^y of 
the depriv^ coflununities gets converted 
into a^vr ieientinent against centralised 
govemmetn. Defhsing ethnic and regional 
tensions requires a deixntralisation of 
adntiniritation down to the local village 
and mohalla levels and recognition of t^ 
cultural autonomy of all communities. 
Ethnic/regienal tension will continue, 
unless the people are empowered and 
organised to use their resources directly for 
their own welfare and to participate in the 
dedsions that affect their immediate 
environment. 

In order to develop a stake in demo¬ 
cratic government amongst the people, 
they must be provided with basic social 
services. If 63 per cent of the people do 
not have clean drinking water, if as a con¬ 
sequence 40 per cent of all deaths annually 
are due to water-borne diseases, if more 
than half of the labour force is illiterate, 
if 40 per cent of the people do not have 
adequate food and if 2 million people do 
not have a roof over their heads, then the 
majority of the people have been forced 
to live under inhuman conditions. This is 
happening in a country where the elite lives 
a life of ostentatious comfort. It is these 
conditions that accentuate regional and 
ethnic polarisation, especially where 
11 years of military dictatorship have 
depoliticised the oppressed. If, therefore, 
the foundations of democracy have to be 
established and if the social fabric is to 
be restored, then at lea.st the minimum 
public services must be provided to the 
people of Pakistan without delay. This 
task is well within the financial capability 
of a democratic government which is com¬ 
mitted to the people. Fbr example, the 
federal minister for Hnance has bem brave 
enough to reveal that almost Rs 120 billion 
are annually misappropriated in Rikistan 
by various government departments, 
public institutions and individuals. I have 
estimated that the following basic services 
can be provided to the people with only 
one year's saving of this'national loss: 


{Rs bn) 


ilM h)^rpabfic«iry^e|di|hi(i)t:mi^^^ ' 
quickly if the new gpverhmmt bands its 
energies to this vital task. 

Our economic crius has two com¬ 
ponents; the dericit and the formgn 
exchange shortage. Tbeie is now a clear 
trade-off between the need to provide 
basic public services to the people and 
infrastructure for fmuie iiwestment on the 
one hand and debt servicing on the other. 
Defusing the crisis in the short-term 
requires the following nteasures: 

(a) Reduction in administrative expen¬ 
diture by decentralising administra¬ 
tion. This would make government 
both accessible to the people and also 
efficient.’ 

(b) Increasing tax revenue by means of 
the following measures: Value-added 
tax, a turnover tax on trade and an 
agricultural income tax. 

(c) Overcoming the severe balance of 
payments problem requires a S-year 
moratorium from the crippling debt 
servicing burden in which almost 87 
per cent of gross aid annually goes 
back in the form of debt servicing. We 


Services 

Cost 

1 Clean drinking water for 


64 million people 

2 S-fold increase in the number of 

17 

hospital beds 

3 Housing for I.S million people 

2 

9 Rs 180,000 for 300 iq meters 
of construction for six number 


of fomily 

4 1,8 miilim jobs, in smatt scale 

60 

industriia 9 Rs 3,625 per job 

3 School coverage tor 31 million 

10 

ltuden^ , 

3t 

Tbtal Budget 

-- 

120 


V.'/"Cinhe^iate wiiA-''8ieVlMP'^hiia1^ 
WoS-Id Biink to guarantee iNVt.4tiC 
moifey saved as a resuh of thti 
moratorium would be used to d«vs3(^\ 
our teal resources, i e, educatiph,! 
health and employment for a’mmie' 
productive labour force; provision 
infiastructuie, such as transport, com¬ 
munications and energy to enable in¬ 
creased productivity of investihent: < 
and finally soil preservation and 
salinity control measures to prevent 
rapid desertification of cultivable 
land. r 

If a viable democratic system is to be - 
established, Uien each of the four elements, 
of the national aisis mentioned above 
must be dealt with in both the short-term. - 
as well as the long-term dimensions. It wiB . 
require a team of the finest talent in the;^ 
country to formulate and implement the . 
policy measures required to defuse the. ^ 
national crisis in the short-term. The 
implementation of the long-term policy ‘ s 
measures requires party organisations ;; 
with grassroots support that can set up the • 
institutional framework for a progressive ^ 
modern democratic state. 


Raising the Ghosts of the Sixties 
Racial Segregation in US 

Janaki Nair 

There is a place for everyone in US society, but a designated one. 
Native Americans on reservations, blacks in ghettoes, hispanics in 
the inner cities, and the rest in the safe dry spots. 


A MAJOR legal intervention which rap¬ 
ped the knuckles of the council of Yonkm 
in the prestigious Westchester county of 
New York, has raised from the dead the 
ghosts of the sixties that most Americans 
had hoped were laid to rest. The plaintifi' 
in the case against the council was the Na¬ 
tional Association for the Advancement 
of Coloured Peoples (begun by W E B 
DuBois in 1905). Stubbornly unmelting 
‘ethnic white.s’ defying the well-worn 
metaphor of tne ‘mdtittg-pot’ were forced 
to back off on their determination to keep 
intact the ‘racial purity’ of their neigh¬ 
bourhoods. It was a sobering victory for 
the NAACP since it uncovered the 
deepseated and widespread resistance to 
desegregation of American cities. 

The ‘Yonkers syndrome* is iwither a 
restricted nor unusual phenomenon. City 
zoning plans in the US are constituted in 
such a wag as to ensure that the upper and 
middle (read'white) classes are well- 
insulated from the lower (read black and 
hispanic) ghettoes, which are safely con¬ 
tain in the downtown and other city 
areas. Yonkers was found guilty of four 
decades of intentional segregation in I98S, 
and adopted in January this year a pro¬ 


posed new' housing plan, which meant 8(X) 
units of middle income housing would be 
distributed all over the city of Yonkers and 
200 units of low income housing in the 
exclusive eastern and northern white 
neighbourhoods. On August 1, 1988, 
however, bowing no doubt to the pressures 
of their important constituents (and ‘ 
Yonkers is a part of the wealthy 
Westchester county), the council reneged 
on this plan, and voted four to three .. 
against the new housing plan. 

Such open defiance of a court order . 
could not be ignored; so Judge Leonard 
B Sand of the federal district court of. 
Manhattan decided to force compliance 
by hitting where it hurt. The city coundl - 
of Yonkers was fined for contempt of - 
court, the sum of S 100 which doubled . . 
every day, till it reached the princely multi¬ 
ple of S 1 million, after which it would 
accumulate at the rate of $ I million a day. 

Such a dire threat called for chiA ; 
solidarity of the highest order. Citizen^, 
groups sprang up to ‘Save Yonirers* (from' 
what threat? its own citizens?) and en¬ 
couraged thecouncilmen to resist yielding 
to such ‘iitiiuman’pressure. The Vdtizen’s* 
groups consisted of thq^e ‘honest, hard- 




working, thrifty’ whites who did not want 
the peace of their neighbourhoods 
disturbed, but most of all did hot want 
to see their property values drop. They 
would not allow, they said, their hard 
earned privileges in/the suburbs of 
\bnkers to be diluted by the trail of crime 
and poverty that would accompany the 
blacks from the west of Sawmill River, in 
which area they had safely been contgi^ 
In the past. *'We don't mind the middle 
class blacks, but we don’t want the welfare 
types!' 

The costs of retaining such racial purity, 
it turned out, were rather high. When the 
fines neared the $ 1 million a dqr mark, 
city councilmen came up with a ‘dooms¬ 
day fiscal plan’ to lay off 160S of its 
employees leaving 348 for minimal public 
safety and health. The jobs that would be 
axed unceremoniously included park and 
library attendants, building maintenance, 
lefuse collectors, school street crossing 
assistants even the precious watchdogs of 
property, the police and the firemen. 

Indignation mounted when the enormi¬ 
ty of the council’s decision went home. In 
their anxiety to keep parts of Yonkers 
Svhite!, residents were laying themselves 
(^xn to newer, unknown dangers, a lower¬ 
ing of defences which could only harm 
them in the long run. An urgent review 
. of the situation was called for; better go 
black than bankrupt. Better allow the 
families earning between $ 13,000 and 
$ 20,000 to become neighbours than allow 
children to cross the streets unprotected. 
'Negotiations’ to relocate the subsidised 
housing so that all needs could be met 
wne already under way when two of the 
four loyal councilmen switched sides to 
revive the proposal. 

The Yonkers issue fades from the TV 
spotlight and the newspapers, but the bit¬ 
ter aftertaste still lingers. This can after 
all be only an ironic victory for those who 
consider the frightening rationale used to 
justify this frenzied defence. For a number 
of the beleaguered citizens of the east side^ 
it is a matter of economics, it is a ques¬ 
tion of who, through hard work and sav¬ 
ing. can get to live exclusively. They in¬ 
sist that such segregation has gone on for 
40 years, and the least judges, councilmen, 
and citizen’s groups can do is to let sleep¬ 
ing dogs lie: This appeal to 'tradition' goes 
against the grain of the dominant message 
of the 1980s, that America guarantees 
mobility, if nothing else. Echoing these 
dominant white values are immigrant 
gipups who have benefitted from the 
‘open’ society. 

The 1000-strong Indian professional 
community in Yonkers, owners of 
S S,00,000 dollar homes, expressed public 
outrage against this Enforced’ democracy. 
And indeed, their token ‘white! status has 
been afrirmed more than onre in the presi- 
dmitial campaign by Republican candi- 
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dates who have set Indians apart from 
those who believe in ‘wdAire and decay*. 
(Little wonder that the Indian community 
in New Jersey is unable to oomprehend tlx 
attacks of the ‘dotbusters*: wiv us, who 
above all are trying to become indistin¬ 
guishable in this wonder Ail melting pot?). 

But there really is much more than 
economics that meets the eye in linkers. 
Like elsewhere, the blacks, and the poor 
are categories that have long since collaps¬ 
ed, and thdr interchai^cability is tardy 
questioned. On eith«’ side of this class 
divide are aligned thb two races. And with 
the poverty of the Macks, comes the 
criminality that is pathological. 

For the blacks who have been involved 
in the kbnkers affair, it is race that calls 
the tune The line of complicity in such 
se^gation that characterises American 
cities runs through the realtor’s office. 
Ironically, it was the middle class black, 
carefully ‘steered away’ from the white 
suburbs by teal estate agents, whose ‘ruial 
steerii^ cases’-have raised the issue to such 
an important pitch. Realtors have devised 
codes for houseowners who will sell or 
rent only to other whites, and have been 
capable of inducing some panic sales. ‘Let 
the blacks in, and anything that isn’t nail¬ 
ed to the ground will be stolen! Therefore, 
let the blacks in, and real mute values will 
drop, apart from making the neighbour¬ 
hood less homogeneous. 

Beneath this appeal to the neutrality of 
the marketplace (implicit also in the 
litanies about hard work, thrift, and just 
rewards) lurks the ideological refusal to 
come to terms with institutionalised 
racism. The Sand verdict has sent shock 
waves of alarm through white, suburbs 
nationwide if only becaw it demonstrates 
that the law can be interpreted in more 
ways than one. Or can it? Mow does one 
locate the dogged insistence of the judge 
to mete out ‘justice, reverse well set ‘pat¬ 
terns’, and chalk out a new path in the 
thickets of such racism? Is it, in fact, a 
new path? It seems more appropriate to 
view Yonkers as the exception that allows 
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'iheriite to .opbime;» BP 
suggested in Hun^s, 

Thecsscniialpreconditionformeefflselive- 
iMss of law in its Auictioa as ideology it that 
it shall disMay an independence Anns grass 
manipulation and shall seem to be Ju«. It 
cannot .seem to be so without vphohSng its 
own logic and criwia of equity, indeml on 
occasion, by actually being Just. And Anfthee- 
morc; it it not often the cate that a rpgng 
ideology ean.be dismissed as mcreJiyiMvrisy; 
even rulers And a need to legitulm their 
power, to moralise their functions, to fed 
themselves to be useful and Just (p 263). 
Judge Sand has fulfilled just sudi a 
kind of legitimising function, to increase 
Americans’ faith in the !autonomous 
sphere’ within which the law appean to 
operate. This will provide more ammuni¬ 
tion for a campaign against welfare, ab¬ 
solve the state of its responsibility towards 
the 3 million homeless, the uneihployed, 
and unprivileged minority needs. 

There is a place for everyone in this 
society, but a designated one. Native 
Americans on Reservations, blacks in 
ghettoes, hispanics in the inner cities, arid 
the rest in the safe dry spots. So the 
melting pot is not quite the happy 
amalgam it’s made out to be. Just who 
melts, and in what quantities, and what 
each group will contribute to the new alloy 
is decided by the dominant white com¬ 
munity. Tbus Michael Dukakis is bthnirf, 
but so are the ‘native Americans’. This 
sleight of hand makes the WASPs the 
‘real’ natives, and recalls the battle cries 
and costumes of that old tradition of 
America, ‘nativism! Exactly who the 
‘natives’ are has been continually 
reconstituted throughout the nineteenth 
and early twentieth centuries. In the 1830s, 
Irish Cmholics w«e the outsiders, the vile 
toot eating hordes of Eria At the turn of 
this century, all PICS (Poles, Italians, 
Greeks and Slavs) were to be kept out at 
all costs. But the blacks have been a source 
of great dis-ease^ because of all the groups 
and races that have constituted this 
melting pot, they alone have come against 
their will. 
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.■ ^ PERSPECTIVES 

Maulana Azad and the Freedom 
Struggle 

Asghar All Engineer 

Maulana Azad was not a professional historian to have taken 
into amount all the forces, including the larger socio-economic 
forces, which made for the country’s partition. The controversy 
raging after the release of the hitherto unpublished portions of 
India Wins Freedom ignore these limitations of Azad. 


MAULANA ABUL KALAM AZAD is 
the most talked about person after the 
release of the 30 pages of his autobio¬ 
graphy which he had supposedly deposi¬ 
ted with the National Library, Calcutta, 
to be released thirty years aftCT his death. 
There is some controversy whether it was 
the Maulana’s wish to postpone publica¬ 
tion of these pages for thirty years. His 
secieury, Masud, has claimed that it was 
not Maulana’s but Humayun Kabir’s deci¬ 
sion to withhold publication for thirty 
years.' Of course it is very difficult to 
establish the truth and we have to willy- 
nilly accept the version given by Humayun 
Kabir. 

Maulana Azad’s views on the freedom 
struggle are known to us through his book 
India Wins Freedom whose latest edition 
inducting the controversial 30 pages is now 
with us after a long wait of 30 years.^ 
There is nothing very startling in these 30 
pages except a few remarks here and there 
about some leaders like Jawaharlal Nehru, 
Saidar Vsllabhbhai Patd and others. Also, 
there ate a few sentences or words which 
have been added here and there without 
giving much information. In fact what the 
Maulana has said about Nehru and Patel 
is not new. Historians and others have 
held similar views. What we learn is that 
the Maulana also had the same opinion. 

The Maulana was brought up in a 
highly conservative environment and he 
grew to be a conventional theologian. 
Maulaiu was born in Mecca in 1888 and 
earner along wkh his father to India in 
18% ^ % aU page references are to India 
Wins Ftmkm unless otherwise spedfied). 
This is what Maulana has to say about his 
own family: 

My bther was a man who believed in the crid 
ways of Ufe. He had ho faith in western 
eilucation and never thoudit of giving me 
an education of the modem type He hdd 
that modem education would destroy 
letigim fidth and arranged for my educa¬ 
tion In tibc trsiditional manlier. 

Azad grew to be an accomplished 


theologian at an early age. However, he 
was not satisfied with the tractitional 
learning and scholarship though he was 
highly respected for it. Fortunately he 
came in contact with the writings of Sir 
Syed Ahmad Khan and was greatly im¬ 
pressed by them. He says: 

It was soon after this that I first came across 
the writings of Sir Syed Ahmad Khan. 1 was 
greatly impressed by his views on modern 
education. I realised that a man could not 
be traly educated in the modern world unless 
he studied modern science, philosophy and 
literature (p 3). 

Elsewhere he says that he developed 
such an attachment to them (Sir Sy^'s 
writings) that no other writings could 
compare. He, in fact, became an utter 
devotee, devouring every page of Sir 
Syed’s writings.’ However, the irony of it 
was that he gave up one taqlid (uncritical 
following), i c, of traditional sciences and 
began to follow another taqiid, that of Sit 
Syed. He himself observes: “How strange 
that men can never forsake taqiid to 
whomsoever he tespeclsl’^ Not only this, 
the Maulana also dabbled in revolutionary 
activities. He came in contact with Shyam 
Sunder Chakravarty who, according to the 
Maulana, “was one of the important 
revolutionary workers of the day.” 
Through him he met other revolu- 
tionari^ He also met Aurobindo Ghosh 
on two or three occasions. “The result 
was”, Azad says, “that I was attracted to 
revolutionary politics and joined one of 
the groups” (pp 4-5). 

Azad played a very important role in 
our struggle for freedom and it has to be 
properly assessed. His bodk India K'ins 
Freedom and his other works in Urdu 
throw light on his role. It should however 
be borne in mind that his work Ihdia 
Wins Freedom is rather a sketchy account 
of the freedom struggle and quite impres¬ 
sionistic at that. One can take it only as 
one of the many sources of history of our 
freedom struggle but it would be risky to 
treat it as the only authentic source. No 
Source for that matter, howsoever objec¬ 


tive it may be, can become the only source: 

Azad, we should keep in mind, was 
both an outstanding scholar of Islam as 
well as a political activist. He was also U 
Urdu journalist par excellence. His mon¬ 
thly magazine Al Hilal began in June 1912 
and soon acquired nationwide fame and 
a near-impossible drculation of 26,000 for 
an Urdu journal (p 8). The eloquence of 
the journal simply captivated people and 
its emotional appeal could hardly hawe 
been surpassed by any other journal. No 
wonder it achieved such a high circulation. 

Though he almost became a devotee of 
Sir Syed, the Maulana was never attracted 
to his politics. He was critical of Sr Syed’a 
pro-British stance. He says: “The leader¬ 
ship of Muslim politics at this time wag 
in the hands of the Aligarh party. Itt 
members regaided themselves as the 
trustees of Sir Syed Ahmed’s poticiea. 
Their basic tenet was that Muslims musif 
be loyal to the British Crown and remaip 
aloof from the freedom movement” . 

The traditional Ulama. it is interesliiv 
to note, were conservative in their rdi^cHfi 
approach but were radical in their poikiea 
whereas western educated liberals were 
progressive socially and religiously but 
quite conservative in their politics (as most 
of them were scions of leading feudal 
families of north India). But Maubm* 
Azad was a different comltination. He was 
progressive in social and rdigious matters 
(under the deep influence of Sir Syed, as 
already pointed out) as well as radical in 
politics. This indeed was a rare combina¬ 
tion among Indian Muslims and especially 
among the theologians. Seen from this 
angle the Maulana acquires an added 
significance. 

Maulana A/ad’s progressive views on 
theological matters are reflected in hb 
magnum opus, Tarjumah al-Qutm, whldl 
has been published in four volume, lihe.. 
Maulana’s approach was so catholic Uigt 
he makes unity of all religipns as the basiq 
theme of his commentary on the holy 
scripture of Muslims.’ Sir Syed'a' 
influence here was quite decisive. He had. 
even become a sceptic and an atheist bid 
soon he emerged from this phase to 
become deeply religious but not in a 
narrow sectarian .sense. His religiosity in 
its new phase was quite humanistic Thto 
is reflected in his work Sarmad Shaheea> 
Sarmad was a sufi with a very broad, 
outlook. Maulana Azad greatly admirn 
Sarmad and adopts his humanistic 
approach. His doctrine of unity of 
religions (wahdal-e-adyan), no doubt, 
evolved under Sarmad’s influence. 

Thus when he became Congress prea- 
dent at the young age of 35 in 1923 he 
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, devoted a considerable ponion of bis 
presidential address to the theme of 
Hindu-Musiiffi unity. He went to the 
extent of saying that Hindu-MusUm unity 
was dearer to him than freedom of 
India.^ And. no doubt, Azad proved pro¬ 
phetic in this respect. Had we achieved 
Hindu-Muslim unity on a-sound basis 
before freedom our country would not 
have been divided in 1947. What Azad 
was saying was that freedom with certain 
quaiitim was preferable to freedom perse, 
though the former may require much 
greater patience and much more time to 
be realised. 

II 

Vfe learn about Maulana’s role in 
ficedom struggle mainly through his book 
India Wins Freedom, It is his first-hand 
account. However, some have pointed out 
that it is not an authentic account as the 
Maulana had dictated it in Urdu and 
Humayun Kabir did not know Urdu'welL 
Azad, as is well known, spoke highly 
etoquent Urdu which Kabir could have 
hardly followed fully. Though the transla¬ 
ted passages were read out to him but. it 
is pointed out, the Maulana did not know 
English well enough to understand its 
nuances as Kabir might not have under¬ 
stood the nuances of Mauiana’s Urdu. But 
this is not entirely true in my opinion. 
Though the Maulana could not speak 
English, nor could he write in it, he 
certainly had sufficient knowledge of it 
to understand what was written. He was 
ftiHy familiar with the political vocabulary 
as it was very often used by him due to 
his deep involvement in the political 
struggle. 

Some others feel that Azad’s book is 
n(M history as it is an impressionistic 
account. It is also pointed out that the 
actor or the participant should not write 
history as he is likely to give a highly sub¬ 
jective account. There is indeed a great 
deal of weight in this argument. But an 
actor’s own narration of events can 
definitely be one of the important sources 
of history. The coming generation would 
know how the actor himself saw the events 
he participated in. Personal diaries also 
become an important source of history. 

' It is not without significance that personal 
Parers are consulted by historians. 

It is also true that Azad merely narrates 
events as he saw them and as he parti¬ 
cipated in them. He does not take an 
analytical view; nor does he see the socio¬ 
economic forces at work. Events are not 
shaped by personalities alone; larger 
socio-economic forces also play a very 
important and often fundamental role in 
shaping historical evenu. Azad neglects 
totally this socio-economic view of 
history. He only writes as an actor, as a 
participant. Though what Maulana says 


cannbl be' treated gs' the final tfdth, it 
cannot be dismissed either as something 
irrelevant for the historiography of our 
freedom struggle. We also have to under¬ 
stand the fact that the Maulana was not 
a professional historian, much less a 
sdentific historian to take into account all 
the factors, personal as well as socio¬ 
economic 

We have to assess the value of Azad’s 
India Wins Freedom with these limita¬ 
tions in view. Unfortunately, the contro¬ 
versy raging on the release of his un¬ 
published 30 pages ignores these limita¬ 
tions of Maulana Azad. 

Ill 

Azad's role in the freedom struggle, it 
should be noted, was more important as 
that of an individual than as a represen¬ 
tative of a community. As an individual 
we have, in Maulana Azad’s person, a 
person thoroughly committed to the 
freedom of India. However, as a represen¬ 
tative of a community, he was a far weaker 
person, though he was not only well 
versed in the theological idiom of the 
community but also an internationally 
recognised theologian. Why is it so? Why 
is it that Maulana Abul Kalam Azad, and 
other conservative theologians for that 
matter, failed to attract the Muslim masses 
whereas Jinnab who was totally un¬ 
acquainted with the theological idiom 
attracted far more people? 

The Maulana represented much broader 
national interests. He consciously tried to 
subordinate sectarian interests to broader 
interests. He appealed to reason and not 
to emotions. Also, there is one other 
crucial aspect. Even the theological idiom, 
if it does not represent interests of the 
emerging class or classes, can leave people 
unmoved and even the secular idiom, if 
it represents the interests of the emerging 
classes, can move the people. This is 
precisely the lesson of Azad’s isolation 
and Jinnah’s great popularity, specially 
during the early forties. The whole army 
of theologians connected with Jami’at al- 
’Ulama was actively supporting the Indian 
National Congress and the nationalist 
cause and yet it could not .carry the 
Muslims wiUi it whereas Jinnah, without 
the support of any muUah, won the battle 

It is not that religion does not sway the 
masses, especially in India; it very much 
does. But these are other crucial factors 
which caimot be neglected. The Muslim 
middle classes saw their internts served 
only in a country, or a region, where they 
could have a decisive si^. The head-on 
collision between the Congress and the 
League convinced them that their aspira¬ 
tions could not be realised in a country 
dominated by the 0>ngresS which was 
seen by them as a party of the Hindu 
bourgeoisie. Alsa for Muslims the ques- 


rioA Of hlN^Uiii Identity 

rignifictuit. The question of identic hi 
fact included an element of religion and 
it also compoisated for the absence of the 
religious idiom in Muslim League poBdcal 
propaganda which was dominated by the 
political idiom. The Muslim bouige^ie 
which was very weak and the feudal 
elements which were very strong among 
Muslims also threw their weight behind 
the League and added to the intensity of 
its campaign. 

The formation of Fakisum must be seen 
against this socio-economic and political 
background and also the strong urge for 
preserving the Muslim identity. It cannot 
be explained only by some incidents 
involving some eminent personalities. The 
Maulana feels that Jawaharlal Nehru 
ought to share some responsibility for the 
creation of I^ikistan as he did not include 
two League ministers in the cabinet in UP 
and also because he gave a rather un¬ 
guarded statement on July 10,1946 on the 
Cabinet Mission Plan in Bombay which 
enraged Jinnah. 

Many explanations have been advanced 
as to why Nehru was justified in not 
including the two League members in the 
cabinet in UP in 1937. However, Ansar 
Harwani, who had campaigned for the 
Congress in 1937, supports the Maulana’s 
version. According to Harwani, “the Con¬ 
gress, unsure of its victory, had persuaded 
some of its Muslim leaders like ^oudhari 
Khaliquz Zaman, Nawab Mohammad 
Ismail Khan and Hafiz Mohammad 
Ibrahim, to contest on the League ticket 
with the definite understanding that in 
case they were called upon to form the 
ministry they would be included in the 
cabinet*’^ Harwani says that Choudhari 
Khaliquz Zaman refu^ the overtures of 
the National Agriculturists’ Party 
(representing feudal interests) to support 
it and remained steadfast in supporting 
the Congress. “But”, Harwani says, *Wter 
a few months when Congress decided to 
accept office Khaliquz Zaman and Nawab 
Ismail were asked by Nehru to abandon 
the League and to si^i the Congress 
pledge which they refused!** 

Maulana Azad ako squarely blames 
Nehru for the non-inclusion of these 
League members in the Congress mintetry 
which further alienated Jinnah and the 
Muslims from the Congress. He says, “He 
[Nehru] had committed an almost equal 
bliuider jn 1937 when the first elections 
were held under the government of India 
Act 1933... Chaudhari Khaliquz Zaman 
and Nawab Ismail Khan were then the 
leaders of the Muslim League in UP. 
When 1 came to Lucknow for forming the 
government, 1 spoke to both of thm. 
They asswed me ditt they woidd not only 
co-operate with the Congrgss^ imt would 
Jfulfy SHPport Hu Cdng/tss pn^nmnW’ 
(p 170, emphaslt siqi^ed)- 
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Minrani ue very cleat that the biue wu 
MM lack of support for the Congress pro¬ 
pamine; as some historians have said, but 
lomething eka Accordmg to the Maulana 
It was Ndiru's insistence that both 
Khaliquz Zaman and Nawab Ismail Khan 
M>utd not be taken in tlw ministry and he 
sffered to take one only which was not 
locqaable to them. According to Harwani, 
“Nehru was guided in his decision by 
lUdwai, who never saw eye to eye with 
Khatiquz Zaman...”’ Maulana says, 
“This was a most unfortunate develop¬ 
ment. If the League's offer of co-opeiatioa 
had been accepted, the Muslim League 
Party would for all practical purposes 
merge with the Congress. JawaharlaPs 
iction gave the Muslim League in the UP 
I new lease of life'* (p 171). 

Though the Maulana was an astute 
sbserver of political scene, here he is 
rather oversimplifying the matter. Even 
with hindsight it would be rather difficult 
10 support Maulana. This way of judging 
momentous historical events comes close 
to ‘the Cleopatra’s nose theory’ of histo¬ 
riography. Also, while the role of the 
individual in history should not be 
ignored, it cannot become the ke>' to ex¬ 
plain momentous events like India’s pani- 
tion. There was much more to it than the 
Maulana sees in it. 

Even the later event about the Cabinet 
Mission Plan the Maulana refers to 
cannot explain the event of partition. It, 
at best, shows how deep was the mutual 
suspicion and it also shows that partition 
was becoming inevitable All the good 
intentions represented either by the 
Maulana or Mahatma Gandhi could not 
have saved the situation. The Congress 
was fast losing support in the mid-forties 
even in its stronghold, the North West 
Frontier Province. Maulana himself 
observes: 

The fact was that the Khan brothers were 
not as strong in the Frontier as the Congress 
had thought. Their influence had waned after 
the agitation for partition began. Now that 
Pakistan was in sight and Muslim majority 
provinces had been promised the opportunity 
of forming an independent state, an emo¬ 
tional upheaval swept through the Frontier. 
The movement for Pakisun was ftirther 
strengthened by the activity of the British 
officers who openly supported Pakistan and 
peisuaded the ihaiority of tribal chiefs in the 
Frontier to tide with the Muslim League 
(pp 211-12). 

Thus many complex factors were in¬ 
volved. If emotional upheaval could be 
created in a stronghold of the Congress 
like NWFP much deeper processes were 
invtslved. Vested interests, the deep urge 
for a rdigio-caltunl identity, British 
machinations, tactical mistakes, persona¬ 
lity dh^cs, uige forjxiwer, all combined 
to crei^ 'ilut ground for Pakistan. It would 
be 1 ^ 1 % bB Msribff K to any isingle factor. 
Bveii m Britkh madiinatitms and their 


poU^ to (fivldc 1 ^ wtekm' the sifb- 
continent do not offer a compltste ex¬ 
planation for partition, ^miiariy Nehru 
may have committed blunders but these 
blunders too cannot explain the partition 
of the subcontinent. 

It is surprising that sometimes a shrewd 
statesman like the Maulana offers very 
trivial explanations fbr major events. For 
example, he tries to explain the alienation 
of the Khan brothers from the Pathans on 
the grounds that they were rather miserly. 
He also says that due to their miserliness 
the Khan brothers did not spend election 
funds generously and this i^ to some of 
their supporters losing the election and 
subsequently getting alienated from them 
(P 182). 

One may profoundly differ from the 
Maulana, but one cannot doubt his 
sincerity or commitment. Whatever ex¬ 
planation he might offer for partition, one 
has to admit that he was like rock in his 
opposition to partition. When the AICC 
accepted partition on June 14, 1947, 
Maulana .says, “I have attended many 
meetings of the AICC but this was one 
of the strangest sessions that it was my 
misfortune to attend. Congress which had 
always fought for the unity and indepen¬ 
dence of India was now considering an 
official resolution for dividing the coun¬ 
try. .. It was impossible for me to toierate 
this abject surrender on the part of the 
Congress... Partition was a tragedy for 
India and the only thing that could be said 
in its favour was that we had done our 
best to avoid division but we had failed” 
(P 214). 

The Maulana was a great champion of 
composite culture, though he was an 
Islamic theologian of great distinction. 
Even while accepting partition he obser¬ 
ved, “We should accept our defeat but we 
should at the same time try to ensure that 
our culture was not divided!’ Then he adds 
a beautiful simile: ”lf we put a stick in 
the water, it may appear that the water has 
been divided but water remains the same 
and the moment the stick is removed, even 
the appearance of division disappears” 
(p 215). 

The Maulana has also stated elabora¬ 
tely why he was irrecondliably oppo.sed 
to partition. Some excerpts from 'his book 
are worth quoting. Considering the scheme 
of partition he feels that “it is harmful not 
only for India as a whole but for Muslims 
in particular. And in fact it creates more 
problems than it solves” (p 150). He very 
pithily observes' that "the very term 
Pakistan goes against my grain. It suggests 
that some portion of the world are pure 
while others are import’ Then he oHers 
a theological explanation for this: “Such 
division of territories into pure and impure 
is un-Islamic and is more in .keeping with 
ortho^x Brahminism which divides inen 
and countries into holy and unholy-^a 
ettvision which is repudiation of the very 
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spirit of Isfaun. Islam re^idsM ho 
(fivision and the prophet Sq«, ‘God hlW'; 
made the whole world a mosc^e for 
Even from the point of view of MusB^; 
interests he rejected partition. He says:; 
Let us consider dispassionately the c<M^ 
sequences which will follow if we give eftei' 
to the Pakistan scheme India will be divUME 
into two states, one with a maioriiy 
Muslims and the other of Hindus. In the 
Hindustan state there will remain three and 
half crore of Muslims scattered in sm^ 
minorities all over the land. With 17 per ocM’ 
in UP, 12 per cent in Bihar and 9 per cent in 
Madras, they will be weaker than they are 
today in the Hindu majority provinces. They 
have had their homelands in these legiont for 
almost a thousand years and built up wiM 
known centivs of Muslim cuhure and civ8ita- 
tion there (p 151). 

Thus we see that the Maulana opposed 
partition both on theological and on iiKXil 
and material grounds. One may not 
with the Maulana on many things. ^ 
eluding his impressionist history of m 
freedom movement, but one cannot douU 
his integrity, sincerity, and coramitmenfth 
India’s freedom, a freedom not encttm<^ 
bered with exploitation, fanatidsm, power 
struggles and vested interests. 

Notes 

1 See Urdu Blitz, November 26, 1988. 

2 Maulana Abul Kalam Azad, Indh Wint' 
Fntdom, Orient Longman, 1988. 

3 Az/id ki Ktthmi Khud Azad ki Zabatd n ■ 
dictated to Abdur Razzaq Malihabtdi, 
Calcutta, 1939. Cf Ian Henderson Dougltt; 
Abul Kalam Azad: An Iniellectudl md,‘ 
Beligiaus Biography, edited by Gail Minoult 
and Christian TitMl, OUP, 1^, p 32. 
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Bovine Economics 

V M Dondekar 

^iShMiie Economy in India by A Vaidyanathan; Oxford and IBH, Bombay, 
yUld Centre for Development Studies, Trivandrum, 1988; pp 209, Rs 96. 


'■OOMMRED to Agricultural Economics, 
Uveuock Economics and particularly 
Ikiviae Economics has remained a much 
H X g iwlc id subject in India. The reason is that 
eccmomic radonale has been much slower 
antering animal husbandry and particularly 
datde development compared to crop 
husbandry. Underlying this differential 
attention to crops and cattle are the per- 
listence of irrationaf attitudes toward* the 
latter not only among the farmers but much 
mote among the policy-maVers. The present 
Study attempts to rationalise these attitudes 
■ad Justify them. 

Tlw study is designed to demonstrate the 
theds that, in India, “the role of cattle, and 
the way they are managed, is largely con¬ 
ditioned by such objective factors as agro- 
dimatic conditions, demographic pressure, 
and economic forces" and, as a cotoHary, 
that “religious prejudice d^s not seem to 
be a major explanatory factor in under¬ 
standing prevailing attitudes to and pracuces 
of bovine husbandry in India” (p 6). The 
evkknee for the main thesis is presented in 
chapters 2-4; the argument for the corollary 
■ppean in the first chapter. 

The author notes: “Fbr a long tima the 
sxoetsive number of animals in relation to 
available feed supply has been identified as 
one of the main reasons for the very low pro¬ 
ductivity of bovines (especially cattle), and 

one of the major impediments to tte im¬ 
provement of animal husbandry in India. 
The RCA (Royal Commission on Agri¬ 
culture; 1928) referred to this vicious circle 
of excessive numbers and low productivity. 
Subsequently; sewenl writers have argued for 
Hindu religious saidment being an impor¬ 
tant, if not the most importtnt, reason for 
this situation" (p 3). 

He then proceedr "There are two distinct 
questions hoe: Erst, whether or not the 
numbers are in fact excessivr, and second, 
to what ectent is it the result of idigious pre¬ 
judice u distinct from an ‘irrational’ use of 
resources to meet specified ends under given 
constraints. On the first question, the test 
of the existence of a ‘surplus’ or ‘redundant’ 
cattle Is wiwther, with given feed resources, 
a given levd of output of animal products/ 
stsvices can be maintained with a smaller 
number of animals than at present. There 
undoubtedly are several idausible reasons 
whyinlndiaa smaller number of better-fed 
animals might be apected to increase the 
praductivityperunitof iieed. It couM reduce 
the proportion of total feed intake that goes 
m maimain the basic metabdic Ainctions of 
the animal (what is usually called the 


‘maintenance requirements’), and increase 
the proporuon available for conversion into 
useftil output, be it work, milk, or calves. 
It could also be that bnter feeding makes 
for more healthy animals and that healthier 
animals are more productive 
“However, such general propositions are 
not enough to establish me existence of 
‘surplus’ animals much less to quantify 
them. One needs more precise data 
Relevant data for representative kinds of 
breeds and management conditions existing 
on farms in different parts of the country 
are simply not available. For this reason 
esiimates of surplus stock need to be treated 
with abundant caution” (pp 3-4) 

Wb should of course have more data 
because we need data to demonstrate even 
the obvious, particularly to quantify it But 
the obvious should be obvious even if not 
quantified. It is not merely ‘plausible’ but 
obvious that smaller number of better-fed 
animals will increase the proportion of feed 
available for conversion into useful output’ 
or that ‘better feeding makes for more 
healthy animals and that healthier animals 
are more productive’. Existence of a large 
number of under-fed, malnourished, un¬ 
productive cattle is evidence of the 'surplus’, 
lb quantify it will certainly need mote data. 
If, in the absence of requisite data, someone 
has produced estimates of ‘surplus’, they are 
obviously speculative or at best provocative. 
They should be treated as such. But why the 
warning that Estimates of surplus stock need 
to be treated with abundant caution’ as 
though someone is suggesting that all the 
surplus stock should be rounded up and 
slaughtered. 

In the same context, the author makes 
another point; “With a given volume of 
feedstuff, a higher output of animal pro¬ 
ducts and services could well be achieved 
with fewer animals. However, since animal 
numbers caimot be reduced without substan¬ 
tially reorganising production, the im¬ 
pediments to reorganising production become 
of central importance And in this event the 
existence of ‘surplus’ cattle must be seen as 
integrally related to the manner in which 
production is currently organised” (p 4). 
This IS a valid point and we shall later see 
how the author deals with it For the present, 
we suggest that the existence of surplus 
‘must be seen’ first, in ordor that one may 
examine the underlying causes. 

The author next seeks to answer the 
second question, namely, to what extent the 
surplus stock is the result of ‘rdiglous 
prejudice as distinct fnmi an irrational use 


of resources’. Many will not see the distinc 
tion because they have ugued thm the use 
of animal and feed resources of the country 
has been generally irratioiutl and an im¬ 
portant reason is the Hindu sentiment for 
the cattle. But let us see the distinction that 
the author makes. He says: “The hypothec 
regarding the role of reliipon are also 
difficult to pin down and most/of the con¬ 
ceivable versions find httle support in fact’’ 
He then asks a series of rhetoriad quesuons 
If the Hindu's veneration for the cow is 
at the toot of the problem, then one can well 
understand why there might be a surplus of 
cows, but why should there be any surplus 
of bullocks? If, on the other hand, ^eow' is 
taken to denote all ages and sexes of cattls; 
then how is it that then is such a systematic 
pattern in the mortality rates by sex and age? 
And on what basis can one assert that allow¬ 
ing animals to die by neglect and starvation 
of a kind that is so highly selective as to 
suggest calculated behaviour, is consistent 
with religious veneration for cattle? (p 5). 

These questions are not all that puzzling. 
Hindu veneration for cattle is centi^ on the 
cow and extends to the bullock in a some¬ 
what diminished degree. That explains the 
systematic pattern m the mortality rates by 
sex and age. A part of the surplus stock of 
bullocks, as mentioned ab^ is also 
because of the particular organisation of 
agricultural production in the country As 
to the last question, how highly sdective and 
calculated neglect starvation can be con¬ 

sistent with religious veneration for cattle, 
one khould remember that hypocrisy is a 
concomitant, jf not an integral part, of ah 
religious sentiment, not only the Hindu 
veneration for cattle, and, nemiless to say, 
it is highly selective and calculated. Hypo¬ 
crisy is selective in another sense as well. It 
can be, and it is, practised with greater 
impunity by the ridi and the powerfiil than 
by the poor and the powerless. 

The author acknowledges: “Clearly, 
whether people eat beef or not does affem 
the way cattle are managed. And insofar as 
attitudes to beef-eating are conditioned by 
rdigious beliefs, the latter do plqr a roln 
Similarly, freedom to slaughter as a means 
of selective culling is essential if a cross¬ 
breeding programme is to succeed, as 
reliance on sttrvation and n^ect to ^mi- 
nate unwanted animals is not a safieguard 
against regression of genetic qualities” (p 6). 
We may a^* Selective culling is essential not 
only in a crcps-breeding programme but la 
any programme of aiUmal husbandry. As 
th^ say, feed, breed, and weed an the three 
commandments of animal husbandrjs And, 
as a means of sdective weeding, sla u g ht er 
is clearly superior to starvation. 

Neverthelm, the author asserts: “Nor 
does the fact that the Hindus pnfer to let 
their animals die rather than sla u g ht e r them 
for meat establish Ineffidenor* of naouree 
use; unktt one ignores the piewdling pattern 
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feiciK^ i» die bttiji for evahmting 'em- 
ciei^y'' then an indeed valid grounds— 
environnMt^ effects, so^ly wutefiil use 
of resouices»incoine distribution, etc —for 
que^otdng the wisd(nn*of prewiling con¬ 
sumer pref^nees and ineiurUoes. But it also 
needs to be tecognised that if preferences are 
not iaken as given but as amenable to 
manipulation, tliere is no objective ba^ for 
judging ^Cncimcy' of resource usei” (p S). 

The-author seems to believe that the 
Hindu sentiment against beef-eating is a 
matter of consumer preference. That is not 
correct. The Hindu sentiment is not merely 
an expression of one's own consumer 
preference. It is an expression of the Hindu 
concept of how man should behave; not just 
the one who holds the belief, or just a 
Hindu, but any Indian, whatever his faith, 
and indeed all mankind around the world. 
The more moderate and prudent sentiment 
is against eating the beef of an Indian 
cow—again by not only a Hindu, or by an 
Indian, but by anybody even abroad. That 
is the reason why slau[^ter even for export 
is not allowed and, in fact, export of live 
cattle is objected to. The Hindu religious 
sentiment is essentially against the slaughter 
of a cow and, only because we cannot 
possibly protect cows around the world, it 
is prudently connned to the slaughter of an 
Indian cow. 

Hence; it is not enough, as the author sug¬ 
gests, to take as given only the consumer 
preferences. But we may extend his logic and 
take into account not only consumer 
preferences of a class of Hindus but also 
prevailing religious prejudices and all other 
forms of irrational behaviour. Then every¬ 
thing will turn out to be ‘Efficient’ resource 
use, on what objective grounds, cow knows. 
It is a pity that an otherwise useful study, 
in an area which has lemaiped neglected, 
should begin on such an apologetic note. 

Let us turn to the principal thesis of the 
study. In the words of the author, the main 
thrust is as follows: “We start with the basic 
proposition ... that animal power is asine 
qua non for cultivation under Indian con¬ 
ditions. Consequmitly. the maintenance of 
a sufficient number of draught animals to 
meet the need for draught power fw critical 
operations commands the Brst priority in 
farmers', decisions regarding how many and 
what kinds of animals to hold and how to 
allocate available feed resources... The 
second major inoposition is that cows 
are maintained- by farmers primarily to 
produce Inilloeks and only incidentally 
fbrmilkj The number of cows is there¬ 
fore seen to be a function of the annual 
output of bullocks needed to keep the 
bullock herd at die appnmriate level... the 
reproductive efRcioicy of cows and the 
sundeal rate of maleadvci.>... Thbd, the 
feed ra^uiied for mprk animals and the 
' braeding stock to maintaia die work aidmal 
hard htt the first daiffi tHi availaUe feed 


sundies. .Iris only tfeib.oicmis'l^^ 
needs which is availtildle for milk produc¬ 
tion” (pp WO). These are all unexcep¬ 
tionable propositions. Hence, we ^all con¬ 
fine our remarks to the data and method 
used to demonstrate these propositions 
puticulariy the first twa 
Oiw of the principal results of Chapter 2 
is that “preparatory tillage and sowing 
account for the major proportion of animal 
labour time used” (p 24). This is infer¬ 
red from the distributiim of bullock labour 
input by operations for selected crops 
and districts given in TUsle 2.4. If we drop 
two or three cases, the dam show that 
upwards of half, and in most ca.ses two- 
tUrds or more, is on account of preparatory 
tillage; There are of course large regional 
variations. For instance, in paddy cultiva¬ 
tion, the proportion varies from 48 per cent 
in Surat-Bulsar to 94 per cent in FCrozepur. 
There is also regional variation in the toul 
quantum of bullock labour input. For 
instance; again in paddy cultivation, it varies 
from 30.2 bullock-pair-days per hectare in 
Sambalpur to a mere 8.0 in Ferozepur. But 
this aspect is not discussed on the basis of 
data in Ihble 2.4. We are told that for “the 
variations across regions and between 
different sized farms in the level and |»ttern 
of animal power inputs... the number of 
bullock days per hectare used for various 
crops and operations is simply not a good 
enough basis on which to measure energy 
inputs. This discussion is therefore limited 
to exploring the role of some of the agro- 
dimatic; institutional, and economic factors 
in deteimiiung the stock and species com¬ 
position of work animals relative to land, 
and the patterns of their utilisation” 
(pp 35-36). 

A reference is made to an earlier study by 
the author' where he “found the number of 
work animals per hectare to inerme with 
the pressure of population on land (as 
measured by the rural populatirm per hcctm 
of net sown area) up to a point, and then 
to decline thereafter. The ftinction of the 
form 

Y a + hX + cX* 

was found to fit both inter-state and the 
imidhnldin g cross-section data very well, the 
coefficient of the quadratic term being 
negative and all coefficients statistically 
significant” (p 39). 

In a note it is mentioned: ‘The estimated 
idation for all-India using NSS landholding 
dam for 1971-72 is as follows: 

Y - 292201 -f 0.1S73S2 X - a002299 X^ 
R* - 0.95 

coeffidcats for both X aiul X* significant 
at 5 per cent. Much the same relation holds 
good in most states and regions” (p 64). 
InddemaBy, there is a misprint. The con¬ 
stant shmdd be 0.292201. 

This it indeed g remarkable result The 
diffcienees in the nuinber of work animals 
per heemre seem to be almost entirely ex- 
itiaiiMd by tiie differences in the rural 


poiHilation per hectare of net Aountiain^’^ 

In nplaifation, another earlier study by’4i|j^) 
author^ is quoted: 

As human density ris«, land it cuhlvM^-r; 
more intensively and since private proper^'’' 
prevails, there is a progressive dediiw in tin 
average ii« of holdings. Because of diC;', 
seasonality of rainfall, plow animals ftme-!'/ 
tion at an energy gate. Hence, the dediae.:'' 

in the size of holding does not lead to a pro-, 

portional decline in the number of animals./ 
per holding. Land hat to be prepared foi i 
sowing in a short time during which Hit too- - 
risky to depend on hiring someone ell^s 
animals. It it only by owning his own plow 
animals that the fermer can ensure tlmrHniit 
of initial operations. As a result the told, 
number of dow animals may rite fester thtt. 
the requirernents of draught pouwr (p dR' 

A little later, the author presents data Qg 
the proportion of cultivatorsin different A; 
classes of landholdings not owning tuigr 
working bovine and notes: “.. .tddnl fid 
country as a whole, nearly 85 per cent 
households possessing lest than hdf an acib 
of land (0.2 ha) did not own work aninud 
in 1972, the country could be readily sang 
from 'feble 2.9” (p 46). We may note fiutt 
the proportion is dso Burly high in the land- 
holding class 0.2S-0J ha. 

The author is aware that these data 
diet with the Energy gate^ oqiiaiuakm caitiig '. 
given. But he is undeterred. He says: TTK- 
question arises as to why sudi a' high pTO^ 
portion of small holdings, and neatly lialf« 
of all rural households, did not keep tbair 
own work animals which, according to our 
earlier argument, were so critical to cultiva¬ 
tion. The reason seenu to be fiiat in vny, 
small hddingt the cost of keeping OMfs owa 
wm-k animals is likely to be for too high.. .** 
(p 4b). Fmther. he notes: “Although the pto^ 
portion of farmers without thdr own walk.- 
animals is inversely related to holding sfeg; 
the density of work animals per unit of laad 
amongst all small holders is much highbe’ 
than average and tends tO fell ta^r^ aa 
holding size increases. One also fi^ that 
in many cases, on the average, the overall; 
utilisation rate of owned animals, measund. 
by the number of dm« few which they aiU 
reported to be at work during a yemr, ak|(i‘ 
tends to be low especially among the very 
small holdings” (pp 47-4^ He does not tit' 
the import of it all to his basic hypotluife- 
and o^udes vrith the stme observatiokc 
“However the relation between siae c# 
holding, utilisation of bullocks and coat qf 
own bullock labour Is quite oorapUcatedv 
ip 49). 

He continues: “Oiven the seasonal nature, 
of agricultural operations, it is the paik 
period demand for animal labour 
determines the number of animals to- Ire" 
maintained^ A few lines latei; re fer ri ng (o 
the dau feom the Bum Managreacat 
Survtys. he notes; Tntanitingla araa dniriHg.< 
the months of pe^ activity, 
used hi most cases for not mom than 50^. 
per cent of the days” 0l> 49). Imereatiag^ - 




Ob the iwlitics, Icm. on the underlying 
economic cnuses.' It also has similarities to 
’•the argument of S L Popkin in his refuta¬ 
tion of James Scott’s theory of ’the moral 
economy of the peasant'. Whereas Scott had 
argued that the peasants of south-east Asia 
had rebelled against colonial rule because 
colonial sutes had violated many of the 
moral norms of traditional societies, Popkin 
held that these rebellions had been ones of 
rising apectations, with a peasantry enriched 
hy coloi^ rule providing the main backing, 
liicy were expressions of ‘gteen power'—a 
reflection of the peasant's growing ability to 
organise and struggle for rights and 
privileges previously denied them.^ Popkin 
has been criticised for over-estimating the 
degree to which the peasants of south-east 
Asia were enriched by colonial rule. 
Although some of the peasant rebels were 
from the more prosperous strata, the main 
thrust of the revolts came from subsistence- 
oriented peasants who had been impoverish¬ 
ed by colonial rule.^ 

•Green-Power’ Base? 

In the case of India, the idea of a 'green 
power’ base to the anti-colonial struggle has 
mudi greater plausibility than for south-^t 
Asia. There is no doubt that the Congress 
movement derived a lot of its force in rural 
areas from the protest of relatively pros¬ 
perous peasants who were involv^ to a 
greater or lesser degree in commercial 
agriculture There are; however, serious pro- 
btems with the way in which Epstein tries, 
in this book, to show how this happened. 
He exaggerates the rapidity of commerciali¬ 
sation of agriculture in the period preceding 
the nationalist upsurge in the rural areas. He 
vlnually ignores the role of poorer, subsis¬ 
tence-oriented peasants in the movement. He 
also fails to bring out the importance of 
community-based, rather than class-based, 
support for the nationalist cause As a result, 
this history proves unsatisfactory. 

First, there is the question of the rapidity 
of Gommocialisation in the forty years 
before the start of the great rural agiutions. 
Epstein claims that during this period a 
•previously unknown agrarian class’ 
developed which consisted of 'newly pros¬ 
perous and independent cash-crop fanners’ 
(p 7). In fact, cash-crop fanning had existed 
in many of these regions for centuries. 
Broach had been long known for iu cotton, 
Kbeda for its tobacco^ indigo and ghec; 
Khandesb for its grain and cotton. The 
British, when they established their rule; 
found a strata of rich peasants in all of these 
areas. There was nothing particularly, ‘new’ 
or *unknown’ about such a class. Epstein 
also claims that in the early twentieth cen¬ 
tury •^commercial farming gradually emerg¬ 
ed for the flnt time in the history of Bombiqr 
. as the predominant form of rural produc¬ 
tion” (p 6). He gives figures to support this, 
such as that in 1922-23 40 per cent of the 
entire cropped area of Gujarat was under 
non-food crops (p 18). 1 hm looked at the 
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statistical vdtumet of the .gjazettcet of 
Bombay Presidency and have calculated on 
the basis of the figures theie that in 1920-21 
only 21.1 per cent of the occupied land of 
British Gujarat was under non-food crops, 
which were fibres (mailsly cotton), tobam 
and dyes. Eveii if we add the othw leading 
crops grown for the nuoket-Aoilseeds and 
sugarcane—the figure only comes to 23.8 per 
cent. What it more; time had lUM been mudi 
increase since the late nineteenth century, the 
area under such crops in 1890-91 being 22.S 
per cent of the whole.^ The picture is one 
of stagnation rather than dynamic growth. 
Some other areas had a greater proportion 
under cash-cropi In Khandesh 37.8 per cent 
of the occupied land was under fibers, tobac¬ 
co, dyes, oilseeds and sugarcane in 1921-22. 
Since 1890-91 there had, however, been 
something of a regression, for at that time 
40 per cent of Khandesh had been under 
those crops.’ 

This picture of stagnation rather than 
growth is supported by some recent economic 
histories of this region. Sumit Ouha, in a 
book on the Bombay Deccan, has argued 
that the period from 1875 to 1941 was 
characterised overall by agrarian stagnation. 
The area under cultivation did not rise; crop- 
yields fell, and the population increased.* 
Another study, by Satish Chandra Mlsra. 
deals with the ^mbay Presidency as a 
whole. He has found that certain areas, 
notably the districts of Broach, Surat, 
Khandmh and Dharwar, were already highly 
commercialised in the late nineteenth cen¬ 
tury. In the first 40 years of the twentieth 
century there was not, however, any very 
dynamic growth. Between 1903-4 ^ 194041 
the percentage of the cultivated area under 
the major cash-crop cotton, declined from 
14.4 to 13.3. The only cash-crop which ex¬ 
panded in area in any significant way during 
this period was groundnut, which rose from 
0.3 per cent of the area to S.4 per cent.^ 
Groundnut growiim was confined Imgely to 
the poorer soils of the Presidency, rather 
than the areas where Epstein perceives 
dynamic growth. Sugarcane; the great com¬ 
mercial onm of today, csqianded in area from 
a tiny 0.2 per cent of the total cultivated area 
in 1M34 to 0.4 per cent in 194041. Sugar¬ 
cane needs a lot of irrigation, and in 
Bombay Presidency as a whole in 194041 
only 3.9 per cent of the total area was ir¬ 
rigated (and of this only 1 per cent by 
government canals).* In Gujarat the area 
under irrigation Ktually fell during the early 
twentieth century. According to Misra, the 
significant expanrion of cash-crop cultiva¬ 
tion occurred in western India <mly with the 
Green Revolution of the i960t.* Misra pro¬ 
vides other data which reveals that the com¬ 
mercialisation of agriculture even in the 
most •dynamic’ regions, was a much slower 
and more problematic process than that 
argued by Epstein. 

This picture—of general ratal stagnation 
during the last seventy^xld years of Gonial 
rule—calls into question Epstein’s aigumem 
that by joining the Congress movement a 
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TresMynMnesged datfiof 
were fovesting their new-founif e^th' in a 
bid for pohtical power. It is more appro¬ 
priate to argue that peasants who had long 
farmed for the market had become ftpst- 
rated by the overall stagnation of the rural 
economy under colonial rule, and that they 
were struggling to win power so that a base 
could be laid for the more fundamental com¬ 
mercialisation of agriculture which occur¬ 
red after independence Although this argu¬ 
ment fits the facts far better, 1 do not myself 
see it as being the whole truth of the matter, 
it is too narrowly economistic an ex¬ 
planation for what was, after all, a straggle 
against colonial domination and oppression 
of all stnts. as wdl as being too'dass-based’, 
for in reality these rural movements were 
supported iy communities rather than 
classes. I shall return to this last point later 
in the review. 

Epstein also tries to demonstrate a close 
coincidence between degrees of rural com¬ 
mercialisation and support for the na¬ 
tionalist movement. This again is ques¬ 
tionable Thus Kheda district, always in the 
vanguard of the struggle from 1918 to 1942, 
had only 12.7 per cent of its area under the 
leading cash- crops of tobacco, sugarcane 
oilseeds, fibres and dyes in 1920-21.'<* East 
Khaiulesh district on the dther hand had 
43.6 per cent of its occupied area under these 
crops in 1921-22, yet the movement there was 
never arching like so strong as in Kheda. 
Even if we take smaller units, which allow 
us to pinpoint areas of nationalist stten^h 
with greater precision, the equation does not 
work. Borsaid taluka of Kheda district was 
one of the most powerful centres of na¬ 
tionalism throughout India fiom 1917 to 
1942, yet in 1924 only 18 per cent of its area 
was under cash-crops.» far the Halol taluka 
of the Fanch Mahals district the movement 
was far less sustained, being moderately 
strong only in 1930, yet the area under cot¬ 
ton alone was in 1924, 37 per cent of the 
whole.'* 

Poor Peasant Movements 

A second rngjot problem with Epstein’s 
book is that it depicu these movements by 
more prosperous peasants as the only ones 
of significance for the nationalist movemenL 
He does this either by ignoring or denig¬ 
rating the participation of poor subsistence 
peasants in the struggle Thus on page 90 
he describes the Quit India Movnnent of 
194243 in Surat district as bciiig centred in 
the most, prosperous commercialised 
villages, being supported by the richer 
htidar and Anavil petirants. He fails to 
mention the strong support giv^ by the 
poorer Kttii peasants, and entirdx i^iotes 
a strong un^rground movement initiated 
and led by adivasi peasants directed against 
pro-British landloitds and liquor doders. 
This adivasi upsurge came as a Ottiffiinatioii 
of two decades of strong support by the 
adivasis of the interior of Surat district for 
the nationalist cause.'* He describes the 
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fixittir waged fat the 

Mfcslem Ohate in 1930 as (he quotes a Irtish 
official with approval) "open looting of 
forests by ignoiant persons”. The Koli forest 
satyagrehis are dismissed a$ “backward Koli 
'tribesmen... incited by local banias to refuse 
grazing fees” (p 64). Likewise, the Bhil par¬ 
ticipants in the Quit India struggle are 
described as being "bften influenced by cash 
inducements from outside” (p 88). The 
thrust of Epstein's argument here is that 
poor subsistence peasants were unable 
through poverty and ignorance to grasp the 
nature of nationalism, and therefore when 
they took part in the movement they did so 
almost unknowingly, being egged on and 
manipulated by interested parties. The fac¬ 
tional’ dite-manipulation argument of the 
Cambridge school, which Epstein has not 
accepted for the richer peasants, regains its 
entry by the back door. He thus denies these 
movements by poor peasants the legitimacy 
and dignity which he accords to the move¬ 
ments of the rural rich. In the process their 
movements are marginalised to the point of 
non-existence. 

It appears that for Epstein the poor pea¬ 
sant’s support for the Oandhian Congress 
was lacking in substance. For him valid 
political activity comes only from a political 
awareness which flows from economic pro¬ 
sperity and education. In his eyes, only the 
richer peasants can know the world outside 
the village well enough to be able to give in¬ 
telligent support to a political patty. The 
belief of the poor Kolis of Nasik district in 
1930 of ‘stories of a Gandhi Raj’ (p 64) is 
thus dismissed b)' hun as something worthless 
and illusory. In this he does the poor 
peasants who threw their support behind 
Congress a grave injustice. 1 heir demands 
differed from those of the more prosperous 
peasantry, being less concerned with bring¬ 
ing into Mng a bourgeois nation state, more 
concerned with forging a polity in which 
their customary rights would be respected 
and a new morality would pervade. They 
may have been misguided in thdr belief that 
the Congress would work in such a direction 
once in power. This does not mean, however, 
that such alternative agendas were lacking 
in value. They provided critiques of both 
feudal and capitalist forms of exploitation 
which continue to be of importance to this 
day. 

Finally, there is the matter of community- 
based support for the Congress, which Eps¬ 
tein fails to examine in any adequate way. 
most probdsly because it calls into question 
his argument that the movement was of a 
class—the rich peasants. As it was, suppon 
tended to be community-based in a way 
which cut across class. For example; in rural 
GnJarat the movement was dominated by the 
Fatidar community, members of which were 
mainly rich and middle peasants. The Sunni 
Bohra community, which lived alongside the 
Fktidan and which in class terms was very 
similai; supported the KhUafat cause during 
the l92Qi a^ the Muslim League thereafter. 
The Maiathas of Sataia district kept out of 


the Congress during the early 192^ as die 
party was dominated there by BraJimans. 
They supported the non-Brahman Satya- 
shodak Samaj, in 1919-21 launching what 
Gail Omvedi has described as a ’major pea¬ 
sant revolt’ directed chiefly against 
Brahmans.This revolt did not become a 
part of nationalist struggle. During the 
1920s, with the emergence within the 
Bombay Congress of powerful non-Brahman 
leaders—such as the ’son of the soil’, 
Vallabhbhai Patel—the Marathas of Satara 
became more sympathetic to the party. Dur¬ 
ing the I930<i and 1940s they were among its 
strongest supporters in Bombay Presidency. 
The pattern, therefore, was for suppon to 
be determined by the histories of particular 
communities. If one community was associ¬ 
ated with Congress, communities with which 
it was in conflict were likely to remain aloof, 

British Myths 

What, therefore, is panicularly important 
is to understand the history of various com¬ 
munities. in many cases these communities, 
far from being 'traditional', represented 
relatively new forms of solidarity. Thus, the 
idea of an identity of interests of all 
Marathas oi of all I^tidars was not some¬ 
thing found before the nineteenth century. 
The reasons w hy these communities con¬ 
solidated in such a way and the implications 
of this development need to be etamined 
carefully. It is noticeable, also, that certain 
communities were particularly militant. Ex¬ 
amples are the Marathas of the Krishna 
valley, the Patidars of Gujarat, the Kolis of 
the Western Ghats. Time and time again they 
came to the fore in struggles, not least dur¬ 
ing the nationalist movement. The reasons 
for this militancy need to'be understood, for 
many communities with a similar socio¬ 
economic base but with no such tradition 
remained quiet during the movement. We 
need also to be aware of patterns of conflict 
between communities, which could be based 
primarily on differences of religion or 
ethnicity (as between Hindu and Muslim 
communities with similar class bases) or on 
differences of status and economic position 
(as in the conflict between Brahmans and 
non-Brahmans, and between dominant and 
subordinate peasant communities). All of 
this will help us to understand more clearly 
why the nationalist movement took the form 
it did in particular areas. This is trr; not 
only for Bombay but for India as a whole. 
In all of this, patterns of commercial farm¬ 
ing provide only one part of the picture; 

The book is based on a massive amount 
of archival work and library reading. The 
large bulk of the material comes from 
British offleial sources. This, I think, 
reflected in the writing. There is too easy an 
acceptance of certain British myths, such as 
that there was rapid commercialisation of 
agriculture and growing rural prosperity, 
with an emergence of a new class of ‘sturdy 
yeoman farmers’. Although Epstein to some 
extent resists the colonial dogma which 


ascribed all popular nationalism to elite 
manipulation, he lapses back into such m 
interpretation when he is writing about the 
lower classes, it is a pity that he did not 
balance the offleial sources with a more 
careful reading of nationalist records, 
newspapers and literature, some travel in the 
regions in which the movement was strong, 
and interviews with participants. He might 
then have understood better the nature and 
spirit of this powerful upsurge in rurrd 
Bombay. 
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A Correction 

In our editorial comment. ’Steel: 
Bypassing Domestic Industry’ 
(December 3), in para 4, line 22, 
TISCO should read lISCOi The error 
is regretted. 

-Ed 
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Rural Credit: Mystery of the Missing 

Households 

K Seeta PraMiu 
Avadhoot Nadkarni 
C V Achuthan 

The substantial decline in the proportion as well as in the absolute number of households reporting indebtedness 
between 1971 and 1981 at both the all-India level and the states level, as revealed by the All-India Debt and 
Investment Survey, 1981-82, is indeed an intriguing development. This is particularly so as the decline has occurred 
during a period which has witnessed a phenomenal expansion in the institutional credit network in the rual areas. 
This paper is an attempt at understanding this issue in some detail. 


THE Raport of the All-India Debt and In- 
vwtment Survey, 1981-82,' has revealed that 
there has been a substantial increase in the 
share of the institutional sector in meeting 
the credit requirements of the rural house- 
hcrids: whereas the institutional sources ac¬ 
counted for only 29.20 per cent of the out¬ 
standing cash debt of the rural households 
in 1971,^ their share increased to 61.20 per 
cent in 1981. While this is a very welcome 
development, it needs to be viewed in the 
context of the sharp decline in the propor¬ 
tion and number of households reporting 
outstanding loans in rural areas. 

In 1971, 42.81 per cent of the rural 
households reported outstanding loans from 
both institutional as well as non-institutional 
sources. The proportion declined to 19.97 
per cent in 1981 Though the estimated total 
number of rural households increased from 
77.04 million to 93.62 million between 1971 
and 1981, a decline of this order in the pro¬ 
portion of indebted households implies a 
reduction in the absolute number of in¬ 
debted households from 32.98 million in 
1971 to 18.70 million in 1981, i e, a decline 
of the order of 43.30 per cent over the 
decade. 

A surprising feature of this development 
is that the relatively better-off states as well 
as the poor states have experienced a sharp 
dedUne in the proportion of rural households 
reporting ddn. Thus in Punjab, the propor¬ 
tion declined from 34.40 per cent to 18.92 
per cent between 1971 and 1981. During the 
same period, relatively poor states such as 
Bihar and Rajasthan also reported a sharp 
decUne in the proportion of inddMed house- 
hrdds from 42.10 to 12.18 per cent and 36.70 
to 24.24 p«' cent respectively. Further, a 
decline in the proportion of households 
reporting inddsr^ness is not confined to any 
sin^c category of the rural households. 
Substantial declines in the proportion of in- 
ddned households are observed for both the 
cultivator and non-cultivator categories— 
from 46.10 per cent in 1971 to 22.34 per cent 
in 1981 in the case of the former and from 
34.30 per cent to 12.34 per cent In the case 
of the latter. 

The substantial decline in the proportion 


as well as in the absolute number of house¬ 
holds reporting indebtedness between 1971 
and 1981 at both the all-India level and the 
states level is indeed an intriguing develop¬ 
ment. This is particularly so as the decline 
has occurred during a period which has 
witnessed a phenomenal expansion in the in¬ 
stitutional credit network in the rural areas. 

This paper is an attempt at understanding 
the issue in some detail. The work reported 
here is part of a larger ongoing project on 
rural credit. The aim of the paper is to focus 
attention on the issue and to examine its im¬ 
plications. The analysis is confined to the 
category of cultivators at the all-India level. 
Moreover, the analysis pertains only to the 
asset group-wise changes in the number of 
indebted households over the decade and 
does not take into account the extent of cash 
debt outstanding and changes therein. 

METHODOIXX3Y 

The asset group-wise data on outstanding 
cash debt of cultivator households as pub¬ 
lished by the Reserve Bank of India for 1971 
and 1981 form the basis of this .study. The 
1971-72 monograph classifies the hous^olds 
into eleven asset groups; whereas the 1981-82 
report differentiates among eight asset 
groups, the classification of 1971 being more 
detailed than that of 1981 at all levels except 
at the upper end of the distribution—the 
1971 open class compriung households with 
asset holdings of Rs 1 lakh and above is dif¬ 
ferentiated in the 1981 data into two classes, 
viz, households with asset holdings of Rs 1 
lakh to Rs 3 lakh and Rs 3 lakh and above. 
The asset classes can, however, be suitably 
combined to provide data for seven asset 
groups with common clasis limits in the two 
years under consideration, the last asset 
group being the open ended class of house¬ 
holds with assets of Rs 1 lakh and above.^ 

The asset groups in each of the two years 
are, however, specified in terms of current 
prices and hence are not identical even if the 
asset classes are appropriately combined to 
obtain common class limits. It would there¬ 
fore be necessary to compare the indebted¬ 
ness positions of households between the 


two time points after adjusting the 1981 asset 
classes for the increase in the value of assets 
which is due to the increase in asset prices 
over the decade 1971-81. 

The report of the All-India Debt and In¬ 
vestment Survey of 1981-82 indicates, using 
CSO data, that the nominal vidue of assets 
increased in the above decade at the rate of 
IS per cent per annum; whereas the growth 
rate of assets in real terms was about 4 per 
cent per annum.* This implies that over the 
decade as.set prices increased at the rate of 
approximately 11 per cent per annum, i e, 
an increase by a factor of 2.84 over the ten 
year period. The seven asset groups of I98J 
were uniformly adjusted to account for this 
increase in asset values due to the increase 
in asset prices. Thus the first asset group of 
1971, households with asset values of up to 
Rs, 1,000, was considered as comparable 
with the group’detined by asset values of up 
to Rs 2,840 in 1981 and such, adjustments 
were made through the seven asset groups 
of 1981.’ 

The 1981 data on the proportion of in¬ 
debted households in each of the seven asset 
groups had to be reworked for the adjusted 
asset groups of 1981. This was done in the 
following steps: 

(i) The reported proportion of indebted 
households in each of the ‘unadjusted* asset 
groups of 1981 was convert^ into the 
number of indebted households in the 
group, using the asset group-wise data on 
the estimated total number of households 
provided by the 37th Round of the National 
Sample Survey.* 

(ii) The number of indebted households in 
each of the ‘revised’ asset groups of 1981 was 
obtained by Interpolation on the cumulative 
number of indebted households in the 
‘unadjusted’ groups using (a) standard in¬ 
terpolation techniques for unequal class 
sizes, viz, Newton’s divided diffnence for¬ 
mula and Lagrange formula, (b) curve fitting 
methods using curvesof degree 3 and 4 fitted 
to logarithmic values of cumulative numbers 
of indebted households and logarithmi of 
the relevant class limits, (c> double-log pro¬ 
portionate interpolation method, and 
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(<l> graphical method ming logarithmic 
grapht. 

The graphs of cumulative frequencies on 
all sets of data^ were found to be regular 
smooth curves and hence it was decided to 
use the interpolated values obtained from 
these graphs as benchmarks to evaluate the 
performance of other interpolation methods. 
Interpolations using curve fitting methods 
as well as Newton’s divided difference for* 
mula and Lagrange formula were found un¬ 
suitable on the above criteria and also 
because the methods produced, for certain 
classes, values which could be rejected on 
a priori grounds (i e, laige values, or negative 
values obtained residually for the end 
classes). The interpolated values obtained by 
the double logarithmic proportionate trans¬ 
formation were found to be reasonably close 
to the graphical values, and hence; have been 
used to carry on further analysis.* 

The analysis undertaken concerns the 
comparison of the number of cultivator 
households reporting outstanding cash dd>t 
between 1971 and 1981 according to asset 
groups which have been made comparable 
and the aggregate with respect to the 
following: 

(i) the number of indebted cultivator 
households; 

(ii) the number of cultivator households 
borrowing from institutional/non- 
institutional sources; and 

(iii) the number of cultivator households 
borrowing for productive/non¬ 
productive purposes.* 

It should be noted that the households bor¬ 
rowing from the institutional sources and 
those borrowing from the non- institutional 
sources do not add up to the reported total 
ihimber of indited households due to the 
fact that.the households reporting loans 
from multiple sources get counted under 
each source separately; though in case of the 
total number of hou^olds reporting loans, 
an indebted household is counted only once 
irrespective of the number of sources it bor¬ 
rows froro.’* The interpolation and analysis 
has hence had to be conducted separately for 
data on households borrowing from institu¬ 
tional and those borrowing from non-insti- 
tutional sources. A similar remark, of 
course; ^so applies for households borrow¬ 
ing for productive and non-productive 
purposes. 

ANALYSIS AND OBSERVATIONS 

Ihbles 1-S. provide the asset group-wiw 
number indebted cultivator househrridi in 
1971 and 1981. IhUe 1 provides data regar¬ 
ding the total nua^ of Indebted cultivate 
households. Ikbln 2 and 3 present data on 
the number of cultivator households bor- 
rosring lespectivdy fimn institutional and 
non-institutional souiees, whereu Ihbles 4 
and S provide data on the number of culti¬ 
vator housdiolds borrowing for productive 
and noa-psoduedve purposes respectively. 
The 1981 ^ta an presoited for both the 


original asset groups (column 3) and the 
asset grmips adjust^ for increase in asset 
prices (erdumn 4). The remaining two 
columns of the tables show the asset group- 
wise change in the number of borrowing 
cultivator households for the uruevised aitd 
revised asset groups respectively.*' 

An examination of the last rows of the 
tables shows that there has been a subsun- 
tiai decline in the number of borrowing 
cultivator households at the aggregate level 
as well as in each of the categories except 
for the number of borrowing from institu¬ 
tional sources. While the decline at the 


aggregate level was 37.44 per cent it was as; 
mudi as 55 to 60 per cent for cuhivatoir. 
households borrowing from non-institu-' 
tional sources/for non-productive purposes 
Even the increase of 14.11 per cent observed 
in the number of cultivator households bor- 
rowing from institutional sources is not large 
by any reckoning. 

Since borrowings from institutiorud 
sources are largely for productive purposes, 
while borrowings from non-institutional 
sources could also be for non-productive 
purposes, it is not surprising that a large 
decnase in the number of households, bor- 


Tabi e 1: Assex Oroup-wise Number of iNrasTEO Cultivator Households 


Asset Groups No of Cultivator Households Change from 1971 to 1981 



1971 

1981 

(Unrevised) 

1981 

(Revised) 

Unrevised 

(3-2) 

Revised 

(4-2) 

1 

2 

3 

4 

5 

6 

Cl 

1,185,924 

152,856 

1,062,716 

«1,033,068 
(-87.11) 

-123408 

(-10J9) 

G2 

7,330,520 

1,380,144 

4,023,187 

-5,950.376 

(-81.17) 

-3407433- 

(-45.119 

G3 

5,753,400 

1,810,589 

3.740,074 

-3,942,811 

(-68.53) 

-2.013428 

(-35.00) 

04 

5^03,318 

3,202,408 

3,099,649 

-2,000,910 

(-38.45) 

-2.I03,6«9 

(-40,43) 

05 

3,905,968 

4,797,703 

2,594,192 

891,735 

(22.83) 

-1.311.778 

(-3348) 

G6 

1,028,302 

2422,995 

689,076 

U94,693 

(125.91) 

-339428 

(-32.99) 

07 

335.118 

1,818,057 

275,858 

1,482,939 

(442.51) 

-59,260 

(-17.68) 

G6 and G7 

1,363.420 

4,141,052 

964,934 

2,777,632 

(203.72) 

-398A86 

(-2943) 

Ibtai 

24,761,880 

15,489,067 

15,489,067 

-9472.813 

(-37.44) 

-9472,813 

(-37.4^ 


Note: Figures in parentheses denote percentage change from 1971. Figures do not exactly add 
up to the total because of rounding. 


Table 2: Asset Group-wise Number of Indebted Cultivator Households BorrOwino from 

Ifotitutional Sources 


Asset Groups No of CulUvator Households Change from 1971 to 1981 


1 

1971 

2 

1981 

(Unrevised) 

3 

1981 

(Revised) 

4 

Unrevised 

(3-2) 

5 

Revised 

(4-2) 

6 

GI 

114,087 

9442 

320,823 

-104,745 

(-91.81) 

206,736 ' 
(18141) 

C2 

1,478,181 

475,911 

1,849,513 

-1,0(0.270 
' (-67.80) 

371433 

(2H» 

G3 

1,689,900 

727,485 

2432,844 

-962,415 

(-56.95) 

542,944 

(32.13) 

G4 

2,031,114 

1,784,051 

2,051,752 

-247,063 

(-12.16) 

2043d ’ 
(01.0^ : 

G5 

. 2,021,952 

3,049,526 

2,020,598 

1.027474 

(50.82) 

-1454 

(-0.07) 

G6 

673,940 

1,692,352 

614,622 

1,018,412 

(151.11) 

-59411 

(- 0 g. 8 n 

84^ 

(03.3Q 

G7 

254,520 

1,614,575 

263490 

1.360,055 

(534.36) 

06andC7 

928,460 

3,306,927 

877,712 

2,378.467 

(256.17) 

-50,748 

(-0547) 

Ibtai 

8,198490 

9.354.841 

9454,841 

1.156,651 

(14.11) 

1456431 

(14.11) 


Note. Figures in paieathesei denote percentage change from 1971. Figures do not eiactly add 
up to the total because of roundiiig. 



ftem non-insthutiona) sources (60.58 
^.^..cetit) corresponds to a decline of a 
". tidtfiar order (57.53 per cent) in the number 
of cultivate households borrowing for non- 
■ ModucUve purposes. In absolute terms, there 
. w been a decline of 12.94 million house- 
hOldf borrowing from non-institutional 
sources as against 9.72 million households 
borrowing for non-productive purposes. In 
cgiUiast, despite an increase of 14.11 per cent 
in dw numbCT of cultivator households bor- 
ipwuig from institutional sources, there has 
bm a decline of the order of 15.42 per cent 
hi the number of cultivator households bor¬ 
rowing for productive purposes. Thus, bet¬ 
ween 1971 and 1981, an increase of 1.16 
million households borrowing from institu- 
donal sources has not been able to prevent 
the reduction of over 1.83 million house- 
hdds borrowing for productive purposes. It 
is also pertinent to note here that while the 
non-inMitutional sector has witnessed a 
reduction of 12.94 million households, the 
increase in the number of households bor¬ 
rowing from the institutional sources is only 
1,16 million. 

As regards the asset group-wise changes, 
the pattern that was observed for the un¬ 
adjusted and adjusted asset groups was, as 
expected, mark^ly different. In the un¬ 
adjusted asset groups the burden of the 
observed decline was borne largely by the 
lower asset groups; the upper asset groups 
clearly showing a smaller percentage decline 
or an actual increase in the number of bor¬ 
rowing cultivator households. The picture is 
Signiflcantly dianged on making adjustments 
fm inflation. In the revised asset groups, the 
reduction is mote uniformly distributed, 
with the lower asset groups now showing a 
mud) smaller percentage dedine than earUer 
or even an actual increase while the upper 
asset groups show a much smaller increase 
m an actual decline in the number of 
cultivator households. Thus, for the total in¬ 
debted cultivator households in Ittble 1, an 
across-the-board decline in the number of 
indebted households is observed in 
ccdumn 6, though the unrevised data in 
column 5 show much larger declines for the 
flrtt three asset groups and substantial in¬ 
crease for the last three asset groups. Also, 
for the cultivator households borrowing 
ftom institutional sources (Ihble 2), a dedine 
of over 91 per cent in the first asset group 
Is dianged to an increase of over 180 per cent 
in the revised asset groups; whereas an in¬ 
crease of over 500 per cent in the seventh 
•asset group is changed to a mere 3 per cem 
increase in the number of borrowing culti- 
witor households after asset groups are 
adjusted for inflation. 

In terms of absolute numbers, the brum 
of the burden of the decline in the aggregate 
number of cultivator households, as well as 
those borrowing from non-institutional 
sources and for non-productive purposes 
sms borne by asset groups 2. 3 and 4. With 
icipcct to borrowing from institutional 
SOunes and for productive purposes, it is 
observed that while the first four asset 


groups recmded an increase lit the number 
of cultivator households borrowing from in¬ 
stitutional sources, only the tint group 
recorded an increase insofar as borrowing 
for productive purposes was conoo'ned. The 
relatively better performance of the culti¬ 
vator households belonging to the first asset 
group with respect to borrowing from in- 
sthutionai sources for productive purposes 
could have been due to the special attention 
paid to them by the government with respect 
to disbursal of credit. 

It thus seems that the decline in the 


number of bor rowing ciiiiti'mtor hoim^dds 
is neither restricted to borrowings frmn non- 
institutional sources nor Is it conflned to 
only borrowing for non-productive purposes. 
Borrowings from institutional sources as well 
as for productive purposes have declined in 
the middle and upper asset groups. 

Towards an Explanation 

Three different factors might have been 
responsible for the reported reduction in the 
number of indebted cultivator households 


Table 3: Assei Group-wise Number or Inuebted Cultivator Households Borrowing from 

Non-Institutional Sources 


Asset Groups 

I 

No of Cultivator HouKholds < 

Change from 1971 to 1981 

1971 

2 

1981 

(Un revised) 

3 

1981 

(Revised) 

4 

Unrevised 

(3-2) 

5 

Revised 

(4-2) 

6 

Gl 

1,197,989 

136,438 

886,134 

-1,041,331 

-311,835 





(-86.94) 

(-26.03) 

G2 

6,843,839 

1,097,822 

2,624,238 

-5,748,037 

-4,221,621 





(-83.96) 

(-61.67) 

G3 

3,082,600 

1,269.026 

2,033,013 

-3,813,574 

-3,047,587 





(-75.03) 

(-39.96) 

G4 

4.329,380 

1,791,458 

1,538,788 

-2,537,922 

-2.790,592 





(-58.62) 

(-64.46) 

G3 

2,922,736 

2,487,391 

1,071,399 

-435,345 

-1,851,337 





(-14.90) 

(-63.34) 

G6 

713.072 

1,046,743 

206,261 

333,671 

-306,811 





(46.79) 

(-71.07) 

G7 

203.737 

571,073 

37,688 

365,336 

-148,049 





(177 J7) 

(-71.96) 

G6andG7 

918,809 

1,617,816 

263,949 

699,007 

-634,860 





(76.08) 

(-71.27) 

Ibtal 

21,339,910 

8,419,357 

8,419,357 

-12,940,553 

-12,940,553 





(-60.58) 

(-60.38) 


Note; Figures in parentheses denote percentage change from 1971. Figures do not exactly add 
up to the total because of rounding. 


TABI.E 4: Asset Group-wise Number of Indebted Cultivator Households Borrowing 

FOR Productive Purposes 


Asset Groups 

No of Cultivator Households 

Ciumae from 1971 to 1981 

1 

1971 

2 

1981 

(Un revised) 

3 

1981 

(Revised) 

4 

Unrevised 

(3-2) 

5 

Revised 

(4-2) 

6 

Gl 

222,244 

24,537 

383.778 

-197,707 

(-88.96) 

161,334 

(72.68) 

G2 

2,319,733 

548,507 

2.132481 

-1,77I4M 

(-7645) 

-187452 

(-08.07) 

C3 

2,593,300 

913,431 

2496.035 

-1,680,069 

(-64.78) 

-197463 

(-07,61) 

G4 

2,888,183 

1,915,819 

2,200,840 

-972,364 

(-33.67) 

-687,343 

(-23.79) 

G5 

2,693,008 

3.257.496 

2493.197 

S62.488 

(20.87) 

-601411 

(-22.33) 

G6 

845,686 

1,837,043 

393,171 

991457 

(117.20) 

-232413 

(-2946) 

07 

300,475 

1,337,792 

2SS423 

1457417 

(418.44) 

-43452 

(-1546) 

06 and 07 

M46J6i 

3494,833 

848494 

2445474 

(196.19 

-297,767 

(-4348) 

Ibtal 

11,879,010 

10,047442 

10.047442 

-1431468 

(-15.42) 

-1.831468 

(-lS.«t) 


Note: Figures la parentheses denote percentage change from 1971. Figures do not aiacthf add, 
up to the total becnite of rounding. 








betweea 

Fimty. it i> poMible th«t the reported 
reduction could hcve been due to an under- 
esttmation of indited households in I98i. 
Secondly, it might be suggested, that during 
the ten-year period, the incomes of the 
cultivator households have increased subs¬ 
tantially thereby reducing sharply their 
depeitdence on extern^ sources of credit 
even for productive purposes. Thirdly, it is 
likely that there exists an excess demand for 
credit which is not being met by the credit 
ageiKies. In what follows, we examine each 
of these arguments in greater detail. 

For the Ail-India Debt and Investment 
Survey 1981-S2, the National Sample Survey 
Organisation and the Reserve Bank of India 
adopted a two stage stratiried sampling 
design with villages in the rural area and 
sampling blocks in the urban area as the fust 
stage units and households as the second 
stage units. The effective sample size was 
7,718 villages and 5,300 urban blocks with 
8 and 6 households selected respectively per 
village and urban block. This gives a sample 
of 61,744 households in the rural area and 
31,800 households in the urban area. It must 
be noted that the rural sample is much 
smdicr than the sample of 100,000 house¬ 
holds reported in the 1971-72 survey, not only 
in absolute terms (a reduction of about 40 
per cent), but also as a proportion of total 
number of estimated rural households. Thus 
the 1971-72 surv^ included 0.13 per cent of 
all rural households in the sample (100,000 
households out of an estimated total number 
of 77 million rural households); whereas this 
percentage was halved to 0.066 in the 1981-82 
surv^ (61,744 households out of an esti¬ 
mated number of 93.62 million rural house¬ 
holds). 

The conclusions of the 1981-82 survey 
have been drawn from a much smaller sam¬ 
ple than the one used in 1971-72 survey. The 
reduction in the estimated number of in¬ 
debted cultivator households in 1981 over the 
figures obtained in 1971 cannot, of course, 
be attributed to the smaller size of 1981-82 
sample per se. A note vrill also have to be 
taken in this rt^ard of the small sampling 
errors repotted by the National Sample 
Survey in respect of some of the estimates 
obtained from the survey.'^ One would 
have, howevtf, expected a more elaborate 
discussion in the publidied reports of the 
reasons which prompted the National Sample 
Survey and the Reserve Bank of India to 
plan for a smaller sample in absolute terms 
in spite of an increase in the total number 
of households (e g, more efficient stratifica¬ 
tion in the 1981-tt survey), 

A Anther conrideration with regard to the 
sample is ^o important. The sample 
sde^ for the 1981-82 survey was in two 
parts: a central samide investigated by the 
National Sample Survey Organisation and 
a matefaing state sample invest^ted by the 
respective state statistical age^es. Apart 
Aom r*M*««lt<g the pooled estimates chtain- 
cd by cotnMiiiiiv tbe central and state 
sampla, the NSS has inovided statewise 


and all-India estimates teparatriy for die two 
samples as also by the two Independent suih- 
samples ol each of tY« above samples with 
explicit purpose of showing the varia¬ 
tions in. the estimates derived independently 
from (tifferent sub-samples. An examination 
of these variations by samples and sub¬ 
samples in illuminating, especially for the 
estimates of percentage of indebted rural 
cultivator households by states. The varia¬ 
tions between estimates obtained by sub- 
saunples within a sample (central or state) 
do not seem to be significant atleast at the 
all-India level. The differences in the 
estimates obtained from the central sample 
and those obtained from the state sample, 
however, seem to be significant especially in 
respect of many of the states. Thus, at the 
all-India level, whereas the central sample 
reports 25.81 per cent of rural cultivator 
households to be indebted the percentage of 
such households reported to be indebted by 
the state sample is a mere 18.72. The dif¬ 
ferences are even more glaring for some of 
the states, the corresponding percentages 
being 40.55 and 22.23 for Andhra Pradesh, 
17.95 and 8.11 for Bihar, 22.06 and 7.21 for 
Haryana, 35.70 and 19.28 for Karnataka, 
29.25 and 15.19 for Orissa, 27.54 and 16.14 
for Punbaj, 34.37 and 16.47 for Rajasthan, 
44.54 and 24.70 for Ihmil Nadu, and 22.05 
and 1.31 for Goa, Daman and Diu.'^ 
Moreover, in most cases, the state samples 
seem to provide a lower value of the propor¬ 
tion of indebted households than that pro¬ 
vided by the central sample, it would be an 
interesting hypothesis to postulate that there 
were factors at work which systematically 
underestimated the proportion of indebted 
households in the state sample and since this 
sample had a weightage of almost 50 per 
cent in the total sample; the underestimation 
of indebted households was carried over to 


the estimates otatuned by poolmg the state ’ -' 
sample results with those of the centnlt 
sample. 

The extent of underestimation in tire . 
1981-82 AU-lndia Debt and Investment 
Survey may also be gauged by examining the 
data pertiuning to the munbet of agricuhural 
loan accounts with all credit institutions as 
available from other sources. This bumber 
was reported to be 23.18 million in 
1981-82.'* As against this, the 1981-82 
survey estimated that the number of rural 
households borrowing from institutional 
sources was 10.07 million. The data are not 
directly comparable as one source refers to 
the number of loan accounts and the other 
to the number of ii\ddMed households. There 
is no information«available regarding the 
number of loan accounts per rural house¬ 
holds. Using the assumption of one loan ac¬ 
count per rural household, the extent of 
underestimation with respect to individual 
borrowers could be of the order of 13.11 
million. However, this is likely to be an ex¬ 
aggerated estimate in view of the fact that 
the average number of agricultural loan ac¬ 
counts per rural household is likely to be 
greater than one Further, the record of loan 
accounts maintained at the institutions 
would also include accounts whose repay- 
meni> have been long overdue Such ac¬ 
counts may not normally be reported in a 
household survey. 

A true pictuye of the situation can emerge 
only by conducting a study to determine the 
extent of under-reporting in 1981-82. It is 
pertinent to note that the Reserve Bank of 
India had conducted such a study with 
respect to the 1971-72 All-India Debt and 
Investment Survey in selected villages of 
Maharashtra and concluded tlrat the extent 
of under-rqwrting with respect to the 
amount outstanding with the co-opererive 


Table S: Asset Group-wise Number or Indebted Cultivator Households Borrowing 
TOR Non-Productive Purposes 


Asset Groups 

No of Cultivator Households 

Change from 1971 to 1981 

1971 

1981 

1981 

Unrevised 

itevised 



(Unrevised) 

(Revised) 

(3-2) 

(4-2) 

1 

2 

3 

4 

S 

6 

Gl 

1,040,421 

141.376 

775,425 

-899,045 

-264,996 





(-86.41) 

(-25.47) 

G2 

5,859,070 

953,435 

2,263,939 

-4,905,635 

-3,595,131 





(-83.7j) 

(-61.36) 

G3 

4,063,700 

1,050,494 

1,761,314 

-3,013,206 

-2.302386 





(-74.15) 

(-5636) 

G4 

3,262,694 

1.613,789 

1,270,607 

-1,648,905 

-1,992,087 





(-50.54) 

(-61.06) 

G5 

2,081,472 

2,096,164 

874,101 

14.692 

-1307371 




I&,37l 

(00.70) 

(-58.01) 

G6 

480,454 

821,230 

340.776 

-298383 




(70.93) 

(-6234) 

07 

129,381 

502,797 

5U28 

373.416 

-77353 





(288.61) 

(-6ai7) 

06andG7 

609,835 

1,324,027 

233,899 

714,192 

-375,936 





(117.11) 

(-6I.6S) 

Ibial 

16,898,310 

7,176,815 

7,176,815 

-9,721,495 

-9,72139$ 





(-57.53) 

(-57.33) 


Mmr Figures in pirentheies denote percentage change from 1971. Figures do not exactly add 
up to the total because of rounding. 



ipefebcs taaicd between 3 aiid 37 per 
;fc » thg vUl«te< surwyed.** it may be 
to conduct a similar study in 
'IfflNw of ttw 198142 surv^ to determine 
.Qp| aateiit of underestimation of the number 
Of indebted households and thdr outstanding 
CMh debt. 

The second explanation which assumes 
that the rise in the incomes of the cuJiivaiors 
has been such as to render the use of bor¬ 
rowed ftinds redundant hardly seems plausi¬ 
ble. Let us examine the rate of growth of net 
domestic product from agriculture during 
the periods 1961-62 to 1970-71 and 1971-72 
to 1980*81. The compound rate of growth 
of NOP during the former decade was 1.96 
per cent whereas in the second decade it was 
slightly higher at Z33 per cent. In fact, if 
the two extreme drou^t years of 196S-66 
and 1966-67 are excluded, the rate of growth 
of NOP during the decade 1961-62 to 1970-71 
WDffctouttobe241 percent, which is higher 
than the growth rate achieved during the next 
decade. Furthermore, h needs to be noted 
that the share of agriculture in NOP declined 
ftom 42.76 per cent in 1971 to 3S.S2 per cent 
In 1981. The proportion of total workforce 
dependent on agriculture, however, declined 
only slightly from 69.78 per cent to 66 J9 per 
cent during the same period.'* 
Consequently, the per capita rural NDP at 

1970- 71 prices declined from Rs 384 in 

1971- 72 to Rs 376 in 1981-82. The NDP per 
agricultural worker dedined from Rs 1,300 
to Rs 1,291 during the same period. Also 
relevant Is the fact that the terms of trade 
fliv agriculture have turned unfavourable 
since mid-1970s. Considering these facts 
together, it does not seem likely that the 
cultivator households are no longer in need 
of credit facilities. 

The Uiird explanation seems to account 
for atleast a part of tire decline in reporting 
households. While there has been a substan¬ 
tial decline in the number of cultivator 
households borrowing from the non-insti- 
tutional sources between 1971 and 1981, the 
increase in the number borrowing from in¬ 
stitutional sources during this period has 
been of a small magnitude and does not off¬ 
set the decline in the number of cultivator 
households borrowing from non-institutional 
sources. The relatively creditable perfor¬ 
mance of the lowest asset group must have 
been due to the special attention paid to it 
by the government. The denial of credit to 
tte other asset groups, if that has been the 
cast; would have had repercussions on the 
performance of the agricultural sector 
during the 197141.decade. What are the in¬ 
dications in this regard? 

The most striking evidence is provided by 
the rate of growth of capital formation in 
Indian agriculture. Dining the decade 
1961-62 to 1970-71, the compound rate of 
growth of gross caintal formation in agri¬ 
culture was 14.6S per cent. This growth rate 
declined sharply to 6.84 per cent for the 
decade 1971-72 to 198041. It may be argued 
that the deriinein the growth rate is due to 
the riowing down of public investinent in 




agriculture, particularly with respect to ir¬ 
rigation since the 1970$. However, it is in¬ 
teresting to note that even if the growth rate 
of gross capital formation on private ac¬ 
counts is considered, the picture is not very 
different. This is abundantly clear from the 
compound growth rate of ttie stock of agri¬ 
cultural implements and machinery which 
declined from the 7.02 per cent observed 
during the decade 1961-62 to 1970-71 to S.86 
per cent for the decade 1971-72 to 1980-81. 
It is significant that the decline in the growth 
rate occurred during the period when the 
higher farm incomes that were made feasible 
by the adoption of the new technology, 
created the necessary economic incentives to 
undertake investment in such capital 
equipment. 

lb the extent that the reported reduction 
in the number of borrowing cultivator 
households has not been due to gross under¬ 
estimation in the 1981-82 survey, the conclu¬ 
sion seems to be that the cultivators have not 
been able to have recourse to credit rather 
than that they have been td>Ie to undertake 
productive investment through their own 
funds. 

Notes 
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First Report of Ninth Finance Commission 

An Analysis 

i>iUiraman Gurumutthi 

The first report of the Ninth Finance Commission has several unique features such as the recommendation 
of grants to statai which are in need of assistance without linking them with the states being surplus or not prior 
to devolution of taxes and the adoption of a normative approach to the tax revenues of states. The approach 
of the commission in recommending grants to slate governments to meet some of their special problems in fact 
reflects the true spirit of Article 275 of the constitution. 


THE terms of reference of the Ninth 
Finance Commission are probably the 
widest ever given to a nnance commission 
in the past. These have been subject to a 
great deal of debate among economists and 
administrators across the length and breadth 
of the country, particularly among the state 
governments. Quite a few seminars have 
been held to discuss the pros and cons of 
the terms of reference before this commis¬ 
sion. Now that the first report of the finance 
commission has been accepted and placed 
before parliament, it is necessary to look 
back and see whether the conunission has 
lived up to the hopes and fears of the state 
governments. 

A quick look at the fiscal scenario of the 
centre and the states is quite essential before 
one makes a post-mortem analysis of the 
commission’s recommendations for 1989-90 
(Thble 1). Between 1974-75 and 1978-79 the 
revenue account of the centre was consistent¬ 
ly showing a surplus which, on average, was 
Rs 534 crore per annum. The overall deficit 
of the centre during this period was, on 
average, Rs 732 crore per annum. This posi¬ 
tion had changed considerably during the 
period 1979-84 when the revenue account of 
the ceiUre showed consistently a deficit 
which, on average, was Rs 1,449 crore per 
annum while the average overall deficit 
increased to Rs 1,863 crore per annum from 
Rs 732 crore per annum. This position 
worsened still further during 1984-87 when 
the revenue account of the centre has been 
showing a deficit of Rs 5,674 crore per 
annum and an overall deficit of Rs 5,656 
crore per annum. The revenue account of the 
stales showed an average surplus of Rs 926 
crore per annum during 1974-79 and 
Rs 1,102 crore per annum during 1979-84. 
During 1974-79 the states enjoyed an overall 
surplus of Rs 175 crore per annum while 
during 1979-84 their accounts showed a 
deficit of Rs 697 crore per annum. From 
1984-87 the revenue account of the sutes has 
shown a deficit of Rs 124 crore per annum 
and an overall deficit of Rs 403 crore per 
annum. Ikking the centre and the states 
together the overall deficit increased from 
Rs 557 crore per annum during 1974-79 to 
Rs 2460 crore per annum during 1979-84. 
This figure ewriied up to Rs 6,059 crore 
during the period 1984^7. This only shows 
that both the statm and the centre are facing 
fairly huge deficits and thnre is not much 


surplus left with the centre to share with the 
states nor are the states in a position to have 
a surplus to take on additional commitments 
without relying on central assistance. As 
pointed out by S Cuban, “the large system- 
wise deficit that has emerged in 1984-87, and 
the dimensions and proportions it is likely 
to assume in 1990-95, have now drastically 
changed the context into one in which it is 
an overall deficit that has to be shared, that 
is, to the extent that it cannot be curtailed 
with the best possible effort’*.' This posi¬ 
tion has placed a highly difficult and un¬ 
enviable task before the Ninth Finance 
Commission 

UivisiBi 1; Pool of Taxes 

A perusal of the first report of the finance 
commission shows that the commission has 
not made any major departure in the quan¬ 
tum of divisible pool of income-tax or the 
union excise duties: the divisible pools of the 
income-tax and the excise duties have beer, 
retained at 85 per cent and 45 per cent 
respectively as determined by the Eighth 
Finance Commission. The criteria for hori¬ 
zontal distribution of the divisible pools too 
have only been slightly modified. While 75 
per cent of the divisible pool follows the 
same pattern as recommended by the Eighth 
Finance Commission, namely 25 per cent on 
the basis of 1971 population and 50 per cent 
on the basis of the distance criteria, the 
Ninth Finance Commission has made a 
change only in respect of the remaining 25 
per cent. As against the last commission’s 
decision to distribute the balance 25 per cent 
on the basts of inverse of per capita income 
of the state multiplied by the 1971 popula¬ 
tion, the present commission has restricted 
the weightage to this component to 12'A per 
cent and has recommended distribution of 
the balance 12 'A per cent on the basis of 
proportion of poor people in the states 
according to the estimates of 1983-84 made 
by the Planning Commission. The commis¬ 
sion has also followed the methodology 
adopted by the Eighth Finance Commission 
for the distribution of the divisible pool of 
income-tax among the states, namdy 90 per 
cent on the basis of formula adopted for the 
distribution of union eicise duties earmark¬ 
ing the balance 10 per cent of the divisible 
pool for the contribution element As per 
these formulae, therespeefive shares of the 


states in the divisible pools of union excise 
duties and income-tax have undergone 
changes, as can be appreciated from Ihble 2. 

It is interesting to note that while the con¬ 
tribution element has made only changes in, 
the decimals for most of the states with ^ 
difference of 1.1 per cent for Gujarat, in- 
respect of Maharashtra, the difierential has 
bera quite dramatic as the share has gone 
up from 5.635 to 10.112. In the case of. 
Eighth Finance Commission, the increase 
for Maharashtra, though still significant, , 
was not this dramatic the increase was from . 
'6.216 to 8.396. As the contribution element 
has now made such a vast change for one 
particular state, the commission may have 
to reconsider continuance of this dement in 
its final report. 

In the case of additional excise duties, the 
commission has followed the approach of ' 
the last commission and assigned equal 
wdght to SDP and population in dmermin- 
ing the shares of individual states. As the 
present commission has made use of the . 
latest available comparable estimates of SDP 
averaged for the three years 1983-85, the 
relative shares of the states have undergone 
changes which could be appreciated from 
Table 2. 

In the case of grants in lieu of railway 
passenger fares the recommendation of the 
finance commission is rather disappointing. 
The last commission had determined the ' 
grant payable to the states In iieu of tax on . 
railway passenger fares at Rs 95 crore per 
annum for the period 1984-85 to 1988-^. 
which represent^ 10.7 per cent of Rs 884J9' ; 
crore raised from the non-suburban, 
passenger earnings during 1981-tt. WhBe;' - 
fixing this amount, the last commfsuoil had ''S 
observed that having regard to the difficult - 
financial position of the railways and their 
increasing burden resulting from mounting - 
operational costs, they had refrained from' / 
suggesting aq. annual increase in the quan- .. 
turn of the grant during the period covered - 
by the report. The finances of the lailwayt 
have in the recent years improved con^.' 
sidmably and the railways have been pre¬ 
senting suridus budgets in the last few yean. 
The railways had a surplus of Rs 175 emrr. 
in 1985-86, Rs 102 crore in 1986-87 and the 
budget and revised estimates in 1987-88 
shows a surplus of Rs 69 crore. The ndiway 
budget for 1988-89 envisages a sur^us ot 
Rs 28 crore. The non-suburban taUwgy . 
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ptMeager litre eanrings have increased 
.lt98S4.89crorein 1981412 to Rs 1,761 ctore 
for I987>88. While there is a strong case for 
doubling the quantum of grant from Rs 95 
crore to Rs 190 crore even without taking the 
growth factor into account during the award 
period, the finance commission has retained 
the grant at the level recommended by the 
Eighth Finance Commission. It is hoped 
that this position will be corrected in its final 
report covering the period 1990'93. 

FINANCING OF RELIEF EXPENDITURE 

In the matter of financing of relief expen¬ 
diture, the commission has not made any 
maior changes. It has generally followed the 
methodology adopted by the ^hth Finance 
Commission and has retained the margin 
money concept. The commission, under its 
terms of reference, has been asked to study 
the feasibility of setting up a national in¬ 
surance fund. It is seen from the report that 
the question is bang examined by the com¬ 
mission in detail and the commission is likely 
to give its views only in its second report for 
1990-9S. However, the observation of the 
commission in Us report shows that scope 
for insurance of public assets against 
damages by floods or states* liabilities for 
ptovkitng rdief on the occurrence of natural 
calamities is rather limited. In this connec¬ 
tion the following observations of the Sixth 
Finance Commission which was given a 
similar term of reference are relevant: 

The provision of relief is such a sensitive issue 
that it often gets politicised. It is doubtful 
if a fiind sa up outside the government 
would be able to deal successfully with issues 
whidi have pditical implications. Further, in 
the event of widespread natural calamities 


Bkc flood or draught, theeemmlgbvtrmncm 
wilt naturally come under strong pressure to 
go all out and provide assistance to the 
affected states. The availability or otherwise 
of resources in the national fund will then 
cease lo be relevant in determining the 
assistance to be extended to the states. Thus 
the concept of a national fund will break 
down completely when the country is struck 
by saious calamities. At the tame time; the 
siata will conte to look upon assistance from 
the national fund at least to the extent of 
their contribution as legitimately due to 
them. Thus there is a risk of the fund bang 
deplaed even in normal years, while in years 
of adversity it may prove wholly inadequate. 
The daertnination of contribution of indi¬ 
vidual states to the fund will pose both con¬ 
ceptual and practical difficulties not 
diuimilar to those now ma within the 
distribution of central resources among the 
sutes. No formula, howeva skilfully devised, 
is likdy to be acknowledged fair by all the 
states. It is also clear that whatever be the 
formula, some of the states will be called 
upon to contribute api»eciably more to the 
pool than they are ever likely to draw from 
it. This new conc^t of a comributory fund 
will not therefore be relished by such states. 
In these circumstances, we apprehend that 
the question of states’ contribution to the 
national fund might well become ^ another 
irritant in centre-state relations.^ 

New Ground on Grants 

One thing which has made the commis¬ 
sion’s report unique among all its prede¬ 
cessors is in the matta of grants. While all 
the earlier commissions have been following 
the concept of recommending grants only 
to those states which have a dendt before 


devoiutibn. thlf 

totally new ground''and itcom^iMndcd 
Article i7S grants to states irrespective of 
whether the states are left with a surplus 
before devolution or not. This is in fact the 
highlight of the first report of the commis¬ 
sion as it signals a major departure ftom the 
past and the commission deserves to be 
richly complimented. The commission has 
recommended giants for various special pro¬ 
blems faced by states like curtailing iwrorisi 
activities in Punjab, Haryana and Himachal 
Pradesh, restoration of public assas in . 
Bengal in the wake of the Gorkhaland agite- 
tion, restoration and protection of Dal Lake 
in the case of Jammu and Kashmir, slum 
improvement in the case of Bombay and 
Calcutta and grants for Sri Lanka refugees 
rehabilitation for Ihmil Nadu. 

The commission has also recommended 
Rs 200 crore as grants to 10 states which have 
been identified as educationally backward 
states on the basis of the total enrolment in 
their elementary schools being below the all- 
India average for construction of school 
buildings. Under the normative approach 
required to be followed by the Ninth Finance 
Commission those states which are doing, 
wdi should not be penalised. Therefore it 
would have been more appropriate had the 
grants for construction of school buildings 
been given to those states which have really 
done well in the matter of enrolment like 
Gujarat, Kerala and Tamil Nadu instead of 
depriving them of this important source of 
funds. Since this miliutes against the spirit 
of the normative approach, it is hoped that 
the commission would reconsida this issue 
while recommending grants for the purpose 
during the Eighth Five-Year Plan period. 


Table 1: Buooetarv Surpluses and Deficits in Centre and States. 1974-87 


(Ks crore) 


Year 


Centre 



States 


Centre and Suites 

Revenue 

Account 

Capital 

Account 

Overall 
Surplus or 
Deficit 

Revenue 

Account 

(!::apiial 

Account 

Overall 
Surplus or 
Deficit . 

Revenue 

Account 

Cairital 

Account 

Overall 
Surplus or 
Deficit 

1974-75 

+ 764 

-1483 

-721 

+ 393 

- 426 

- 31 

+1139 

-1911 

- 752 

1973-76 

+ 887 

-1234 

- 367 

+ 971 

- 896 

+ 75 

+1838 

-2130 

- 292 

1976-77 

-1- 298 

- 429 

- 131 

+ 1111 



+ 1409 

-1490 

- 81 

ISfTf-n 

+ 430 

-1363 

- 933 


-1249 

- 229 

+1430 

-2612 

-1162 

1978-79 

+ 292 

-1798 


+ 1133 

- 125 


+1427 

-1923 

- 496 

Ann Av 1974-79 -i- 334 

-1266 

- 732 

+ 926 

- 751 

+ 175 

+ 1460 

-2017 

- 337 

1979-80 

- .976 

-1401 

-2377 

+ 1348 

-1735 

- 187 

+ 372 

-3136 

-2364 

1980-81 


- 440 

-2477 

+1483 

-2382 

- 897 

- 352 

-2822 


1981-82 

- 384 

-1007 

-1391 

+ 1379 

-2399 


+ 99S 

-3406 


1982-83 

-1308 

- 347 

-1655* 

+ 888 


- 820' 

- 420 


KM 

1983-84 


+ 1124 

-1416* 

^ 210 

- 771 

- 561* 

-2330 

■iRfl 


Ann Av 1979-84 -1449 

- 414 

-I86'3 


-1799 

- 697 

- 34f 

-2213 

-2360 

1984-83 

-4224 

+ 479 

-3745 

- 924 

- 514 

-1438 

-3148 

- fi 

-3183 

1983-86^ 

-3365 

+ 628 

-4937’ 

+ 358 

+ 466 

+ 824’ 

-3207 

+ 1094 

-4113 

1986-87’ 

-7233 


-8283 

+ 194 

- 790 

- 596 


-1842 

-8881 

Ann Av 1984-87 - 3674 

+ 18 

-5656 

- 124 

- 279 

- 403 

-5798 

- 261 

-6059 


Notes: 1 Excludes Rs 1,743 crore of loans to clear overdrafts of states. 

2 Excludes Rs 400 crore of loans to clear overdrafts of states. 

3 Excludes Rs 1,628 crore of loans lo clear overdrafts of states. 


4 Actuals for centre, RE for states. 

5 RE for centre, BE for states. 

Source. RBI Surveys of Central and State Finances and OOl Budgaary documents. 
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Kannimo 

Commission 

UnUVie the wtier cdmnussions tiic pmcni 

fjnuice commission has been asked to 
examine the tevenue account of the states as 
a whole without distinction between plan 
and non-plan. Though the constitution has 
not placed any Hmitations on the Tmance 
commission it has been the practice for all 
the eariier commissions to confine the sphere 
of activities only to the non-plan component 
of the revenue account. In this connection 
the observations of P V Raiamannar, chair¬ 
man of the Fourth Finance Commission, 
who appended a supplemental note to the 
report of the finance commission ate quite 
relevant. Rajamannar fdt that though there 
was no provision in the constitution for a 
body like the Planning Commission, one 
had to recognise the fact that the banning 
Commission had come to occupy a very 
significant and important place in the 
economic development of the country: 
Since the entire phm, both as regards policy 
and programme, comes within the purview 
of the Planning Commission and the assis¬ 
tance given by the Centre for plan projects 
eithn’ by way of grants or loaiu is practically 
dependent on the recommendations of the 
Planning Commission it it obvious that a 
body like the Tinarux commission could not 
operate in the same field.’ 


Rayamannai, honevee, f A that the vla&v 
Kope and functions of the two oommiaslons 
should be clearly defuied by amending the 
constitution and the Planning Commission 
should be made a statutory body indepen¬ 
dent of the government. 

It is seen from the first report of the com¬ 
mission that the rinimce commission has 
proposed to determine the tevenue com¬ 
ponent of the Eighth-Five-Yhar Plan. While 
etamitmtion of the revenue account of the 
state as a whole without distinction between 
plan and non-plan has certain definitive 
advantages, one wonders whether the 
finance commission should go to the extent 
of deciding the size of the tevenue plan 
component. Any effort on the part of the 
fitumce commission to decide ^e revenue 
component of the plan will have practical 
difficulties. 

In the first place, it is unlikely the Plan¬ 
ning Commission would have decided the 
priorities or strategy for the Eighth-Five-lfear 
Plan by June 1989 by which time the finance 
commission is expected to give its second 
leport covering the Eighth-Five-Ybar Plan 
poiod. Without knowing the priorities to 
be accorded by the Planning Commission 
for the Eighth Plan it may not be realistic 
to determine the revenue component of the 
plan in isolation without reference to the 
total plan size since the revenue component 


of the ptan and capital component of ' 
plan are dosely linked to each other. 
ittstaitce, the expenditure on staff to ht. ^ 
appointed for a large scale capital pro^' ■ 
tike road development or an irrigation-^. i- 
project will be exhibited under the revenue . >> 
plan. 

Secondly, in several states a large segment 
of the revenue plan itself is of a capital 
nature. FOr example grants given to a-water' ‘ 
supply and drainage board for erecution of. - 
a major water supply scheme will be exhiU- 
ted only under the revenue plan whereas 
states which do not have an agency like a 
water supply and drainage board may be 
showing the provisions under the capital 
acraunt. 

Thirdly, it may be appreciated that plan 
assistance to the states since 1969 is being . 
distributed on the basis of the Oadgil 
formula which has been approved by 
National Development Council consisting of. 
state chief ministers and presided over by the 
prime minister who is also chairman of the 
Planning Com mission. Therefore it nu^ he 
difficult to determine any one componoK 
of the plan like the revenue plan component. ' 
without interfering with the Cadgil formtda. '' 
At the same time, it is quite possible for . 
both the finance commission and Planning 
Commission to have clearly defined areas ot 
activity as regards formulation of a five-year. 
plan. The Ninth Finance Commission could 
very well finalise its recommendations on the 
basis of its assessment of the revenue receipts 
and expenditure of the states on a normotiwi' 
basis for the period I990-9S, namely, the 
Eighth-Five-Ybar Plan period, which could 
form the basis for the Planning Commission 
to estimate the resources available for the 
Eighth Plan and the extent of additional 
resources mobilisation required to finance 
the plan, in this connection it may be worth¬ 
while pointing out the discrepancies in an . 
identical exercise carried out by the Eighth 
Finance Commission and the Phumiiig, 
Commission respectively for rotighly the-. 
Eighth Plan period. While the 
Finance Commission assessed the revenue 
surplus of the states after devolution at 
Rs 25,262 crore for the period 1984-89, the' 
Planning Commission assessed the states' 
resources for the Seventh Han (balance fioni^; 
current revenue or BCR) at Rs 6,762 crore 
flhble 3). 

It is felt that the Ninth Finance Commis« 
sion could finalise the balance from curreat' 
revenues on a normative and realistic ba^ . 
which could form the basis for the Planning 
Commission to decide the size of die Cigfa^ 
Five-%ar Plan without having to undertahe; 
another excise to estimate the resou.’OfS' 
available for the Bghth Plan. In other words 
the resources availabie for the Eighth Plan - 
will be decided on the basis of the aaseas-'. 
ment of the Ninth Finance Commisdtm 
while the size and content of Oe plan wUI 
be decided by the Planning Conunietioa hi 
consultation with the state govemincntt. 
This sqpproach will also be in line with te 


TMii.t 2: SiiAKt or Statfs in Divisibis Pckm of Ini'omf Tax and Excise Di'i ii s 
Recommended by the Eiohyh and Ninih Finxmi Commissions 

(Percentage^t 


States 

Income lax 
Eighth NinTh" 
Finance Finance 
Com- Com¬ 

mission mission 
(m9-90) 

Union Excise Duties 
(40 per cciu of net 

_ proceeds)_ 

Eighth Ninth 

Finance Finance 
Com- Com¬ 

mission mission 
(1989-90) 

Additional Excise 
Duties in Lieu of 
Sales Tax 

Eighth 

Finance 

Com¬ 

mission 

Ninth 

Finance 

Com¬ 

mission 

(1989-90) 

1 Andhra Pradesh 

8.190 

7.J46 

8.587 

7.858 

7.504 

7.933 

2 Arunachal Pradesh 

_ 

0.066 

— 

0.070 

— 

0.100 

3 Assam 

2.789 

2.507 

2.977 

2.707 

2.566 

2.711 

4 Bihar 

12.085 

12.318 

13.202 

13.573 

8.627 

8.519 

5 Goa 

— 

0.091 

— 

0.074 

— 

0.230 

6 Gujarat 

4.410 

4.233 

3.506 

3.109 

5.941 

6.094 

7 Haryana 

1.074 

1.049 

1.017 

1.077 

2.488 

2.358 

8 Himachal Pradesh 

0.55$ 

0.505 

0.589 

0.549 

0.663 

0.652 

9 Jammu and Kashmir 

0.838 

0.682 

0.856 

0 713 

0.853 

0.916 

10 Karnataka 

4.981 

4.938 

5.077 

5.092 

5.561 

5..581 

11 Kerala 

3.761 

3.554 

3.800 

3.707 

3.963 

3.834 

12 Madhya Pradesh 

8.382 

8.003 

8.8S2 

8.726 

6.942 

7.070 

13 Maharashtra 

8.396 

10.112 

6.216 

5.635 

11.461 

11.763 

14 Manipur 

0.220 

0.181 

0.233 

0.197 

0.178 

0.192 

IS Meghalaya 

0.184 

0.183 

0.194 

0.199 

0.183 

0.179 

16 Mizoram 


0.059 

— 

0.063 

— 

0.061 

17 Nagaland 

0.088 

0.064 

0.096 

0.070 

0.098 

0.127 

18 Orissa 

4.203 

4.055 

4.392 

4.454 

3.633 

3.680 

19 Punjab 

1.744 

1.522 

1.317 

1.310 

3.675 

3.478 

20 Rajasthan 

4.547 

4.775 

4.695 

5.097 

4.827 

4.636 

21 Sikkim 


— 

0.039 

0.032 

0.039 

0.048 

22 ^il Nadu 

7.567 

7.616 

7.317 

7.785 

7.549 

7.120 

23 Tripura 

0.269 

0.269 

0.292 

0.293 

0.287 

0.279 

24 Uttar. Pradesh 

17.914 

18.331 

19.097 

19.877 

14.318 

14.109 

2S West Bengal 

7.803 

7.541 

7.449 

7.729 

8.624 

8.330 

Ibial 

100.000 

100.00 

100.00 

100.00 

100.00 

100.00 
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Ta«.E ): COMPAIllSCiN OF THE BCR OF STATES AS ASSESSED BT £K»ITH FINANCE COMMWICMtEFO 
AND THE PlANNINC COMMISSION (PC) 

fRs Cfxurt 


BCR at 1983 84 
Prices Assessed by 
EFC for the Period 
1984 89 after 
Devolution 


BCR at 1984-85 
Prices Assessed by- 
PC for 1985-90 
(Seventh Plan 
Period) 


1 

Revenue Receipts 

1 Tax revenue 

73163 

79396 


2 Non-tax revenue 

22643 

20425 


3 Share of central taxes 

35208 

36087 


4 Crams from the centre 

716* 

5216 


Total! 

I3I730 

141124 

II 

Revenue Expenditure 

1 Debt services 

II78B 

20351 


2 Other non-developmental and non-Plan 
developmental expenditure 

g8255‘* 

106019 


3 Maintenance expenditure of Sixth Plan 
schemes 

6425 

7992 


Totai-II 

106468 

134362 

Ill 

Balance from current revenue (i-il) 

25262 

6762 


Tbtal Revenue Surplus for 12 states 

Ibtal revenue deficit for 10 stales 

26775 

1513 



Notes: * Does not include the revenue gap grants (Rs 1,691 crore towards assessed revenue ex¬ 
penditure and an additional Rs 509 crore towards payment of three instalments of 
OA due on November 1, 1983) upgradation grants (Rs 967 crore) and margin money 
grants (Rs 602 crore) recommended by the EFC. 

** Does not include additional DA expenditure of Rs 509 crore and relief expenditure 
of Rs 602 crore. 

SoH/eer. 1 Report of the Eighth Finance Commission. 

2 Seventh Five-Year Plan. 1985-90, Volume 1, Page 53, Planning Commission. 


EMittiKinent that the second report of the 
flnance commission should cover the period 
1990-93, namely the Eighth Plan. 

NORMATIVE Approach 

The finance commission has already 
followed a normative approach in assess- 
. meat of tax revenue for the 14 major sutes 
as could be appreciated from annexure UI.1 
^the report tead with pan 3.9of the report. 
In fact this is one of the highlights of the 
commission’s first report. A normative 
estimate of state’s tax revenue will be an 
incentive to those states which take efforts 
for additional resources mobilisation and 
win act as a deterrent fm-fiscal indiscipline 
The first report of the commission has 
moderated ^ trend estimates with nor¬ 
mative estimatea One would expect the com¬ 
mission to adopt purdy normative estimates 
without any moderation in hs assessment of 
tax Rwenues of the states in its second rqwrt 
In view of the specific term of reference 
before the commission to have due regard 
to foe need fm providing adequate incentive 
for better resource mottilisation and finan- 
chd discipline as well as closer linking of 
eqwnditure and revenue-raising decisions, 
foe commission should also assign a suitable 
wdghtage for tax efforts of states in its 
. formula f(» distribution of divisiUe pool of 
income-tax and union excise duties during 
tte Eighth-nan period. In fact while foe 
Oai^ formula for plan assistance {Hovides 
.for to per cent towards tax effort, it it 
necessary that the finance commission 


deciding devolution of taxes should have an 
in-built incentive for rewarding tax efforts 
of states. 

While a normative approach-could be 
applied to tax revenue receipts there would 
be practical problems in adopting a norma¬ 
tive approach to all items of expenditure on 
the revenue account. Normative approach to 
expenditure may be possible, in certain 
selected items of expenditure particularly 
those aimed at providing basic human needs 
Uke drinking water supply, housing, educa¬ 
tion and health or items of expenditure like 
maintenance of buildings, roads, police 
strength and jails. At the same time, the 
normative approach to expehditttre has its 
limiutions since such an iqiproach applied 
uniformly to all items of apenditute may 
result in the finance commission assunting 
the role of an apenditure commission. 
Therefore certain amount of caution would 
be required in applying a normative ap¬ 
proach to those items of npenditure, parti¬ 
cularly individual welfare schemes, which 
have been formulated and implemented by 
various state goveriunents. In fSset the 
finance commission would be justified In 
adopting a normative approach to the tax 
efforu by the centre under Article 268 and 
269 of the constitutUm, denting with certain. 
duties and mes which could be levied by the 
centK and collected by ot assigned to the 
sutes. This may be necessary because foe 
Eighth Hnance Commission has already 
conceded that there is potential for tailing 
the rates of stanqi dlitiM In lespect of bios 


of la^sfc letfonr of eiefot anf potikdii of 
genenlinsainnceasweuasuxottadvcttiae- 
mentt published in newspapers and journals. 
The commission could also consider adopt- - 
ing a normative approach to the fertilise 
subsidy given by the cenue and subsidy given 
by the sute governments to the elenricity 
boards for providing power to agriculturists 
at concessional rates since the object of both 
the subsidies is only to help the rural 
farmers. This wiU be qiute necessary because 
the earlier finance commissions had not 
recognised power subsidy as an admissible 
item of expenditure in their assessment of 
revenue expenditure of sute governments 
while they had allowed fertiliser subsidy as 
a committed expenditure for the centre. 

In conclusion one should really compli¬ 
ment the Ninth Finance C<Hn mission for its 
first report which has several unique features 
like recommendation of grants to states 
which are in need of assistance without link¬ 
ing them with the sutes being surplus or not 
prior to devolution of taxes and adopting of 
a norm.8tive approach to ux revenues of 
sutes. In fact the approach of the commis¬ 
sion in recommending grants to various state 
governments to meet some of their special 
problems reflects the true spirit of Article 
275 of the constitution which empowers 
parliament to provide grants-in-aid of the 
revenues to such states as parliament may 
determine to be in need of assisunce and 
to fix different sums for different stales. 
While the commission itself, in its introduc¬ 
tory chapter, claims that its report for the 
year 1989-90 should be viewed by and large 
as a continuation of the report of the last 
commission and that it has deliberately 
refrained fron) making radical departures, 
some of the features of the first report of 
the commission make this a rather unique 
one among finance commission reports. 
D T Lakdawala has complimented the 
Ninth Finance Commission for its ‘tactful 
performace^: “One must congratulau the 
finance commission on the tactful way it has 
performed many of its functions”.* The 
finance commission deserves to be richly 
appreciated for bringing out an excellent 
report in spiu of various limitations like foe 
limited time within which it was requited to 
bring out the report with perhaps the widest 
ranging terms of reference ever given to a 
finance commission and at the same time 
without upsetting the Mtplecart during the 
terminal year of the Kghth- Five-Hbar Plan, 

Notea 

1 S Cuhan,‘Issues Before the Ninth Finance 
Commission: On Closing Pandora’s Box^ 
Economic mdMhteal RMcfy, February, 6, 
1988. 

2 /foporf cf the Sixth Finance Commission, 
Oovernment of India (1973), pp 64-63. 

3 Retort of the Poarth l^nance Commission, 
Oovernment of India (1963), pp 86-93. 

4 0 T Lakdawala, ’A Ihctfol Perfeinnanod 
Business India, October 17-30, 1988, 
pp4(F41. 





Wage Differentials in Agriculture by Caste, 

Sex and Operations 

Sunonda Krishnamurty 

Women workers of agricultural labour households, irrespective of their caste or region, are at a disadvantage 
vis-a-vis their male counterparts in terms of relative wages in agricultural operations. The average daily wage 
earned by women is lower than that earned by men in every operation including transplanting and weeding which 
are largely female tasks. At the all-India level, mate/female wage differentials have decreased in 1974-75 as com¬ 
pared to 1964-65. However, in the case of schedule caste women, in three agricultural operations, and in the 
case of scheduled tribe women, in two agricultural operations, wage differentials have increased in 1974-75 as 
compared to 1964-65. 


IN the agricultural sector, which absorbs the 
largest proportion of India’s workforce— 
both male and female, wide differentials 
exist between wages paid to mtde workers 
and to female workers in different agri¬ 
cultural operations. Moreover, differentials 
exist within the scheduled castes, within the 
scheduled tribes, and within the non- 
scheduled population. 

There are a number of hypotheses regard¬ 
ing the reasons for differentials and their 
trends over time. Many economists feet that 
with technological change, in particular 
mechanisation, women workers are dis¬ 
placed Hrst because technological change is 
not sex-neutral. Although the green revolu¬ 
tion may have increased labour demand in 
certain areas, there may be counteracting 
influences, e g, the need for weeding may 
have increased greatly, yet weedicides may 
have limited the expansion in labour 
demand. 

Male and female workers often work in 
segmented markets. One observes, for 
instance, that even in an agricultural opera¬ 
tion like transplanting, where women ate 
accepted to be more productive than men, 
wage differentials exist. Average time spent 
per day could be one reason for such 
reported differences, but data sources such 
as the Rural Labour Enquiries correct for 
this by taking account of part days. The 
daily wage reported is that of a standardised 
working day. Therefore^ we need to look 
elsewhere to explain wage differentials. There 
must be a segmented market with the 
demand and supply conditions for female 
workers different from those of m^e 
workers. On the demand side there is social 
(male) prejudice which results in the 
employer assuming the existence of sex dif¬ 
ferences in performance and/or there could 
' be a deliberate bias against women workers 
for whatever reason. On the supply side, 
there may be imperfections and bottlenecks. 
Women may be less mobile; thdr domestic 
responsibilities may restrict them to seek 
jobs within a hmit^ geographic area. On 
the one hand, women may have a lower 
reservation price unlike men who may hold 
out until the wage rises to the desired level. 
On the odier ha^ men might exert pressure 
on their dependmt women not to hold out 
for a hitfier wage so as to not undercut in 


the labour market. Again, men and women 
may be unwilling to work together. The 
opportunities for women workers would be 
restricted if they insist upon group employ¬ 
ment and in consequence they may have to 
accept lower wages. 

Gita Sen' has shown that average daily 
earnings are more in peak-time operations 
liVx ploughing, harvesting and transplanting 
than in off-peak activities such as weeding 
and ‘others’ which are mainly female tasks. 
This difference may have an impact on 
women’s earnings vis-a-vis those of men. 
However, even in a high-wage activity like 
transplanting, the labour input of women is 
substantial; but significantly, women’s wages 
are lower than men’s'thoUgh womeh would 
come out better in productivity compa¬ 
risons. Operation-wise wages are important 
to observe because one can then compare 
male and female wages for similar work. 

It is particulaily interesting when one 
looks at wage differentials between men and 
women scheduled caste and scheduled tribe 
agricultural labourers. The hypothesis here 
is that women workers of the ‘backward’ 
classes suffer from a double discrimination— 
both being women and belonging to a 
discriminated or depressed caste or tribe. On 
the one hand, scheduled caste and scheduled 
tribe women may have fewer social restric¬ 
tions placed on them, and some of the con¬ 
straints on the supply side may not operate 
in their case; On the other hand, poverty may 
be more among the sub-set of schooled 
caste and scheduled tribe households even 
within the set of agricultural labour house¬ 
holds, the bulk of whom are anyway below 
the poverty line. Relatively greater poverty 
msy make than more vulneiabtt to economic 
exploitation. Discrimination on the basis of 
caste may also depress their wages. Within 
scheduled tribes there may be considerable 
variation; e g, those in the north-eastern hill 
areas are in a different socio-economic 
miliew as compared to the scheduled tribes 
of Bihar or Madhya Pradesh. Ctmsequently, 
the relative eariungs of female workers in the 
diffnent r^ons may show wide divergence. 
It is certainly worth finding out whether 
male/fonale wage dinierentlals are gmter 
or less between the depressed classes of 
different regions. 

The broader question, viz, whether 


women are being pushed into agricultural 
operations where wage differentials are 
greatest requires a study of the pattern and 
shifts therein of days spent in different* 
occupations and operations by sex. This 
particular question is not addressed by the 
present study. 

Data Source 

The Rural Labour Enquiry reports of 
1964-65 and 1974-75 are the sources for this 
study. The 32 nd Round (1977-78) of the 
National Sample Survey has collected infor- ' 
maiion on wages of rur^ labour househdds, ■ 
but the results are not yet available in ' 
published form. There are some farm . 
management surveys conducted by the 
ministry of agriculture. These surveys pro- . 
vide average daily wage rates paid to casual 
agricultural labourers—male, female and 
children, on a monthly basis in selected 
villages of some districts for some years. 
'Some of these record operations-wise 
agricultural wages. However, the Farm ' 
Management Survey data cannot be used to 
provide an all-India picture. Agriculture, 
Wages in India, an annual series published, 
by the government is known to be of poor .• 
quality and cannot be used for any serious 
study. The 25th Round (1970-71) of the 
National Sample Survey on weaker sections; 
provides average rate of earnings per. 
manday in agriculture of males and females 
belonging to rural small cultivator house¬ 
holds and non-cultivating wage earner 
households, it does not provide informatron: 
on agricultural operations by sex. 

The Agricultural Labour Enquiries^ of 
1950-51 and 1956-57 are not compandsUs 
because the deHnition of agricultral labour 
is broader in the second one. 

The distinction made between attacked: 
and casual labour in the second Agrtetihuial 
Labour Enquiry was dropped in the Rural 
Labour Enquiries. 

The two Rural Labour Enquiries of - 
I964-6S and 1974-75 are by and large com- r 
parable. Definitions and statistical procedunr; 
used were the same in both and both use the 
income criterion in defining an apicukund '' 
labour household. These enquiries rdate to.. 
labour households in curd areas and identify 
as a sub-set, agrkultucal lidmur hous^his, 

A household is classified as a rural labour 
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household, if its Iai:ge$t single source of 
income is wage-paid manual labour (agri¬ 
cultural and/or non-agricultural). Rural 
labour households which derive more than 
50 per cent of their total income during the 
last 365 days preceding the enquiry from 
wage paid manual labour in agricultural 
opurations only, are agricultural labour 
households.^ However, agricultural opera¬ 
tions include related activities like dairy 
farming, horticulture, etc. 

While agricultural labourers belonging to 
other rural labour households, e g, artisans 
aie covered by the survey, we have not in¬ 
cluded them in the present study. Also, 
agricultural labourers in non-labour house¬ 
holds have not been taken into account. 

Earnings of usually occupied members in 
wage labour was recorded for a week, usual 
occupation being defined as the gainful 
occupation usually pursued. The number of 
days to which the earnings related were 
recorded first in terms of four intensity 
classes and were then converted into equiva¬ 
lent days of full intensity. Days of ‘nil* 
intensity signified no work during the refer¬ 
ence period or period of unemployment.^ 
Because of these adjustments, the number 
of days worked and the number of days not 
worked may not add up to 36S days. The 
average daily earning of a worker is arrived 
at by dividing his average earning in each 
activity by the corresponding days of full 
intensity. Payments in kind were converted 
into cash by using wholesale prices. 

A defect of these as data source, is that 
the classification of agricultural operations 
is not identical in the two enquiries. In 
1964-65 enquiry, agricultural work was 
classified into seven operations, viz, 
(i) ploughing, (ii) sowing, (iii) transplanting, 
(iv) weeding, (v) harvesting, (vi) others and 
(vii) unclassifM. In the second enquiry 
(1974-75) the category ‘unclassified* was 
dropped. This creates complications since 
the type of work covered by the categoiies 
‘others’ and ‘unclassified’ is not clarified in 
the reports of the enquiries. These probably 
include threshing, winnowing, processing, 
livestock, etc. 

While the category 'others* absorbs a 
significant part of both male and female 
labour time, the size of the unclassified 
category is very small. Fbr all-India, only 8.8 
per cent of total male labour days and 7.3 
per cent of total female labour days are 
accounted for by this category. An over time 
comparison of the results of the two 
enquiries may be affected a little by the 
absence of this category in the second 
enquiry. There is no way of finding out 
whethn it was included in the ‘others’ 
category or distributed among the other six 
operations. Since the size of the ‘unclassified’ 
» small, its inclusion in the V>thers’ category 
may not have any significant effect. More¬ 
over, our focus here is on male/female wage 
diff^tial in each of the agricultural opera¬ 
tions rather than on labour days. The dis¬ 
appearance of the ‘uadassified’ in 1974-75 
is likely to have very Uttle imimet on the com- 
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parison of sex' differemiais in waits in tiw. 
specified operations. 

Another problem in comparing the results 
of the two Rural Labour Enquiries is that 
1964-65 was a particularly good year for 
agricultuie and 1974-75 a poor one. To the 
extent that this would affea the demand for 
labour in different operations differently, 
e g, relatively less demand for harvesting as 
compared to say, transplanting, it may affect 
the male/female wage differential and two- 
point comparisons may have problems. 

The Rural Labour Enquiry data are in¬ 
complete for certain states and union 
territories. The figures for Punjab for 
1964-65 are for Punjab and Haryana 
together, whereas for 1974-75 the data i^tc 
10 Punjab only for certain operations and 
10 Punjab and Haryana separately for 
certain others. This creates problems of com¬ 
parability. Only those states for which com¬ 
plete information is available have been 
included in our analysis, although the tables 
present whatever data that are available. 

The question of bonded labour is not 
discussed in these enquiries. The National 
Sample Survey in its 32nd Round attempts 
to estimate bonded labour, but the number 
given is very small. There are genuine pro¬ 
blems in estimating numbers here, as it is 
very difficult to have a satisfactory jsurvey 
definition of bondedness. 

Unlike the Agricultural Labour Enquiries 
earlier, the Rural Labour Enquiries do not 


distidgidshberivecn attached hibouffit and * 
casual labourers, thnefpre seascmal wage 
patterns are obscured. 


Wage Differentials by Sex’ 

We begin by assessing the impoitance of 
different agricultural operations in terms of 
average number of days in a year (Table 1). 
For women workers Monging to t^ricul- 
turai labour households, plouging and 
sowing are less important than transplanting 
(in rice growing areas), weeding and harvest¬ 
ing. For example, in Thmil Nadu, as a pro¬ 
portion of days spent in all agricultural 
operations, transplanting, weeding and 
harvesting account for over 20 per cent each, 
whereas ploughing accounts for only 2 per 
cent and sowing 5 per cent. In areas where 
little rice is cultivated, transplanting is un¬ 
important and most of women’s paid 
employment in agriculture is accounted for 
by weeding and harvesting. For men, on the 
other hand, ploughing takes up a much 
larger proportion of total days spent in 
agricultural work and transplanting is 
relatively unimportant. 

We turn now to operation-wise male.' 
female wage differentials for ail agricultural 
labour households in different states and 
zones in 1964-65 and in 1974-75 (Thble 2). 

The all-India aggregates show that male/ 
female wage differentials have decreased in 
the ten years between the two surveys in all 


Tabi I la: Perci ntm.e Dimkibution oi Fm i Days Spent in DitiLKUNr Aoaicui iurai 
Opi RATIONS IN Rispin OI Women Bllonoing toAi i AoRit i-ntRAi Laboi r Households 


Ploughing 

Sowing 

Trans¬ 

planting 

Weeding 

Harves¬ 

ting 

Others 

All Agri¬ 
cultural 
Opera- 
tion.s 

Central Zone 

0.8 

3.0 

3.0 

28.4 

39.5 

25.4 

156 

Uttar Pradesh 

0.8 

3.2 

4.8 

18.6 

46.8 

25.8 

124 

Madhya Pradcsli 

0.8 

2.4 

1.6 

25.6 

40.8 

28.8 

125 

fiasiern Zone 

0.8 

6.5 

12.2 

I9.S 

31.7 

29.3 

123 

Bihar 

0.8 

8.9 

14.5 

20.2 

29.0 

26.6 

114 

West Bengal 

d,7 

2.7 

13.6 

13.6 

41.5 

27.9 

147 

OrLssa 


1.8 

24.6 

20.2 

19.3 

28.9 

111 

Assam 

0.4 

4.4 

23.1 

5.1 

31.1 

35.9 

274 

Manipur 

3.0 


17.3 

15.2 

18.6 

45.9 

231 

Tripura 

— 

6.9 

6.9 

16.2 

41.7 

28.4 

204 

Meghalaya 

9.7 

5.4 

14.0 

22.6 

18.3 

30.1 

186 

Southern Zone 

0.8 

4.8 

17.5 

22.2 

35.7 

19.0 

126 

Andhra Pradesh 

0.7 

3.6 

15.9 

21.7 

38.4 

19.6 

138 

Tamil Nadu 

1.7 

5.1 

19.5 

22.9 

33.1 

17.8 

118 

Kerala 

1.9 

3.7 

21.3 

18.5 

31.5 

23.1 

108 

Wesiern Zone 

1.1 

2.3 

3.4 

30.5 

33.3 

29.3 

174 

Gujarat 

3.8 

3.1 

2.5 

26.6 

34.8 

30.4 

160 

Maharashtra 

0.6 

1.1 

3.3 

3.3 

33.9 

27.8 

180 

Karnataka 

1.7 

3.5 

4.6 

28.3 

30.6 

31.2 

173 

Northern Zone 

1.9 

2.5 

1.9 

17.9 

42.6 

33.3 

162 

Rajasthan 

1.8 

4.3 

1.2 

33.1 

39.3 

20.2 

163 

Punjab 

2.4 

0.6 

1.2 

2.9 

42.9 

50.0 

170 

Haryana 

— 

_ 

7.6 

3.1 

58.8 

30.5 

131 

J and K 

— 

— 


16.0 

17.7 

66.3 

175 

Himachal Pradesh 

— 

— 

— 

— 

— 




Source: Hunt Labour Eaquby 1974^75, 'Final Report on Employment and Unemployment of 
Rural Labour Households’, nurt II (Supplement), Labour Bureau, Ministry of Labour, 
Govenimem India. 
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the agrivuhural operations except ploughing. 



Ploughing 

Sowing 

Trans¬ 

planting 

Weeding 

Harves¬ 

ting 

Others 

All Agri¬ 
cultural 
Opera¬ 
tions 

operation. The number of women engaged 
in it and the proportion of days spent in 
ploughing are very small. 

lA>oking at the zonal level figures, in the 
central /.one wage differentials have increased 

Central Zone 

19.5 

3.0 

2.5 

11.5 

22.0 

41.5 

200 

in 4 out of 5 agricultural operations and also 

Uttar Pradesh 

20.5 

3.0 

3.0 

12.0 

23.0 

38.5 

200 

ill non-agricuiturt:! operations. In the eastern 

Madhya Pradesh 

18.2 

2.5 

1.0 

10.6 

20.7 

47.0 

198 

zone, differentials have increased except in 

Eastern Zone 

21.7 

2.6 

6.2 

10.8 

26.8 

32.0 

194 

ploughing, in the southern zone, differeU'. 

Bihar 

31.7 

3.8 

4.8 

9.7 

21.0 

29.0 

186 

tials increased in three operations and 

West Bengal 

9.5 

2.4 

5.2 

12.4 

.36.2 

34.3 

210 

decreased in the others. The western zone 

Orissa 

17.0 

— 

II.O 

13 4 

23.8 

34.8 

164 

shows an increase in one, hut in the northern 

Assam 

TAJ 

4.3 

6.6 

4.6 

24.3 

35.5 

304 

zone differentials increased in 3 agricultural 

Manipur 

9.3 

— 

2.5 

8.6 

19,3 

60.4 

280 

operations. 

Hripura 

11.0 

11.5 

8.6 

18.7 

26.3 

23.4 

209 

Meghalaya 

19.2 

1.4 

11.3 

20.2 

17.8 

30.0 

213 

WAOt DirreRJ-NIIALS BY OPERATION 

Southern Zone 

17.4 

1.8 

4.8 

8.4 

20.4 

47.3 

167 

Andhra Pradesh 

12.4 

2.1 

4.7 

9.3 

22.8 

48.7 

193 

hach zone has a great deal of variation 

'ftmil Nadu 

18.9 

0.7 

6.1 

8.8 

20.9 

44.6 

148 

within 1 ' since a zone comprises states of 

Kerala 

32.6 

1.4 

1.4 

2.2 

9.4 

52.9 

138 

varying agro-climatic conditions and crop* 

Western Zone 

15.9 

2.8 

2.8 

13.6 

22.9 

42.1 

214 

ping patterns. It is more meaningfbt 

Gujarat 

10.3 

4.4 

2.9 

19.4 

26.7 

36.4 

206 

therefore to examine the data in terms of 
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lion for all the major states. la 
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1 .«SV' 

t.m 

Kerala 

1.65 

1.44 

1.56 

1.71 

1.45 

1.57 

1.67 

Pondicherry 

~ 

— 

— 


— 

2.09 

— 

Western Zone 

1.54 

1.31 

1.90 

1.29 

1.16 

1.41 

1.89 

Gujarat 

1.37 

1.65 

1.12 

1.16 

0.98 

0 87 

1.16 

Maharashtra 

1.67 

1.90 

2.18 

1.61 

1.59 

1..55 

2.34 

Karnataka 

Goa, Daman and 

1.27 

1.20 

1.66 

1.25 

1.30 

1.47 

1.43 

Diu 

— 

1.19 

— 

— 

— 

0.83 


Northern Zone 

1.67 

1.72 

1.7.3 

1.80 

3.64 

1.92 

1.30 

Rajasthan 

2.03 

1.44 

1.82 

1.49 

■ 2.54 

0.97 

o.% 
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are available, male/female wage 
; have increased between 1964.65 
i. However, as noted earlier, this 
^an much since women workers 
I small proportion in ploughing, 
i seven out of fourteen states,hiid 
in wage differentials. However,’ 
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for men and women. Therefore, this result 
too may not signify much. 

lyansplanting, an operation on which 
women in rice growing tracts spend a large 
part of their total agricultural work days, is 
of much greater interest to us. in three sutes, 
viz, Madhya Pradesh, Kerala and Karnataka, 
wage differentials increased between the two 
surveys. Ibn other states show decreases. 

The work of weeding engages large 
numbers of women. Four out of fifteen 
states show increases in wage differentials in 
this operation during the ten years. In one 
Slate the change was insignificant and in ten 
others it decreased. 

In harvesting, an important operation in 
terms of both female and male labour-time, 
the wage differentials increased between the 
two surveys in seven states out of fourteen 
reported. 

When all agricultural operations are taken 
together, four out of fifteen states experien¬ 
ced increases in wage differentials, in nine 
there were decreases and there was almost 
no change in two. 

In non-agricultural operations, similarly, 
there were increases in male/female wage 
differentials in four out of fourteen states 
reported. 

It is significant to note that although in 
most states and in most operations wage dif- 
ferentiids decreased between 1964-65 and 
1974-75. However, in some cases they 
increased. This is particularly worrying when 


such instances occur in operations like 
transplanting and weeding, since in these 
activities women not only predominate, but 
are also more capable. 

Over the ten years period of the two Rural 
labour Enquiries, all-India male/female 
wage differentials may have increased. 
However, the fact remains that women are 
paid significantly less than men according 
to both enquiries. Moreover, this market bias 
against women workers operates not only in 
operations like ploughing where there may 
be a basis, but also in women-worker- 
intensive operations such as weeding and 
transplanting where their productivity 
advantage is not in doubt. The explanation 
must be sought in terms of the hypothesis 
of segmented labour markets 

DlFKERENllALS hOR SCHEOUt EU CASTES 

For scheduled caste agricultural labour 
households, the all-India picture is some¬ 
what different (Ihble 3). Between I964-6S 
and 1974-75, wage differentials have in¬ 
creased in three operations, viz, ploughing, 
sowing and weeding. The significance of this 
in the case of ploughing and sowing may not 
be very much, but one wonders why dif¬ 
ferentials should have increased in weeding, 
which, as pointed out earlier, absorbs a very 
large part of women's labour-lime in 
agriculture. Wage differentials reduced in 
transplanting, whereas harvesting and all 


agricuKtiral operationsitwhlctiiiigtudei.d^' 
category ’others’) do not dtow any change 
in wage differentials. 

This differential wage between male and 
female workers of scheduled caste house¬ 
holds may reflect douWe discrimination, a 
hypothesis raised earlier. An interesting 
exercise would be to find out bow much of 
the discrimination is attributable to the caste 
factor and how much was due to the sex 
factor. This has been attempted in a later 
section. 

DlEFERE.NriAI.S FOR SCtlEOllLED TRIBES 

Women agricultural labourers belonging 
to scheduled tribe agricultural labour 
households arc better-off, but not signi¬ 
ficantly, than their scheduled caste countei- 
pans in the present context (Ikble 4). 

At the all-India level, for all operations 
taken togeihct, the differentials have 
marginally reduced. Operation-wise break¬ 
up shows that wage differentials increased 
in two operations, viz, ploughing and 
transplanting. Disaggregating at the state 
level, wage differentials in transplanting and 
ploughing increased in four states. Weeding 
showed an increa.se in wage differentials in 
four states, sowing in two states and 
hat vesting in 6 states. 

The question laised earlier, viz, the pos¬ 
sible differences between the scheduled tribe 
agricultrual labour households of the north- 


Tabi I: 3: .M.sir Fimm r Wac.f Dimfrentims (Pfr Dsv) OF Si hfdui i n C'ssif At.Kicuiii'RAi Labocr Houshitoi os 


Plo ughing Sowing _ Tra nspl anting Weeding Harvesting Agricultural Non-Agricultural 

1964-65 1974-75 1964-65 1974-75 1964-65 1974-75 1964 65 1974 75 1964 65 1974-75 Oxupa^nal 

1964-65 1974-75 1964-65 1974-75 


Central Zone 

0.85 

1.10 

1.25 

1.35 

1.22 

1.19 

1.31 

1.39 

1.31 

1.30 

1.16 

1.26 

5.07 

1.62 

Uttar Pradesh 

0.65 

1.02 

1.15 

1.30 

1.35 

1.24 

1.31 

1.42 

1.26 

1.31 

l.ll 

1.24 

1.80 

1.66 

Madhya Pradesh 

1.57 

1.33 

1.44 

1.56 

0.87 

l.II 

1.14 

1.19 

1.36 

1.15 

1 31 

1.23 

t.38 

1.30 

Eastern Zone 

1.34 

1.45 

1.44 

1.25 

1.27 

1.25 

1.16 

1.29 

1.25 

1.20 

1.21 

122 

3.25 

1.59 

Bihar 

1.21 

1.19 

104 

1.17 

1.22 

1.22 

1.13 

1.12 

1.12 

l.ll 

1.12 

1.13 

1.63 

1.39 

Vlea Bengal 

1.69 

2.80 

1.59 

2.05 

1.18 

1.07 

1.15 

1.41 

1.20 

1.24 

1.18 

1.27 

1.67 

1.81 

Orissa 

1.43 

1.93 

1.78 


I 21 

1.29 

0.85 

1.42 

1.50 

1.53 

1.39 

1.53 

1.53 

1.54 

Assam 

1.06 



1.52 

1.23 

1 21 


1.64 

— 

1.32 

1.13 

1.31 

1.86 

1.44 

Manipur 

« 

— 


— 




— 


— 

— 


— 

— 

Tripura 


3.00 

— 

1.15 

— 

1.04 

— 

— 

— 

1.35 

— 

1.34 


2.57 

Meghalaya 

_ 

— 


— 

__ 

— 

_ 


— 

— 

- 

— 

— 


Southern Zone 

1.42 

1.39 

I.2I 

r.5o 

2.69 

1.35 

1.43 

1.48 

1.43 

1.38 

1.57 

1.40 

1.55 

1.41 

Andhra Pradesh 

1.21 

1.51 

1.08 

1.71 

1.81 

1.46 

1.68 

1.16 

1.36 

1.38 

1.37 

1.34 

1.60 

1.09 

Tamil Nadu 

1.20 

1.64 

1.13 

1.48 

4.30 

1.33 

1.33 

1.98 

1.54 

1.52 

1.64 

1.45 

1.51 

1.68 

Kerala 

1.75 

1.08 

1.41 

1.52 

1.87 

1.74 

1.78 

1.32 

1.42 

2.15 

1.75 

1.43 

1.83 

2.26 

Pondicherry 


— 

— 

— 

— 

1.86 

— 

— 

— 

— 

— 

1.59 


1.93 

lfi»rer#i Zone 

1.47 

1.48 

1.70 

1.65 

1.15 

1.48 

1.49 

1.51 

1.51 

1.56 

1.67 

1.59 

1.64 

1.43 

Gujarat 

1.13 

2.40 

0.81 

1.42 

0.97 

1.16 

1.22 

1.08 

1.13 

1.36 

1.28 

1.34 

1.27 

1.07 

Maharashtra 

1.58 

2.39 

2.63 

1.64 


1.85 

2.04 

1.61 

1.88 

1.60 

2.07 

1.68 

1.76 

1.66 

Karnataka 

Goa, Daman and 

1.42 

1.40 

1.51 

1.56 

1.57 

1.45 

1.36 

1.52 

1.41 

1.56 

1.63 

1.74 

1.89 

1.SI 

Diu 

Northern Zone 

1.59 

1.26 

2.09 

1.71 

— 

1.32 

1.18 

1.96 

1.64 

1.55 

1.57 

1.76 

1.82 

2.33 

Rmasthan 

2.57 

1.00 

2.35 

1.28 


1.11 

0.89 

1.29 

1.34 

1.33 

1.63 

1.34 

0.89 

1.82 

Punjab 

1.49 

1.49 

1.88 

1.09 

— 

1.26 

0.99 

1.43 

1.71 

1.64 

1.50 

1.88 

2.19 

2.97 

Haryana 


— 


— 

— 

1.23 


1.15 


1.22 


1.20 

— 

1.42 

JandK 

— 

— 

— 


— 



1.18 


1.31 


1.51 

— 

1.78 

Himachal Pradesh 

— 

— 

— 

I.I4 




1.79 


I.IS 


1.49 

— 

1.84 

Delhi 

0.62 

— 

— 

— 


— 

1.00 



— 

1.03 

— 

1.49 

— 

AU India 

1.36 

1.38 

1.42 

1.52 

1.79 

1.40 

1.46 

1.63 

1.48 

U3 

1.45 

1.44 

1.64 

1.36 
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CMtera hU wew Slid those df <Mto 
cannot be ewnined in tenns of changes in 
wage differaltials since the Rural Labour 
Enquiry of 1964-65, does not provide com- 
^plete information on Assam, and most of 
the other north-eastern states like Meghalaya, 
were created later or were not covered earlier. 

Caste, or sex 

We have seen that women workers of the 
scheduled caste earn less than the men and 
also that the wage differentials have in¬ 
creased in many states between 1964-65 and 
1974-75. tkfe wish to examine here the relative 
role of sex and caste in the observed wage 
differentials. 

In order to do this, we take for each opera¬ 
tion in each state the daily money wages of 
men belonging to agricultural labour house¬ 
holds as numeraire and express the money 
wages of other categories of workers (vir;, 
women belonging to agricultural labour 
households, men belonging to scheduled 
caste agricultural labour households and 
women of scheduled caste agricultrual labour 
households) in terms of the numeraire. A 
similar exercise has been done for men and 
women belonging to scheduled tribe agri¬ 
cultural labour households. Separate 
estimates for four major agricultural opera¬ 
tions and for all agricuhural operations 


clubbed together, for 1974-75 for all the 
states have been made. 

Table 5 shows that in all operations in all 
the states, with the exception of trans¬ 
planting in three states, women of scheduled 
caste agricultural labour households have 
wage relatives (male agricultural labour wage 
= 100 ) well below hundred, although on the 
basis of 1974-75 data only, without com¬ 
parison with 1964-65, their position is not 
much worse than that of women of all 
agricultural labour households. 

Sex DK EEKENTIAl. INDEX 

Separate data for non-scheduled caste 
agricultural labour households are not sup¬ 
plied by the Rural l.abour Enquiries. 
However, to separate the influence of the 
caste factor and the .sex factor we have used 
two indices. The index used in this section 
determines the proportion of the wage dif¬ 
ferential of scheduM caste women labourers 
attributed to their sex. The index can be 
M~F 

expressed thus; SDI = c/— 5 — t where M is 

M Fj^ 

the daily wage of men belonging to agri¬ 
cultural labour households, F is the cor¬ 
responding wage for women and the 
corresponding wage for scheduled caste 
women. The index can be constructed for 


each state and each operation. 

Using this index one finds that wage dif¬ 
ferentials in the case of women worters of 
scheduled caste agricultural labour house¬ 
holds is largely attribuuble to their sex, 
rather than to their caste. For example in 
Andhra Pradesh in transplanting, where 
women workers of scheduled caste agricul¬ 
tural labour households get only 69,5 per 
cent of the wage that male workers of all 
agricultural labour households get 81 per 
cent of this differential is attributable to their 
sex and only 19 per cent to their caste. 

In certain operations in some states, 
women workers of scheduled caste agri¬ 
cultural labour households earn more than 
women workers of all agricultural labour 
households together. An example would be 
weeding in Kerala. Here the proportion 
attributable to the caste factor is negative 
and the differential is entirely due to the fact 
that tliey are women. 

CASTE Differential Index 

One may aigue that the same conclusion 
may not be borne out if some other index 
is used. 1 have therefore tri'^d another index: 

CDI = where .M., is the relevant 

M-F,. 

scheduled caste male wage rate. This index 


Tabi l 4; M.\i 1- l-LMAi L Ww.r Dim kcmi.\i> (Pm Dan) SnitDi i eo Tribe AciRK'inTi.RAi I ahoi'r Hoiseiioli>s 


Ploughing Sowing^ _ Transplanliiyf Weeding Harve sting 

1964-A.S 1974-75 1964 65 1974-75 1964-65 1974-75 1964-65 1974-75 1964-65 1974-75 


Agricultural Non-AgricultunU 
Occupational Occ upatio nal 
1964-65 1974-75 1964'-65 1974-75 


Central Zone 

1.29 

I..37 

1.20 

1.64 

1.23 

1.26 

Uttar Pradesh 

— 

— 

1.33 

— 


0.99 

Madhya Pradesh 

1.29 

1.41 

1.20 

1.63 

1.23 

1.41 

Eastern Zone 

1.26 

1.51 

1.41 

311 

1.09 

1.27 

Bihar 

1.17 

— 


1.17 

1,21 

1 14 

West Bengal 

l.JO 

1.37 

— 

0.95 

1.03 

l.OS 

Orissa 

1.38 

2.36 

1.51 

106 

1 19 

1.58 

Assam 

1.19 

1.12 

— 

1.73 

— 

1.17 

Manipur 

— 

0.71 

.... 

— 

— 

— 

TKpura 

— 

— 


1.28 

0.93 

1.33 

Meghalaya 

— 

1.44 

•• 

1.17 

-- 

1.30 

Southern Zone 

1.49 

1.57 

1.03 

5.00 

1.08 

1.08 

Andhra Pradesh 

L5S 

1.33 

1.00 

- 

l.OS 

1.20 

Ihmil Nadu 

0.85 

— 

.... 

- 

- 

— 

Kerala 

_ 

— 

- 


- 

1.08 

Pondicherry 

— 

— 

” 

— 

1.15 

1.31 

Western Zone 

1.62 

1.58 

2.21 

1.74 

Gujarat 

1.32 

1.74 

1.09 

L.35 

1.05 

1.12 

Midwrashtra 

1.72 

— 

3.02 

1.63 

1.73 

1.36 

Karnataka 

_ 

— 

— 

— 

— 

— 

Goa, Daman and 
Diu 




■ ■ 

_ 

— 

Northern Zone 

_ 

1.61 

1.81 

1.33 

2.54 

0.99 

Rajasthan 

__ 

1.61 

1.68 

1.33 

2.54 

0.99 

Punjab 

— 

— 

— 

— 

—- 


Haryana 

— 

•— 


— 



JandK 

— 

— 

— 

— 



Himachal Pradesh 

— 

— 

— 

... 



Delhi 


— 


— 

— 


All India 

1.37 

1.42 

1.53 

0.34 

1.08 

1.26 


1.08 

1.22 

1.20 

1.12 

1.17 

1.24 

1.36 

1.48 

1.00 

1.54 

1.16 

1.29 

1.28 

1.17 

1.14 

— 

1.08 

1.12 

1.20 

Lit 

1.17 

1.25 

1.36 

1,49 

0.74 

1.14 

i.:5 

1.24 

1.29 

1.20 

1.39 

1.19 

1.32 

0.55 

1.32 

1.27 

1.20 

1.26 

1.86 

1.33 

1.61 

1.28 

l.ll 

1.24 

1.24 

1.16 

1.32 

1.17 

2.34 

1.02 

1.24 

1.25 

1.43 

1.24 

1.70 

1.23 

1.44 

1.45 

— 

0.93 

1.23 

1.26 

— 

LS7 

_ 

— 

— 

1.00 

— 

0.85 

— 

— 

— 

1.35 

1.27 

1.18 

1.55 

1.28 

- 

1.20 

_ 

I..30 

— 

1.27 

— 

1.32 

— 

1.51 

1.89 

1.10 

1.45 

1.15 

1.49 

1.22 

1.49 

2.38 

209 

1.25 

1.66 

1.20 

1.50 

1.25 

1.39 

6.49 

1.53 

1.01 

1.04 

1.54 

1.34 

0.98 

— 

— 

1.49 

0.93 

... 

1.87 

1.48 

1.29 

— 

2.19 


— 


— 

— 

— 

— 

— 

1.22 

1.58 

6.35 

1.53 

1.41 

1.55 

1.51 

1.27 

LIO 

1.18 

1.14 

137 

1.16 

1.36 

1.36 

1.07 

0.59 

2.11 

1.68 

1.76 

1.74 

1.72 

1.62 

1.44 

2.44 

1.33 

2.04 

1.1.3 

1.30 

1.38 

— 

1.17 



_ 

1.52 


1.39 


1.50 

1.57 

0.95 

1.92 

1.15 

2.17 

1.30 

2.14 

1.77 

1.57 

0.95 

i.n 

I.IS 

1.78 

1.29 

2.06 

— 

I 

— 

1.22 


1.18 

— 


•— 

— 

— 


— 

— 

— 

— 

— 

-- 

— 

— 

— 

— 

— 

— 

— 

_ 

— 

— 


— 

— 


_ 

1.41 

1.33 

1.40 

1.31 

1.35 

1.32 

1.43 

1.34 


SourcetMunU Labour Enquiry, 1974-75, ‘Final Report on Wages and Farnings of Rural Labour Households', Labour Bureau, Ministry of Labour, 
Covernment of India. 


Wsekly December 10,1988 


2695- 



Table S: Reiative Differentials in V^aoes by Sex and Scheduled CAirrE^'HEDuiED Tribe Siatus 



Sowing 

Trans¬ 

planting 

Fwding Harses- Alt Agri- 
ting ultural 

Opera¬ 
tions 

Sowing 

Trans- Weeding Harves-. 
planting ling 

All Agri¬ 
cultural 
Opera¬ 
tions 

Sowing 

TVans- 

planting 

Feeding Harves- All Agri- 
ting cultural 
Opera¬ 
tions 



Uttar Pradesh 



Madhya Pradesh 




Bihar 



(I) 

KRTO 

100.0 

100.0 

ItKI.O 

KKt.O 

IIXI.II 

l(K)0 

100 0 

KXIO 

KKI.O 

lUO.O 

1000 

KXI.O 

100.0 

KXI.O 

(2) 

64.6 

77.6 

62.3 

62. ^ 

77 4 

WI.O 

86.1 

87.7 

81.7 

111.0 

89.0 

84.8 

86.0 

85.6 

85 1 

(3) 

81.9 

93.9 

90 7 

99.5 

96.9 

104 O' 

186 7 

KXI.O 

106.2 

101 6 

110.2 

Klt.3 

104 0 

97.9 

100.9 

(4) 

63.2 

75.9 

63.8 

75.9 

76 4 

66,7 

140 2 

83 9 

92.1 

82.9 

93.9 

83 2 

92.7 

88.3 

89.1 

(5) 

83.6 

100.0 

70.1 

TTS 

674 

9- 0 

115.5 

102.8 

93.4 

95.5 

64.2 

81.9 

42.‘» 

102.7 

95.0 

(«) 

— 

66.7 

45.5 

60.0 

57 7 

59.3 

82 1 

91.5 

89.9 

76.4 

55.1 

72.0 

60.8 

80.8 

75.2 

(7) 

96.2 

92.9 

104.1 

114.9 

104.6 

120.1 

134.6 

76.4 

193.7 

64 3 

180.3 

90.5 

191 8 

123.1 

1.36.7 

(S) 

22.0 

25.3 

25 7 

2.1 

14 4 

• 112,0 

215.7 

-- 

■78 5 

9.4 

167.2 

~.1 

54.8 

17.9 

8.3 



West Bengal 





Orissa 





Assam 



(» 

100.0 

100.0 

100.0 

100.0 

lUO.O 

100.0 

100.0 

KXI.O 

KXI.O 

100.(1 

100.0 

KXI.O 

100.0 

100.0 

KXI.O 

(2) 

73.2 

90.4 

77.7 

78.8 

81.1 

53.9 

70.4 

86.1 

67,1 

69.3 

66.3 

75.1 

70.6 

79.3 

76.0 

(3) 

no.8 

99.5 

105.2 

102.6 

l(.2.9 

145.0 

94.2 

98.3 

105.7 

KI4.5 

113.1 

S3 4 

98 5 

98.(1 

95.5 

(4) 

54.2 

93.2 

74.7 

82.6 

81.1 

- 

72.8 

69.3 

69.0 

68.2 

74.5 

68.6 

60.1 

74.1 

73.3. 

(5) 

101.4 

97.4 

104.6 

95.3 

95.4 

57.3 

9.3.4 

93.7 

85.2 

87.5 

134.9 

128.2 

118.6 

MOO 

114.9 

(6) 

107.0 

93.0 

81.5 

76.7 

82.2 

- 

59.1 

92 0 

68.2 

70.5 

78.0 

109.9 

82.0 

120.0 

90.8 

(7) 

S8.5 

141.2 

88.1 

I2I.S 

100.0 

- 

108.8 

45.0 

106.1 

96.1 

132.2 

79.3 

73.7 

79.9 

89.9 

<«) 

-23.6 

7.4 

-20.6 

14.9 

15 3 

- 

21.3 

5.5 

184 0 

14.2 

51.6 

52.9 

3.8 

7.7 

4.5 




Tripura 





Mcj-lialaya 




.Andhta Pradesh 


(1) 

100.0 

100.0 

100.0 

IIKI.O 

HKI.O 

KNI.O 

KKJ 0 

KXI.O 

KXI.O 

100.0 

100.0 

KXI0 

KKI.O 

KX) (1 

KKI.O 

(2) 

79.4 

78.2 

85.3 

74.9 

7-> 3 

85.ft 

75.9 

83.6 

78.7 

75.9 

55.1 

75.3 

75.9 

70.8 

74.0 

(3) 

98.1 

105.1 

83.1 

85 4 

9l».7 

- 

- 


- 


‘WO 

101 5 

85.9 

93.0 

94.3 

(4) 

85.3 

101.5 

-- 

63 5 

67 4 





- 

49 5 

69.5 

74.3 

67 4 

70.2 

(5) 

99.4 

95.4 

114.7 

102.6 

104 9 

I(K).0 

98.6 

109.2 

iou.o 

11X1.7 


97. T 

110.0 

84.1 

98.9 

(«) 

77.8 

71.8 

85.0 

86.8 

82.0 

85.6 

75 9 

83.8 

78.7 

76.1 

33.0 

81 5 

88.4 

70,1 

79.2 

(7) 

I40.I 

-14.5 

- 

6 H..<< 

69.6 

-• 

•- 




88.9 

81 (1 

93.8 

89.6 

87.2 

(8) 

12.9 

3.4 


40.0 

28.5 

— 

- 

■■ 

— 

— 

2.0 

-4.9 

.54 9 

21.5 

19.1 



Tamil Nadu 





Kerala 





Rajasthan 



(1) 

100.0 

100.0 

100.0 

100.0 

100.0 

lOO.O 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

(2) 

58.4 

71.2 

56.0 

65.5 

63.7 

58.5 

63.5 

86.4 

67.9 

71.1 

67.3 

102.6 

76.6 

68.7 

70.9 

(3) 

82.9 

101.7 

108.1 

104.2 

96.2 

93.8 

106.2 

118.6 

153,4 

106.5 

90.5 

172.5 

102.1 

108.2 

102.7 

(4) 

56.9 

76.6 

54.6 

68.7 

66.2 

61.7 

61.0 

89.8 

71.3 

74.6 

70.8 

155.4 

79.0 

81.1 

76.9 

(5) 

— 


94.3 

90.7 

66.5 

77.8 

78.0 

68.5 

98.4 

86.7 

62.3 

94.3 

67.8 

56.0 

75.3 

(«) 

— 

45.3 

93.1 

58.9 

67.6 

- 

72.2 

73.3 

52.6 

67.3 

46.9 

94.8 

71.0 

48.8 

58.2 

(7) 

96.5 

123.1 

96.9 

110.2 

107.4 

108.4 

93.6 

133 3 

118.8 

113.8 

.52.1 

— 


— 

126.0 

(8) 

39.7 

7.2 

■17.8 

13 4 

11.2 

16.2 

-15.9 

-182.4 

18.9 

25.6 

32.5 

- 

- 

— 

- 11.7 




Ciiijarul 





Mahaiashtra 




Karnataka 



(1) 

100.0 

100.0 

100.0 

KXIO 

100.0 

HXI.O 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

KXI.O 

100.0 

(2) 

36.1 

114.5 

89.5 

75.4 

77.8 

62.0 

64.5 

55.7 

61.7 

58,2 

80.3 

68.0 

63.7 

69.8 

63.5 

(3) 

95.2 

153.7 

91.7 

III.O 

107.1 

108.6 

119.0 

84.0 

94.3 

93 2 

116.0 

93 9 

98.0 

11.3.5 

102.1 

(4) 

66.8 

132.9 

84.6 

81.8 

79.6 

66.1 

64.2 

52.0 

59.1 

55 5 

69.9 

65.0 

64.5 

72.7 

58.6 

(5) 

86.9 

95.8 

89.9 

87.3 

94.4 

102.0 

95.0 

126.2 

11.5.9 

108.7 

123.8 


102.0 

92.7 

106.3 

(6) 

64.4 

85.9 

■ 76.3 

63.9 

69.4 

62.4 

69.9 

59.8 

65.9 

63.1 


— 

76.7 

81.8 

77.2 

(7) 

41.9 

44.1 

68.2 

135.2 

108.8 

112.1 

99.2 

92.3 

93.6 

93.9 

65.4 

91.4 

102.3 

110.6 

88.2 

(8) 

14.5 

163.2 

53.9 

- 60.4 

.34.8 

25.4 

-53.1 

33.3 

17.1 

15.3 

53.2 

17.4 

5.6 

49.5 

5.1 


Notes: (1) Men of agricultural labour hnuseholtis. 

(2) Women of agricukurat labour households. 

(3) Men of SC agricultural labour households. 

(4) Women ol SC agricultural labour households. 

(5) Men of ST agricultural labour hou.seholds. 

(6) Women of ST agricultural labour households. 

(7) Index I. 

(8) Index 2. 

W'ith respect to roYS one to sis, wage lates have been calculated relative to the corresponding wage rate of men of all agricultural labour 
households (row 1), which has been taken to be 100. 

2 Index 1 - 

Row 1 Ri>w 4 

Ii»dcx2 - Row 1 Row 3 

Row I - Row 4 

Source: Rural labour Enquiry, 1974-75, ‘Final Report on Wages and Earnings of Rural Labour Households'. Labour Bureau, Ministry of Labour, 
Government of India. 
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seeks to measure the share of the scheduled 
caste factor in the wage differential, while 
the earlier index sought to measure the sham 
of the sex factor in the wage differential. 

* In Krms of results, both indices show that 
the greater part of the wage differences for 
scheduled caste agricultural labour women 
is caused by their sex rather than by their 
caste. In Uttar Pradesh, for instance, this 
index shows that 25 per cent of the difference 
is due to caste and 75 per cent due to sex. 
The earlier index attributed 7 per cent to 
caste and 93 per cent to sex difference. The 
exact magnitudes may differ, but the direc¬ 
tion is the same. Our conclusions based on 
the first index are broadly substantiated by 
the second. 

CONC IJLISIONS 

Women workers of agricultural labour 
households, irrespective of their caste or 
legion are at a disadvantage vis-a-vis their 
male counterparts in terms of relative wages 
in agricultural operations. We have tried to 
find out the extent and changes in the wage 
differentials. Ccnain operations like plough¬ 
ing are dominated by men, others like .sowing 
and harvesting absorb both male and female 
labour-time, while in transplanting and 
weeding women workers predominate. The 
average daily wage for a. full day's woik 
earned by women is lower than that earned 
by men in every operation including trans¬ 
planting and weeding which are largely 
female tasks. 

At the all-India level, male/femalc wage 
differentials have decreased in 1974-75 as 
compared to 1964-65. 

Women from scheduled caste agricultural 
labour households and scheduled tribe 
agricultural labour households suffer from 
similar disadvantage. Moreover in the case 
of scheduled caste women, in three agri¬ 
cultural operations, and in the case of 
scheduled tribe women, in two agricultrual 
operations, wage differentials have increa.sed 
in 1974-75 as compared to 1964-65. 

By using two indices one finds that as far 
as the scheduled caste agricultutal labour 
women are concerned, a greater part of their 
lower relative wages can be attributed to 
their sex. rather than to their caste. Indeed 
in certain cases their caste is not a handicap 
and the entire differential can be attributed 
to the fact that they are women. 

Why are womeiiworkers paid less in agri¬ 
cultural operations for a standard day’s work 
even when they are obviously more produc¬ 
tive in some operations than mide workers? 
The answer has to be sought in social 
attitudes, biases, restrictions and other 
imperfections that work against women. 

Notes 

1 Gita Sen, ‘Women Agricultural Labourers' 
in Tyranny of the Household, Devaki Jain 
and Nirmala Banerjee (eds), 1985, p 1.37. 

2 For ac excellent discussion of the Rural 
Labour Enquiries as data sources, see Ashuh 
Thru Deb,. Some Aspects of Agricultuni 


Labour and Wages in India, 1954-55 to 
1974-75, unpublished MPhil dissertation, 
Delhi School of Economics, Delhi Univer- 
slty, 1986. 

3 Rural Labour Enquiry, 1964-65, Final Report 
on Wages and Earnings of Rural labour 
Households. 

4 Ibid, 1964-65, pp 15. 16. 


S For a similar (Ssdtsslon of wage dilfefemials 
but mainly at the all-India level, see Ruchita 
Chaiterji, ‘Marginalisation and the Induc¬ 
tion of Women into Wage Labour: The Case 
of Indian Agriculture', World Employment 
Programme Research, Working Paper, HA 
1984. Although there are certain areas of 
overlap, the focus of^her work is different.. 
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DISCUSSION 

Irrigation in Kerala 

B D Dhawan 


IN their attempt to understand 
agriculture in Kerala is stagnating lately, 
K P Kannan and K Pii.shpangadan (Review 
of Agriculture, September 24) have made 
tome adverse observations with regard to 
irrigation. These deserve attention for more 
tium one reason. For one, their paper ap¬ 
pears to be part of an ongoing research 
endeavour. Hence, the discussion might 
jprove helpful in improving their anat)'sis and 
interpretations of the irrigation-related 
results. 

Secondly, their findings can come in 
handy to anti-major irrigation lobbies which 
are in the ascendancy these days. In point 
of fact, these may as well enlarge the small 
stock of economi.sts who harbour doubts 
^ut the very viability of irrigation in high 
lainfall regions like Kerala and eastern India. 
This twin-danger is enhanced by a surfeit of 
tMhnical excellence in their paper. That is 
to say, they have been truly conscientious in 
using very refined methods of measurement, 
e g, their use of Cochrane-Orcutt method 
for tackling the usual problem of auto- 
etwrelation in regression analysis based on 
time series data. How one wishes they had 
shown similar zeal in probing (a) the in- 
nmiities of the data they were using or com¬ 
menting upon, and (b) the logic of the 
empirical exercises executed by them. 

ibuinan and Pushpangadan (hereafter 
referred to as ‘the authors’), like scores of 
other romantics in this field, suffer from the 
illusion that minor irrigation works can be 
developed at minor cost. According to their 
computations, the capital cost per irrigated 
hectare in Kerala has averaged a little over 
rupees four thousand for minor irrigation 
works, about one-sixth the corresponding 
cost of about Rs 2},0(X) for major and 
medium irrigation works. These estimates 
are derived by them from two sets of official 
data invariably reported in our plan docu¬ 
ments, namely (i) targets/achievements in 
irrigation potential by category of irrigation 
works and by plan p^od, and (2) irrigation 
outlays, category-wise and plan-wise. Before 
marrying these two sets of data—so as to 
get the estimates of unit cost of irrigation 
by category and by plan period—few investi¬ 
gators pause to ponder over their com¬ 
parability or compatibility. It is spalling to 
see scholar after scholar tripping in this 
exercise because they fail to realise the 
following two facts. 

First, the outlays mentioned in the plan 
documents, whether of the centre or the 
states, are on public sector account only. 
Thus such outlays shown against irrigation 
works ate exclusive of capital investments on 
private account by farmers themselves. 
Second, plan statistics of irrigation poten- 
tiM penain to the entire economy, that is, 
' these are for both public and private irriga¬ 
tion taken together, without any separate 


figures for the irrigated area served by public 
irrigation works. Since most of the major 
irrigation works are in the public sector, the 
above-mentioned two sets of data arc com¬ 
patible in respect of such works. As minor 
irrigation works like tubewells, dugwells and 
tanks are both in the private as well as the 
public sector, the two data sets are incom¬ 
patible in their case. Because of exclusion 
of investments on private account, the 
derived estimates of unit capital cost in 
respect of minor irrigation woiks get under 
assessed, the degree of undcr-asscssment 
sarying in proportion to the relative share 
of private means of irrigation within the 
category of minor irrigation works. 

Another reason why investigators find 
much lower unit cost for minor irrigation 
works vis-a vts major irrigation works is that 
they take a partial view of co.sts. This par¬ 
tiality has two dimensions, namely, (i) allied 
costs of developing an irrigation resource, 
and (2) the operational and recurring costs 
of irrigation works. Among the allied capital 
costs, the most noteworthy in the Indian 
context is that on account of the energy 
sector. Whereas major irrigation work.s, also 
known as flow irrigation woiks, utilise the 
natural force of earth's gravity, minor irriga¬ 
tion works other than tanks (also known as 
lift irrigation works) require energy for their 
working. Thus one has to make huge invest¬ 
ments in power generation and tural electri¬ 
fication so a.s to enable the development of 
minor irrigation in which electric pumpseis 
play a vital lole for lifting both gioundwalci 
and suifacc water. 

Once one reckons with costs m a compre¬ 
hensive manner, one may find ihai the boot 
is on the other leg, that i.s, the cost advan¬ 
tage is in favour of major, and not minor, 
irrigation'works. I am asserting this on the 
basis of a detailed work on national data for 
the Fifth Five-Year Plan. In view of this, the 
authors may not find their several observa¬ 
tions on minor and miqor irrigation works 
of Keralatenable were they to investigate the 
plan data along the lines suggested by me. 

As regards the author’s empirical results 
based on regression analysis, their finding 
no evidence of the beneficial impact of 
irrigation on land productivity can be ques¬ 
tioned on several counts, notwithstanding 
their remark that their fining is in harmony 
with earlier findings in this regard by five 
other scholars. To begin with, they belatedly 
discover a serious deficiency in the time 
series data in respect of. irrigated area for 
the state as a whole (tucked away in foot¬ 
note 3 that figures at the end of their section 
on water and land development). Irbt, they 
lack courage to reject the result based on the 
use of such data. Thanks to the funded 
nature of applied economic research these 
days, the scholars must supply to their 
funding agency/institution reports based on 


empirical work of even questionable validity. 
But why propagate such defective findings 
through publication? 

What is the problem with their data base? 

It is the downward revision in the official 
statistics of irrigated area of Kenda. This 
appears to be a unique, not typical, case in 
India. Commencing in 1973-76, the net 
irrigated area of the state nosedives by half 
(from 4.63 lakh hectares in 1974-73 to 2.28 
lakh ha in 1973-76), and thereafter never 
recovers even its level of 3.36 lakh ha attained 
back in 1962-63. The authors do not men¬ 
tion the reasons behind such a sharp down¬ 
ward revision. Whatever be the reasons, 
results based on such a time series, notably 
those presented in Table 3 of their paper, are 
bound to be faulty unless they devise some 
mcchuqism for coping with the change in 
the data base. 

Besides a mis-match between yield and the 
irrigation ratio, their regression results (vide 
Table 3) for foodgrains and non-foodgrains 
groups are marred by two specification 
errors. One, in the absence of crop-wise 
information on fertiliser use, empirical 
scholars invariably use the time series of 
aggregate data on apparent consumption of 
fertili.sens in a state (or district). TWo, the 
author’s attempt to fuse two water-related 
variables into one variable (presumably to 
save one ‘degree of freedom' in statistical 
analysis) is misconceived. Instead, it would 
be better to introduce both actual rainfall 
and irrigation ratio as separate variables in 
regression analysis. 

Finally, about the logic of the yield model 
empiricised by the authors. My allusion here 
is not so much to the additive character of 
the model as to the implicit assumption that 
the irrigated yield is more than the un- 
iiligated yield of the .same crop, in the 
present case, the additive model is workable 
for two reasons; (I) in high rainfall areas 
irrigation is not a highly complementary 
input to chemical fertilisers, and (2) produc¬ 
tion gains over time are both due to move¬ 
ments along the old production fuctions and 
on to higher production curves—this twin- 
movement alone can justify the linear 
spedfication in variables like chmical 
fertilisers. 

At first thought, the implicit assumption 
of irrigated yield exceeding unirrigated yeild 
is very plausible. However, one must not 
forget irrigation can substantially enhance 
the crop output by enabling the formers to 
grow it in off-season alsa Tb iUus*;ate; much 
of the increase in groundwater output in 
southern India, notably in Hunil Nadu, 
Andhra Pradesh and Karnataka, is from 
irrigated groundnut raised in the summer 
season, without there being any perceptible 
difference in irrigated and unirrigattd yield 
levels of this cro{x Let us, therefore^ examine 
the case of paddy; the main user of irriga¬ 
tion in Kerala. 

Paddy is raised in Kerala in mm than.one 
season: autumn, winter and summer. Autumn 
paddy is sown during the April-July polod 
and harvested dturing Jiily^October; winter 
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p^dy Is spwii during the. July-October 
period imd harvested during Novembcr- 
February. Normally, irrigation is needed for 
early autumn paddy and late winter pady. 
Oth^ise, state rainfall is adequate for both 
atdumn and winter paddies, which con¬ 
stitute the main monsoon season craps, it 
is the summer paddy for which irrigation 
becomes a necessity becau.se rainfall during 
its growing period is much less than its water 
requirements. 

In the state crop calendar, summer paddy 
has two distinct sub-seasons. While paddy 
sown during October-December is harvested 
during March-April, the one sown late 
during the January-March period matures 
during May-June (tcriod. The normal rain¬ 
fall during November-May period in the 


state is as follows: 


November 

184 nun 

December 

35 mm 

January 

17 mm 

February 

22 mm 

March 

59 mm 

April 

142 inm 

May 

293 mm 


Nearly one-third of the paddy area in the 
state is under irrigation. While bulk of the 
kharif paddy (aulumn/winter paddy) is 
raised under rainfed conditions much of the 
raoi paddy (summer paddy) is rai.sed with 
the aid of irrigation. Because of the irriga¬ 
tion constraint, aiea under summer paddy 
is hardly one-eighth of the total area under 
paddy. No less importantly, the yield dif¬ 
ferential between irrigated and unirrigated 
paddy is small. This is suggested by the fact 
that average rice yield of summer paddy 
during the 5-year period 1980-81 to 1984-85 
was about 18.7 quintals/ha about 2.5 quin¬ 
tals (i e, IS per cent) mure than the kharif 
rice yield of 16.2 quintals/ha in the same 
perit^. While the yield effect of iirigation 
is quite low, the output impact (in the sense 
of addition to rice output) can be substantial 
if irrigation in the state is oriented towards 
rabi/summer season. At present, hardly 30 
per cent of the irrigation is oriented towards 
sustaining summer cropping of paddy. It is 
largely because of this orientation that the 
output augmenting role of each hectare 
under paddy irrigation is modest, most pro¬ 
bably a little under one ton of rice. 

lb conclude, in high rainfall areas where 
unirrigaied crop yield of paddy is naturally 
high, the yield effect of irrigation is not a 
sure guide to the output augmenting role of 
irrigation. It is far more appropriate to 
analyse the output impact of irrigation 
either through the production function 
approach or otherwise, say, through the use 
of the k-factor approach to differentiating 
between observed irrigated and unirrigated 
yields at one point of time. As for irriga¬ 
tion development in such high rainfall areas, 
one must aim at irrigation having following 
attributes: 

(i) It is mainly oriented towards the non- 
monsoon period. 

(ii) It is flexible enough to be deployed for 
irrigating kharif crops in the event of 
a big break in the monsoons. 

(iii) If in the public sector, it is writ managed 
1^ the state If it is in the private sector. 


the state must manage well the infra¬ 
structure like power generation and 
rural electrification that have a close 
bearing on the success of private irriga¬ 
tion based on electric pumpsets. 

When the authors commend minor irriga- 


1 HIS is a response to (,i K l.ieten’s review of 
my book irom Muhilisaiion lo Inslilutiona- 
hsation: Fhe Pvnamics of Agrarian Move¬ 
ment in 20lh ( entury Kerala (September 3). 
Scholarly nnimg is a risky proposition in 
that it can tail into anybody's hands 
including those the prejudiced and the un¬ 
lettered. And nobody can stop it from being 
subjected to fierce, even virulent criticism. 
Be that as it may, the critic is nut expected 
lo mutilate, misquote or misrepresent facts 
and arguments. Lieten docs all these and 
much more and these cannot be left un- 
corrected. Hence the need for this rejoinder. 

I shall respond only to the most blatant of 
hi.s accusaiioiis. 

First, the icviewcr attributes “ignorance 
of written relcrencc material" with reference 
to "hisiorital chapters” wherein many 
“pages of conteniious matter can be found 
without anv refeieiice whatsoever”. I.et me 
remind him, to start with, that there is a dif- 
feicnce bcisscen ‘ignorance' and 'ignoring' 
I'es, I did ignoic most, though not all, of the 
written material because they are simply not 
relevant for my purpose. I do not accept the 
assessment that the two chapters which deal 
with the hisioi ical background of agrarian 
movement in Kerala pre.scnt 'contentious' 
material. And it is an utter falsity to say that 
I do not refer to my sources. 

I had anticipated this criticism and 
answcied it iii the preface to the book. The 
book deals with two phases—the historical 
and the ‘ongoing'-of the Kerala agrarian 
movement. I cv'llccted the data relating to 
the ongoing phase of the movement mainly 
(not exclusively) frv>m grassroots participants 
and organisations. I had to collect com¬ 
parable data for the hi.storical phase. 1 wrote 
thus in the preface: “The most reliable and 
useful of these sources were the writings hy 
and on grassroots movement activists— 
biographies, historical accounts, memoirs— 
and informant interviewing. The 'historical' 
data presented in this book are drawn from 
the above sources mainly available in 
Malayalam, the native tongue of Kerala. The 
rationale behind drawing upon this type of 
source material was to ke^ the data relating 
to the present and earlier phases of the 
movement at the same ‘epistemoiogical’ 
status. Our historical account may not 
satisfy the conventional historians and those 
sociologists who follow them, who are 
beholden to archival material” (pp xiv-xv). 

The material presented in the two diapters 
under referoice is mainly drawn from the 
writings of A K Poduval, V M Vishnu- 
bharatecyan, V V Kunhamhu, A K Ciopalan, 
E M S Namboodiripad, N E Balram, Puthu- 
pally Ra^avan, K C George, T V Krishnan, 


don works for Kerala, are we suit thM major 
irrigation works cannot play the requisite 
role in Kerala’s crop economy? I think these 
can, provided they' are duly backed with 
reservoirs for which the hills of the state 
most have sevcial dam sites. 


Srcekanlan Nair and T H P Chentharasseri, 
written in Malayalam. Incidentally, excep¬ 
ting the last two, all others are communists; 
Sreekantan Nair belonged to the Revolu¬ 
tionary Socialist Party and Chentharasseri 
is the Dalit biographer of Ayyankali, the first 
revolutionary leader of Kerala drawn from 
the scheduled castes. If the data are conten¬ 
tious the contention exists among the com- 
munist.s. At any rate 1 have not used any 
'behaviouraiist* or ‘rightist’ writings on 
agrarian mosement relating to the pre- 
independent phase in Kerala. The point to 
be emphasised is that the data and thrir 
ptesentation do not indicate in any manner 
that 1 am an anti-communist, the main 
grouse the reviewer has against me. White 
drawing upon the sources I have not fol¬ 
lowed the dictum 'one sentence, one foot¬ 
note’, but I have amply acknowledged the 
sources Irom which I have drawn the 
material. 

1 he reviewer also alleges that I do not pro- 
V idc adequate data about the composition 
of the agrarian unions and peasant associa- 
tiun.s. Bui the data in this regard are to be - 
found in several chapters and are succinctly 
presented in Chart II running into three' 
pages (pp 144-46). 

Second, the reviewer notes that I ignore 
(he developments in the past 15 years. The 
book was published in 1985 and therefore 
the reference ought to be to the period 
1970-85. .\nybudy who has published a 
book knows that any established publisher 
usually lakes at least two years to process 
a manuscript. Chapter 5 of the book . 
pre.sents the data for ihe period 1957-72, the • 
fjeak of agrarian mobilisation in Kerala. As 
I sec it, Ihe tempo of the movement declined 
in the 1970s and it entered a vigorous phase 
of institutionalisation. Chapter 8 deals with 
the process of institutionalisation of the 
movement and provides relevant data up to 
1980. Theretbre, 1 am at a loss to understand 
the observation that I ignore the develop-, 
menis in the past 15 years. 

Third, on the one hand the reviewer is 
upset that I ignore the ‘genuine sacrifices” 
of high ca-ste inteileciuais (that is, I am not 
only anti-communist but also anti-higb-. 
caste) and on the other he dismisses my 
approach, analysing the movement from 
below, as “fashionable”. He fails to recognise 
that there is an organic relationship between 
the twa That is, if one views a movement. 
from 'bottom up’ one is not likely to be 
struck by the sacrifices of the top leadership;. 
In the then Kerala situation, as elsewheie in 
India, these leaders were mainly from luigh 
castes. At any rate, these leaders hive 
received more than their due share of 
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recognition from the numerous writers on 
the Kerala agrarian movement. But my data 
and analysis uncover hitherto unrecognised 
leaders and demystifies the old leadership. 
Thus the critical role played by Ayyaiikali, 
the Dalit leader, in the mobilisation of his 
castemen and the acutely conservative posi¬ 
tion taken by Ramakrishna Pillai, the high 
caste revolutionary, arc highlighted in my 
analysis. The reviewer should know that the 
activity called research is addressed to two 
tasks; generating/locating new data and/or 
providing new interpretations to the e.\i.sting 
data. There is no point in repeating already 
well known facts and arguments. But I am 
appalled that such allegations, as are 
advanced, come from those who champion 
the cause of the people and those who 
mouth the slogan, the "real hLstory is 
people's history!" 

The reviewer thinks that had I consulted 
the communist party documents and talked 
to the top leadership 1 would have arrived 
at the correct picture. I am sorry, he misses 
the whole point of the study. I did consult 
the official party documents and talk to 
some of the top party leaders. But I kept 
these versions in abeyance, my purpose was 
to present an alternative perspective. 

Fourth, the reviewer accuses me of 
painting the communist peasant unions as 
essentially communal. To support his allega¬ 
tion he notes that I ignore the fact that 
Syrian Christians arc the biggest landlords 
and cites my observation that Syrian 
Christian landlords are the major targets of 
attack by communist unions. The data I 
present (see p 168, Table 7) unambiguously 
show that the Syrian Christians are the 
biggest landholders of excess land. But that 
in itself docs not make a community the 
target of attack. In ruial Mleppey. the 
Brahmins constituted a micro.scopic mino¬ 
rity, Yet 21 per cent of the landlords who 
held excess land were Brahmins and .11 per 
cent of the excess land was held by them. 
But they were rarely the targets of attack by 
the communist unions. In contrast, the 
Syrian Christians constitute a sub.stantiat 
proportion of the population, their rank is 
. composed of both the cxces.sively prosperous 
and the utterly pauperised; they are political¬ 
ly organised and perpetually ready to con¬ 
front the communist unions. 11ie point I am 
making is, the confrontation between 
organised political group.s does not run on 
neat class lines. Anybody with even nodding 
acquaintance with rural Kerala knows this. 
But the reviewer seems to be vainly searching 
for pure class struggles. 

Finally, the most disturbing thing that the 
reviewer does is quoting me several tines out 
of context. I need only cite a couple of 
instances. While discussing the rationale of 
the differing strategies followed by CPI(M) 
during the three agitations initiated by the 
party, I make an evaluation. The Land Crab 
Agitation of 1970 and the second phase of 
the Excess Land Struggle of 1972 brought 
enormous material benents to the landless 
agricultural workers. In contrast during the 
first phase of the Excess Land Struggle the 
pany volunteers were instructed to identify 
. but not occupy the excess land. My investiga¬ 
tion had shown, that it was a delibmte policy 
pursued to “mabttain” the material depriva- 
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tions of the landless, to avoid their em- 
bourgeoisment and make them available to 
the party for niobilisational activities 
(possession of land would demand their lime 
for cultivation). However, the policy had to 
be abandoned later. Ignoring the context, the 
reviewer manufactures a quotation bv draw¬ 
ing sentences or parts of them from three 
different pages (pp l.t4..16). The mishmash 
that emerges utterly distorts my po.'-iiion. 
Again, while di.>tinguishing the three types 
of peasant political action a la Shaniii, I sug¬ 
gest that guided political action often treats 


tlie peasantry as an object to be manlpidaied 
for wider political interests. I suggest Thai 
iha>jgrarian unions sponsored by Con- 
gress(R). CPI and CPl(M) exemplify this 
type of political action (p 141). But the 
reviewer uses my comment to label me as an 
anti-communist. At least he should have had 
the courtesy to point out that I am as much 
anti-Congres.s! In fact, a discerning reader 
cannot miss the point that 1 am much more 
critical of the Congress parties and their 
unions than of the communist panics and 
their unions. 


Issues Before Finance Commission 


K R G Nair 


S OUHAN in his reply (August 20) to m> 
comments (May 28) has accused me of 
adopting an ostiieh-likc attitude to his in¬ 
ference (February 6) that "excess finanemg” 
by the centre of the needs of the states in 
1079-84 created disincentives for resource 
mobilisation by the states. He, however, ad¬ 
mits that his evidence is just suggestive and 
not cconomci ncally established. I had, in 
fact, only pointed out that in his article itself, 
while there is some evidence to support his 
suggestion, there is almost equal evidence 
to prove just the opposite. Hence, one would 
be taking a jaundiced view if one looks only 
at some aspects of the evidence and blindly 
accepts his suggestive evidence without fur¬ 
ther analysis. 

1 grant the point that Cuban has nowhere 
specifically mentioned that the relative rates 
of growth of gross revenue of the centre and 
own-tax revenue of the states can be looked 
upon as a basis of financial efficiency or in¬ 
efficiency of the .states vis-a-vis the centre. 
However, he begins his sub-section on 
revenue in part 11 of his paper by drawing 
a striking contrast between the buoyancy of 
the centre’s gross revenue and the slug¬ 
gishness of the state's own-tax revenues bet¬ 
ween 1979-84 and 1984-87. His paras 1 and 
2 read together create the impression of the 
existence of untapped revenue potential in 
the .states in comparison to that of the centre. 

1 nowhere dubbed Cuban as anti-state and 
pro-centre but merely raised a basic 
methodological issue when I pointed out 
that such inferences, usually drawn, need 
modirication when we consider the fact that 
part of what we define as gross revenue for 
the centre consists of taxes which are 
shareable with the states. Cuban quotes the 
constitution to justify his strictly legalistic 
view that the shareable revenues also really 
belong to the centre and cannot be claimed 
by a different entity ("a neighbour"?). But 
even he seems to have a pang of conscience 
in this regard and docs admit that this con¬ 
stitutional position “may bt^’ an “unfor¬ 
tunate* one One would, however, look more 
to the Sarkaria Commission (1988) (p 315) 
than to Cuban for a legalistic interpretation 
of the whole issue. The commission quotes 
quite a few instances of the misuse of the 
constitution in this regard and goes on to 
suggest remedies to rectify this. Many would 
go even further and agree with Amal Ray 
(1988) that the commission has not gone ha 
enough .since it seems to treat the constitu¬ 


tion almost a.s a holy cow. I have, hence, ade¬ 
quate reason to hold that in comparisons of 
the gross revenues of the centre and of the 
states, shareable taxes are best left out, par¬ 
ticularly since in these we often consider 
only the own-tax revenues of the states. 

I admit that I could not “readily perceive” 
Cuban’s reasoning behind the proposed ra¬ 
tionale for vertical distribution. I took his 
statement on page 269 that the Transactional 
Base (TB) “provides the measure of the 
rrvenue-cum-expendiiure base or poten¬ 
tial. . from which RD (revenue deficit) will 
have to be reduced further through resourcc- 
improvement-cum-economy measures" at its 
face value and went on to work out all possi¬ 
ble situations to infer that his logic is not 
all that "robust” as it is claimed to be. 
Cuban’s reply accuses me of misunderstan¬ 
ding his rationale. According to him. the 
iruih in this regard would have dawned on 
me if I had given a “sufficiently careful 
reading” of page 270. possibly ignoring his 
earlier statements on page 269. The problem, 
however, is that even on page 270, he states 
that TB “can be construed as constituting 
the broad potential foi covering it [the gap]”. 
I confess that I am not able to understand 
whether all this is cricket or tennis. Cuban 
is of ihe view that I am mistaking bis tennis 
for cricket. My only contention is that, even 
if he is right, what he actually claims to be 
an ace is not even a let. 
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Peasant Movements, Then and Now 

While the Bharatiya Kisan Union’s hyperlocalism, its distance 
from politicid parties and the undifferentiated nature of its 
peasant base may make it appear similar to many 
pre-independence peasant movements, a closer look confirms 
that the altered nexus of contemporary India has left its 
imprint on Tikait’s organisation. 2688 

Public Enterprises in New Setting 

With the government of India’s budgetary support declining and 
with internal resources adequate to finance only one-third to 
two-fifths of their plan investments, the central public enterprises 
are being asked to fend for themselves. While this is a 
development in the right direction, the instruments being used 
to enable the public enterprises to raise resources add to 
distortions in the economy. 2697 


Workers' Co-operatives 

Plantation workers are the most 
backward section of workers 
in the organised sector. 
Plantations arc spread out and 
isolated, giving the workers 
little opportunity to interact 
with the outside world. The 
workers' level of literacy is 
low and so are their wages. 

Yet we find cases of successful 

workers’ co-operatives in 

the plantation industry. 27113 

Long Firing Range 

The guns of Sweden have indeed a 
very long firing range. They keep 
hurling fireballs at the prime 
minister es'en as the Bofors 
affair itself recedes into the 
dtsiance. 2671 

Bihar's Trauma 

While the eventual settlement to 
end the strike of non-gazetted 
government employees in Bihar 
came as a relief, why did not 
the government act earlier so 
as to spare the state the trauma 
of the 75-day long strike? 

To answer the question one 
needs to go back to the state 
government employees’ strike 
of 1987. 2674 

Gorbachev's Dilemma 

For Gorbachev a price reform is 
an immediate and dire need.as 
without it perestroika would lose 
its meaning. At the same time, 
such a reform may generate 
serious public discontent and 
resistance to perestroika 
and thus strengthen 
conservative forces 
in the CPSU. 2682 


Dollar's Fall 

The dollar’s steep fall in the 
world foreign exchange markets 
has forced strong direct 
intervention by central 
banks. 2678 


TNCs: New Modes 

The field of transnational 
corporations has been widened 
and promises to be wider still in 
the years to come. Review of a 
study examining the different 
aspects of operations of the 
TNCs ill India. 2684 

It is the common experience of 
major primary products 
exporting countries that the 
benefit of value added in the 
course of manufacture invariably 
accrues to multinational 
corporations based in the 
metropolitan countries. Recently, 
however, in the case of a few 
rubber products there are signals 
of change and the natural rubber 
produ(»!rs are .seeking to 
assert their comparative 
advantage. 2676 

Fair Game 

Amnesty International’s Annual 
Report for 1988 presents a 
bird's-eye view of the human 
rights situation in different 
parts of the world, which 
is a truly valuable 
contribution. 2679 

Journalists seem to have become 
fair game foi bashing by 
policemen, politicians and 
hoodlums. The Committee to 
Protect Journalists is an 
organisation of journalists 
monitoring press freedom 
the world over. 2670 







LETTERS'TO EDITOR 
Nehru and Azad 

MAY 1 raise a few queries regarding AM’s 
observations on Nehru (C alcutta Diary, 
EPW, November 26). 

(i) “Truth will be out even with an en¬ 
forced lag of thirty years!’ Azad’s com¬ 
ment is one interpretation of history and 
does not necessarily qualify as the ’truth’. 
It is not in fact quite clear that the im¬ 
pugned speech said anything objectiona¬ 
ble; I have seen defences of the speech. 
But leaving that aside, it is possible to 
argue (and it has been argued) that there 
were historical forces at work; that the im¬ 
pact, if any, of Nehru’s speech was 
perhaps minor; that it did not change the 
course of history; and that Jinnah had sen 
in motion forces that were beyond his own 
comprehension and control. Kajaji had 
foreseen the inevitability of the partition 
of the country much earlier. 

(ii) “The Maulana too can be retroac¬ 
tively described as an enemy of the peo¬ 
ple..!’ A disagreement with A/ad’s views 
need not be construed as denigration ot 
Azad himself. It should be possible to 
re.speci Nehru and A/ad and Patel, and 
at the same time acknowledge that all of 
them might have had their frailties. Par¬ 
tition cruelly marginalised (to use a cur¬ 
rently fashionable word) the nationalist 
Muslims, and A/ad undoubtedly became 

' bitter. Surely one can say this without im¬ 
plying any disrespect for A/ad. 

(iii) •' The starry-eyed admirers of the 
dynasty..!’ We shall come to the reference 
to ‘dynasty’ later; but must admiration for 
Nehru be necessarily ’starry-eyed’? 

(iv) “A few leaders. Nehru to the fore 
amongst them, were in a .scampering 
hurry to take over in New Delhi, egged on 
by the imperial masters from whom they 
were to takeover”. Yes, indeed, Nehru was 
in a hurry to wrest independence from 
Britain; and .so were others. But ‘scamper¬ 
ing’? Would AM suggest that Nehru 
should have been hesitant to accept the 
power and responsibility which would in¬ 
evitably come his way when India became 
independent? (Was Jayaprakash Narayan 
not criticised precisely for lacking a feel¬ 
ing for power?) Moreover, many of us can 
recall the frustrations of the interim 
government when the cabinet was unable 
to function because of internal conflicts; 
WM there anything wrong in one party 
wishing to be left alone to function har¬ 
moniously and effectively, even if this 
meant the acceptance of Partition? It was 
not an easy choice. Can wc forget the well 
known photograph of Nehru lifting his 
hand in a vote for Partition, and the agony 
and anguish on his face? And what is the 
implication of the loaded phrase "egged 
on by the imperial masters from whom 
they were to take over”? The insinuation 
seems to be that Nehru, Patel and others 


(Gandhiji himself.’), who had fought the 
British all their lives, acknowledged the 
British deferentially as their masters and 
were entering into an unholy compact 
with them. Perhaps that is AM’s under¬ 
standing of history. 

(v) “The dynasty’s misdoings largely 
contributed to the creation of Pakistan”. 
“The dynasty took the long view... it 
chose!’ The use of the word ‘dynasty’ to 
describe the succession from Nehru to 
Indira Gandhi (let us not forget there was 
Lai Bahadur Shastri in between) and from 
Indira Gandhi to Rajiv Gandhi, though 
widely prevalent, merely embodies a cer¬ 
tain view which cannot be uncritically ac¬ 
cepted; it involves an over- simplification 
of complexities at each stage. In any case, 
was the whole ’dynasty’ mysteriously pre¬ 
sent in 1946-47? 

New Delhi Ramaswamy R Iylr 

Victimised for Public 
Service 

WE are distressed that Dr Arun Bal’s ser¬ 
vices as honorary surgeon of Dhanwantri 
Rugnaiaya have been summarily termi¬ 
nated by the managing committee of the 
Trust of the hospital, without assigning 
any reason and without giving an oppor¬ 
tunity to Bat to defend himself. This 
despite the fact that several senior doctors 
of the hospital have spontaneously sup¬ 
ported him and registered their protest. 

We as senior members of the medical 
piofession have known Bal intimately and 
respected him for his high moral and 
ethical professional standards and 
behaviuur. Bal at great personal inconve¬ 
nience and risk has been responsible for 
exposing the unethical practices of the 
pharmaceutical industry, in the promotion 
and sale of hazardous and irrational 
drugs, to protect the public and consumer 
interest for which he has incurred the 
wrath of the industry. We feel that if the 
decision of the hospital has been in- 
flueitced by Bal’s public interest actions, 
this is highly regrettable. It has cast grave 
aspersions on a doctor of impeccable 
reputation. We sincerely hope that the 
hospital authorities will reconsider their 
decision and reinstate him with full 
dignity. 

N H Antia, R K Anand. 

Manik Hiranandani. Y K Amdekar 
Bombay 

Flimsy Chaises 

AMARJEET SINGH SOffl was arrested 
by the Bihar police on November 15 on 
the alleged charges of sedition, attempt to 
murder, etc He is still in custody despite 
evidences of his innocence produced by 
AFDR (Punjab), Revolutionary Centre 
(Punjab) and Amritsar Natak Kala 


Kendra to which he belongs. 

Amarjcet Singh Sohi had been living in 
Canada for five ^ars. He had been con¬ 
vener of the Punjabi Literary Association 
in Edmonton. Apart from literary and 
cultural activities, he had been paitid- 
pating in democratic and anti-Khalistan 
movement. In April, he came to India 
with the objective of participating in dvil 
rights movements and study peasants’ and 
workers’ movements. When the Amritsar 
Kala Kendra received an invitation from 
a Mass Organisation, Loafc Sangram 
Morcha, in Bihar, to participate in its in¬ 
augural function, Amarjeet found this a 
go^ opportunity to study peasants’ 
struggle there. As a representative of his 
organisation he went there on 6th and 
attended the ceremony next day. He had 
been touring Jahanabad district until bis 
arrest. On November 15 the director 
general of police issued a statement that 
a ’Canada-trained terrorist’, with a rifle 
and some cartridges, has been nabbed. 
The statement, however, did not match 
with the FIR, filed Iqr the deputy police 
superintendent. 

Such contradictory statement casts 
a.sper$ions on the credibility of the police. 
Knowing his activities and background, 
the charges seem to be flimsy. Individuals 
like Gurusharan Singhji have appealed for 
his release. Ignoring all this, the police has 
extended the remand, AH democratic in¬ 
dividual organisations and revolutionary 
forces must protest to pressurise the Bihar 
government to withdraw cases against 
Sohi and release him immediately. 

Delhi 7 Sanjay and Darshan 
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Nuclear Fallout 


I f the mood in the recent national workshop in Bangalore 
was any indication, the nuclear debate is shifting gears. 
The atomic energy commission has finally begun to recognise 
the need to open a few windows in its citadel, even if the 
windows continue to be securely barred. The anti-nuclear 
movement, on the other hand, is not only gaining strength 
anc] momentum, but depth as well. With the Karnataka state 
government playing self-appointed moderator, the dis¬ 
cussions at the workshop on nuclear power, with special 
reference to the proposed nuclear power plant at Kaiga, 
showed signs of a change which, however, did not fully 
take off. 

Certainly the ABC’s change of work-style is a well-planned 
operation aimed at lending support to the quantum leap that 
the nuclear industry plans tp take in the coming decade. The 
creation of future atomic power generation capacity involves 
not just the building of nuclear reactors, but the expansion 
of all components of the nuclear cycle. In addition the 
opposition to nuclear power comprises not only local 
resistance which can effectively stall work, but the active 
involvement of a growing section of scientists and medical 
people. Such an informed opposition cannot be quelled by 
simple assurances of safety; it requires supportive data and 
proof, at least something which can be passed off as facts. 
The array of nuclear experts assembled at the Bangalore 
workshop was a clear indication of the significance the 
nuclear establishment attaches to its performance in these 
respects. 

Only the expected dialogue never materialised. The 
workshop turn^ out to be a forum for presentation of two 
distinct sets of opinion, each with Us associated body of 
assumptions and facts. And surprisingly the pro-nuclear 
lobby made little attempt to respond to the issues raised by 
the well-prepared spokespersons of the anti-nuclear move¬ 
ment. The anti-nuclear movement is not after all based on 
phobias, but on genuine doubts regarding the need for 
establishing additional nuclear power generating capacity. 
To begin with, energy experts have questioned the very basis 
on which Karnataka state's power requirements have been 
assessed and pointed to the unexplored ways and means of 
reducing the much talked about power deficit. These 
alternative approaches are of course open to debate, but that 
can only take place if nuclear power stops being viewed as 
the only solution. Such a premise tends to act as a bias, 
filtering out data which do not fit into the perspective, and 
as a barrier to scientiHc investigations which may possibly 
yield uncomfortable information. This is obvious in the 
health field. Because the department of atomic energy is 
convinced that the low levels of radiation outside its plants 
cannot po»ibly cause harm, it has never sought to examine 
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the health status of the people around nor to assess the 
impact of the plants on them. This despite studies elsewhere 
which have questioned the assumption that low-dose 
radiation causes negligible damage. 

Similarly, Kaiga activists have pointed to the large-scale 
environmental destruction which has already begun and will 
be aggravated by the nuclear plant. The atomic energy 
commission, of course, maintains that the forests which will 
be denuded arc only teak plantations and not undegraded 
forest land as haS been claimed. And the impact of other 
developmental activity in the area, it says, is bound to be 
much worse. Howev'cr, it has refused to divulge the details 
of the impact assessment study which has reportedly been 
conducted. 

What is most disturbing is that the Atomic Energy 
Regulatory Board (AERB) apparently has no say in the site 
selection. Surely, the AERB, charged as it is with the 
responsibility of ensuring the safely of the public, should 
be involved in the p.rocess of site selection? Instead in a self- 
denying declaration, the chairman of the board insisted that 
the choice of any nuclear site was a political decision! Even 
purely technical matters like the safety aspects of reactors 
came in for similar treatment. There are, it appears, specific 
problems associated with the design of the CANDU-type 
reactor which will be built at Kaiga. These, the atomic energy 
commission has claimed, have been taken care of, but it has 
not deemed any elaboration of the assurance necessary. 

In a sense, the atomic energy commission, although 
wanting to project a new PR image, is still burdened with 
the old ways which arc a legacy of the time when atomic 
energy was sacrosanct. The ABC chairman has responded 
to the repeated criticisms of paucity of information and the 
inaccessibility of internal reports by announcing the setting 
up of regional repositories of official documents. The 
Karnataka government, on the other hand, in agreeing to 
hold the workshop was attempting a balancing act. h cannot 
ignore the massive build-up of local opposition; nor can it 
use strong-arm methods, as Gujarat has done with regard 
to protests against the Narmada project, without the 
Congress(l) making a major political issue of it (quite apart 
from the fact that it would lose considerable support in north 
Kanara where the BJP is reportedly expanding its base). The 
workshop, which was a watered down version of the public 
inquiry which had been the Kaiga activi.sts’ demand, was 
aimed mainly at stressing the image of a government devoted 
to ‘democratic’ principles. That neither the government nor 
the atomic energy commission is intending to change its views 
is quite evident —despite repeated demands, the work on the 
Kaiga project was continuing at an even pace even as the 
Bangalore show, was under way. 
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FINANCE COMMISSION 

Indefensible Award 

THE Hnance minister. S B Chavan, has 
defended the Ninth Finance Commis- 
sion’s award for 1989-90, saying that 
norms have been applied by the commis¬ 
sion uniformly to all states. But did he 
care to ask in how many instances the 
commi.ssion has flouted the norms it had 
set itself and exceeded its brief? That the 
commission has failed grievously in these 
respects is borne out particularly by its 
dispensation with regard to what it has 
identified as the special problems of the 
states. 

Not that the earlier finance commis¬ 
sions did not take note of the states* 
special problems. The Eighth Finance 
Commission took note of and identified 
problems for which a few states were 
recommended special grants, in fact the 
commission not only identified problems 
and the states which needed assistance but 
also made a major departure in fixing the 
grents-in-aid for the purpose. In fixing the 
grants-in-aid for upgradation of various 
services, the commission took the view 
that if the slates “left with a .sufficiently 
large surplu.s before devolution of taxes’’ 
were lagging behind in some services, they 
ought to be in a position to raise the level 
of these services on their own and, there¬ 
fore, need not be given any additional 
grants-in-aid. Thus upgradation grants 
were recommended for the states left with 
no surplus altogether after tax devolution 
or with a surplus no larger than what they 
needed for development purposes in view 
of their being “relatively less developed". 
The commission also recommended 
giants-in-aid to deal with special problems 
"regardless of whether a state has a 
revenue surplus before devolution or not”. 

Though this departure made by the 
Eighth Commission in regard to the fixa¬ 
tion of grants-in-aid meant to address 
special problems was no ordinary depar¬ 
ture since it put aside the criterion of 
financial need as well as equity, the com- 
missio.. took care to see that its dispen¬ 
sation in this regard was kept within strict 
bounds. Thus as against, upgradation 
grants amounting to Rs 914.SS crore for 
the five-year period, 1984-89, the commis¬ 
sion recommended only Rs 52.78 crore to 
meet the special problems of the states. 
Also, it is worth noting that of the nine 
states found by the commission to qualify 
for special problem grants, only one, 
Punjab, fell in the category of the states 
which it had found ineli^ble for upgrada- 
tion grants, being states with large sur¬ 
pluses before tax devolution. 

Let us see now what the Ninth Finance 
Commission has done in its award for 
1989-90. The various upgradation grants 
recommended by the commission add up 
to Rs 171.67 crore. As against that, the 
special problem grants the commission 


has recommended edme to Rs'537 crore. 
While the special problem grants recom¬ 
mended by the Eighth Finance Commis¬ 
sion were a smalt fraction (one-eighteenth) 
of the upgradation grants, under the 
Ninth Finance Commission’s award the 
former are more than three times as large 
as the latter. 

Moreover, wherea.s under the F,ighth 
Finance Commission’s award only one 
surplus state was recommended a special 
problem grant, under the new dispensa¬ 
tion four out of five states identified by 
(he commission as those with surpluses 
before devolution are recommended 
spiM;ial problem grants. Among these four 
is Maharashtra which, despite its below 
norm tax effort, is adjudged by the 
finance commission itself as having a 
whopping revenue surplus before as well 
as, naturally, after devolution. Thus an 
element that was introduced by its prede¬ 
cessor as an exception to the rule has been 
so enlarged by the Ninth Finance Com¬ 
mission as to even disturb the balance of 
the commission’s total award as between 
states whose fiscal need the commission 
itself recognises and states which have no 
such need. 

Of course, one could also raise ques¬ 
tions about the commission’s own serious¬ 
ness of purpose when, on the one hand, 
it concedes that it has not had time to give 
sufficient thought to the various special 
problems brought before it by several 
states and, on the other, it takes such a 
major plunge and decides to give special 
problem grants a totally unprecedented 
place in its scheme of transfers without 
even pausing for a moment to ask whether 
its own yardstick, namely, that “eligibility 
of a state to receive grant-in-aid and its 
quantum should be on the basis of its 
fiscal need’’, was not being violated in the 
process. 

Nor has the commission put forth a 
convincing ca.se why the specific .special 
problems it has identiEed as calling for 
“immediate attention” received prece¬ 
dence over the other special prbbleiQS 
brought to its notice: How, for instance, 
is the problem of urban decay in Bombay 
and' Calcutta deserving of more im¬ 
mediate attention than that of Madras? 
Or how was the need to clean up the Dal 
Lake more urgent than the cleaning up of 
the backwaters off the Kerala coast? Far 
more importantly, had the commission 
not heard of unemployment as a special 
problem, next only to poverty? Could it 
not have identifi^ pockets of concen¬ 
trated unemployment to be treated as 
special problem areas? 

It is also highly arguable that the pro¬ 
blem of terrorism in the north and of 
Ikmil refugees from Sri Lanka in the 
south should at aU have been treated as 
special problems to be attended to by the 
finance commission. Are not these a fall¬ 
out of the central government’s potides 


and ^ould nnt the qbst of eflipii^"'wtth 
them fall squarely on the centos shoul¬ 
ders? Indirectly, this approach imposes 
burdens on the state budget that they 
ought not to have to carry. Could that be 
one of the reasons why S B Chavan has 
sprung to the defence of the Ninth 
Finance Commission? 

CPI(M) 

Unasked Questions 

THE four-day glittering session of the 
West Bengal state conference of the 
CPl(M) ended with the grand Hnak of 
over a million strong mass rally at the 
bri^de parade ground at the Calcutta 
maidan on Wednesday, December 7. The 
venue of the conference proper, the Yuva 
Bharati stadium at the Salt Lake dty at 
the eastern end of Calcutta, was itself a 
concourse of huge masses all these days 
when along with the closed-door meetings 
of the party delegates, nhibitions, 
seminars, songs, dramas, film and pup¬ 
pet shows attracted thousands of visitors, 
mostly political sympathisers with a 
certain admixture of curious onlookers. 
Flags, festoons, gates and coloured lights 
lent the stadium and the area around it 
a festive appearance. Streamlined effi¬ 
ciency and transparent discipline were 
evident marks of the CPi(M)’s organisa¬ 
tional capabilities. 

Discipline, or in a sense an excess of it, 
also seems to have marked the closed-door 
delegates’ session—in that no fierce 
controveny or sharp exchanges featured 
in the deliberations. The party’s spokes¬ 
persons took offence even at the sugges¬ 
tion of an undertone of discordance 
between the party general secretary, 
E M S Nambo^iripad. who attended the 
session, and the state party secretary, 
Saroj Mukherji, on the question of the 
strategy to be followed in the prospective 
Lok ^ha elections. E M S seems to have 
suggested equal emphasis on the ouster of 
the Congress(l) government at the centre 
and the containment of the communal 
and divisive forces which he characterised 
as being imperialist-instigated: Saroj 
Mukherji and most of the state party 
representatives, on the other hand, seem 
to have stressed the primacy of the first 
task while not ignoring the second. It was 
further reported that recently the W»t 
Bengal state leadership brushed aside 
Namboodiripad’s suggestion that the 
«Congress(l) be included in the state 
bian^ of the World I^ace Coundl aduch 
since the party split in 1964 had been the 
preserve of the CPI but has now been 
reconstituted mth the inclusion of the 
representatives of the CPI(M) and other 
Left Front partners. 

The state leadership, of course^ made 
appropriate lefoence to the tadt of tordns 
up the party by purging it of the d^ous 
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elements and checking various laxities. 
Corruption, love of ease and the aping of 
the high livifig styles, arrogance towi^s 
t^e people and sd on were mentioned. But 
there is no evidence that there w«re any 
serious attempts at locating the roots of 
these ailments. 

Though someone from the floor was 
reported to have drawn attention to the 
new $u«gger of the industrial employers 
who have started confronting the workers 
with 'charter of demands', there was no 
serious discussion on the state of the trade 
union movement. The conference failed 
to take note of the fact that the sute 
government’s policy of coaxing the 
employers to step up investments in West 
Bengal had failed to yield any worthwhile 
dividends, while the large-scale 'sickness' 
of old and established industries, to a 
large extent the resultant of the corrupt 
practices of the managements, has led to 
widespread closures and lockouts. Hiis. 
coupled with the CPI(M)’s policy of dis¬ 
couraging militant working class actions 
has given rise to a considerable demorali¬ 
sation of the workers, and also a certain 
isolation of the party from them. 

More importantly, the conference does 
not appear to have made any serious 
assessment of the party’s overall policy of 
participation in the state administration 
with its ‘limited powers’ within and as a 
part of the existing state structure. Or the 
souring of the inter-party relations within 
the Left Front, which is the result of 
unhealthy competition for the loaves and 
Hshes of this very limited power. 

The reasons are not far to seek. How¬ 
ever limited the pown state administration 
has nonetheless brought the party some 
limited gains: material afflueiux like well- 
fumish^ buildings, a fleet of cars and so 
on apart, the d^yl^ streams of hundreds 
of thousands of people which paraded 
this sprawling metropolis on their way to 
and back from the venue of the mass nJly 
could quite legitimately make any party 
proud. Jyoti Basu who declared from the 
rostrum at the maidan rally that he needed 
no other certificate after the congregation 
which had marked the rally had certainly 
a very valid point. But that is precisely the 
danger. The immense mass base of the 
party could blind it to its weak points— 
particularly the fact that its present perch 
in power is rather precarious, not only 
because of the 'unlimited’ power of the 
‘landloitbcapitalist’ state that continues 
to Ineatbe over its shoulders, but also 
because the party is crucially short of 
about 10 per cent of the total votes if it 
it to retain its 'limited* power in Wnt 
Bengal The party it may be recalled could 
not return to its‘limited’power in IKpum 
even with a SO plus per cent of the total 
votes cast. In other words, it will need a 
Car more eoatoUdated and extensive mats 
base even for gaming its Umited objeedvet 
within the parameters of its jnesent 


policies and the success in securing them 
needs a greater degree of introspection 
than it has undertaken in its recent 
conference. 

TAMIL NADU 

Congress (I) Tamasha 

MSS Pandian writes: 

DO political tallies reflect the popular 
support enjoyed by thdr organisers? Very 
often they don’t, definitely not the Con- 
gress(I) rdly in f^dras on November 28. 
But the Congress(I) rally in Madras did 
inform the people of the state about the 
depths to which the party could sink when 
it seeks the loaves and fishes of office. 

In keeping with the best traditions of 
the party, the huge crowd, that turned up 
to catch a glimpse of Prince Charming in 
bullet-proof dais, was an engineered 
crowd. Herded into 10,000 private vehicles 
commandeered ^at an. estimated cost of 
half a crote of rupees, they were brought 
to the distant city of Madras from remote 
villages. Wearing the new khadi saiees and 
shirts distributed free by the Congres$(I), 
however, did not deter them from demon¬ 
strating their true political faith: they 
made a beeline to the Anna and MGR 
samadhis on the sprawling sands of 
Marina. Contrarily, the Kamamj memorial 
wore a deserted look. This is probably the 
first time so many pet^le in spotless khadi 
paid their respect to the departed leaders 
of the Dravidian movement. The party is 
reported to have spent well orer Rs 3 crore 
in conducting this cheerless tamasha. 

The Ikmil Nadu governor PC Aloander 
proved his loyalty to Rgjiv Gandhi and the 
Congress(I) by mobilising the entire state 
machinery to make the show a ‘success’. 
Under Alexander's benevolent rule, the 
Congressfl) was given the special privilege 
of marring the majestic-looking Anna 
.flyover with party posters and flags, a 
facility denied to ail parties in the past. 
The Metro Water, which supplies water 
to the dty population only on even 
dates, made an exception and woke up to 
the occasion and supplied water on 
November 27. Mobile water tanks were in¬ 
stalled at the site of the meeting. (Only 
a day earlier, the CPi(M) cadres who 
attended the Thirteenth State Conference 
of that party were forced to quench their 
thirst from a leaky water tap in the 
Washermenpet burning ghat.) The PWD 
not only put all its effons in keeping the 
.roads in proper condition for Rsqiv’s visit. 
It also ainiuied the public address system 
at the meeting. 

Of course, there were those several 
thousand mandatory policemen, some in 
the Seva Dal uniform. Since dissent is a 
dirty word for the Congress(l), the 
policemen tore down anti-Rgjiv posters 
put up on the walls of the dty and arrested 


people for pasting them. They also tore 
down the CPI(M) posters put up for their 
sute conference, in their i^oe Congressfl) 
put up posters abusing the DMK chief 
KarunaiUdhi and printed profiles of Thini 
Vi Ka, Subash Bose, Subramania Bharati 
and Rajaji with the hand symbol inscribed 
on them in an effort to appropriate a 
nation’s history as its own. 

In the public meeting at the conclusion 
of the rally Rajiv described the period 
when the Congress writ failed to run in 
Ikmil Nadu as the dark decades. Indeed 
those were dark days for the toiling people 
of the state. But the years before were no 
better and what the Congressfl) is offer¬ 
ing today is even darker. If the people of 
Ikmil Nadu vote Congress(I) to power in 
the coming assembly election, it would be 
like signing their own death-warrant. 

BIG POWER RELATIONS 

Gorbachev's Blueprint 

THE manner of Mikhail Cforbachev’s 
speech to the UN General Assembly on 
December 7 was, as has been almost 
universally noted and commented upon, 
in marked contrast to that of Nikita 
Khrushchev 28 years ago at the same 
forum. However, it was Khrushchev who 
was the first Soviet leader to advocate 
‘peaceful co-existence’ with the west. 
Gorbachev is now taking that doctrine 
further in its logical extension to enable 
the restructuring of Soviet economy and 
society. 

One may say that after all a speech is 
a speech and Gorbachey has metriy stolen 
a public relations march over the west. But 
there are reasons to uke this speech 
seriously. When Gorbachev proposed to 
dismantle intermediate range nuclear 
missiles he meant it. And when he pro¬ 
posed to withdraw the Soviet army from 
AfghanisUn he worked to make that 
possible. Gorbachev’s unilateral 
announcement of significant reductions 
of the Warsaw Pact's conventional forces 
in Europe sems to suggest that the Soviet 
Union is on the way to implementing its 
basically defensive i^tary doctrine based 
on the notion of 'reasonable sufficiency’. 

Gorbachev has made very spedfle 
pledges to be implemented by the Warsaw 
Pact countries by 1991. In his own words, 
“the Soviet Union has taken a decision to 
reduce its armed forces. Within the next 
two years their strength will be reduced 

5,00,000 m«i. The number of conven¬ 
tional armaments will also be substantially 
reduced. This will be done unilaterally, 
without relation to the talks on the 
mandate of the Atienna imeting!' The area 
from Atlantic to the Urals will be the 
focus of the forthcoming new series of 
Conventional lability Iklfcs at Vienna. By 
agreement with its Vi^rsaw Pact allies, the 



Somt Union has “decided to withdraw by 
1991 six tank divisions from the GDR, 
Czechoslovakia and Hungary, and to dis¬ 
band them. Assault leading troops and 
several other formations and units, in¬ 
cluding assault crossing units with their 
weapons and combat equipment, will also 
be withdrawn from the groups of Soviet 
forces stationed in those countries. Soviet 
forces stationed in those countries will be 
reduwd by 50,000 men and their arma¬ 
ments by 5,000 tanks... We shall also 
reduce the numerical strength of the 
armed forces and the numbers of arma¬ 
ments stationed in the European part of 
the USSR. In total, Soviet armed forces 
in this part of our country and in the 
territories of our European allies will be 
reduced by 10,000 tank.s, 8,500 artillery 
systems and 800 combat aircraft!’ An 
important gesture towards improving 
SinO'Soviet relations was Gorbacheg’s 
announcement that a large portion of 
Soviet troops stationed in Mongolia 
would return home. 

It is indeed important to reiterate that 
all these measures are unilateral. Instead 
Moscow could have made them in the prrv 
cess of negotiations and bargaining at the 
forthcoming Conventional Stability Talks. 
Manfred Worner, the NATO secretary- 
general reacted on December 8 at the start 
of the two-day ministerial meeting of the 
western alliance with characteristic 
caution: “The steps announced [by 
Gorbachev] reduce, but clearly do not 
eliminate, Soviet superiority and do not 
establish a stable balance”. These steps, he 
said, prove “that the Soviet Union is 
coming to accept the reality that [its] con¬ 
ventional superiority constitutes the 
principal threat to stability and security 
in Eutop^’. The imbalance in forces 
between Nato and Warsaw Pact countries 
is '!at the core of Europe’s security 
concerns”. Margaret Thatcher, the British 
prime minister, insisted in parliament that 
the ratio of Soviet anned forces superiority 
was “mote tlian two to one in their favour 
., .a major asymmetry”. Hence, “there is 
still a lot of tough negotiating to do”. 
Whatever the real count of conventional 
armed forces and weapons, Gorbachev’s 
unilateral gestures will hopefully create the 
basis for progress in the peace process. 

Even though the Geneva accords on 
Afghanistan have unfortunately not 
been observed by the US and Pakistan, 
Gorbachev has put forward further pro¬ 
posals for helping to achieve a compre¬ 
hensive solution by the Afghans them¬ 
selves. He has proposed a complete cease- 
ftre by January 1,1989 with the opposing 
Afghtm groups retaining, for the duration 
of the negotiations, all territories under 
their control. Simultaneously, all arma¬ 
ment supplies to the belligerents should 
stop. During the period of establishment 
of a broad-based government in Kabul, 
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UN peace keeping forces would be sent 
to that country. It may be that tlw Afghan 
president Najibullah and the rulpig PDPA 
Party had misled Moscow on the extent 
of their popular support and that Moscow 
now wants to take corrective action. Also, 
the Soviet Union is keen to complete the 
withdrawal of the Soviet army from 
Afghanistan by the agreed, deadline of 
February 15, l%9. Gorbachev’s latest pro¬ 
posals and Soviet negotiations with the 

BUSINESS 

STOCK EXCHANGE 

Corrective Phase 

THE more recent happenings on the. 
Bombay Stock Exchange—the country’s 
premier exchange accounting for nearly 
70 per cent of the capital Usted and 80 per 
cent of market capitalisation—have 
brought into sharp focus the gross inade¬ 
quacies in the existing infrastructural 
facilities in the stockbrokers offices as well 
as in the administrative machinery of the 
exchange for coping with the enormous 
increase—almost three-fold—in the 
volume of business over the past few 
months. A signiHcant aspect of the in¬ 
crease in turnover is the impressive in¬ 
crease in investment activity. Despite its 
predominantly speculative character, the 
daily turnover in cash scrips has. on quite 
a few occasions, exceeded the daily turn¬ 
over, net of jobbing transactions, in 
specified scrips. 

While this is a very welcome develop¬ 
ment, stockbrokers have been Ending it 
increasingly difficult to cope with the 
heavy workload—paper work has multi¬ 
plied manifold—and the stock exchange 
authorities have also been experiencing 
serious difficulty in processing and 
feeding back the information supplied by 
the members. The market authorities 
therefore have had to resort to, albeit 
reluctantly, the extension of the settlement 
period and suspension of trading to 
facilitate completion of the outstanding 
work in specified as well as non-specified 
group of shares, ^nce the end of 
Novmber alone, trading has had to be of¬ 
ficially suspend^ twice—on December 1 
and 8—to facilitate the settlement of pro¬ 
cessing inputs. And again on December 
12, members boycotted trading on the 
ground that there was heavy pending work 
to be cleared. 

The authorities have also had to adopt 
a number of other regulatory measures to 
contain speculative activity within mana¬ 
geable limits. These included. (1) impos¬ 
ing a limit of Rs 2 crore on the outsttm- 
ding gross business of a member at the 


Mu^diideen may be a pr^er to Moscow’s 
serious attempt to avoid a continuing civil 
war. given the arms build-up by the com¬ 
batants. Also, Moscow’s apprehensions 
about the possible overthrow of the PDPA 
government in the civil war and worse 
likely to follow thoeafter. It is now fm the 
US administration to respond positively 
and not cynically and opportunistically 
take geo-political advantage of the Soviet 
initiative. 


close of business on any day, (2) penalis¬ 
ing members for eiceeding tlw prescrib¬ 
ed trading limits and incorrect reporting. 
(3) forbidding carryforward of business 
from one settlement to another in cash 
shares from January 1989 and (4) exten¬ 
sive use of the margin system. As many 
as 50 out of 76 scrips in the specified list 
have been brought under the purview of 
margin, the rate of margin being enhanc¬ 
ed in respect of 32 volatile scrips from 20 
per cent to 30 per cent on purchases and 
from 10 per cent to IS per cent on sales. 
Fresh margins were imposed on 18 addi¬ 
tional shares, payable at the rate of 20 per 
cent on purchases and 10 per cent on sales. 
On Dewmber 9, however, the margins 
payable by bulls were reduced to the 
previous levels. 

The stock exchange authorities have 
come in for a good deal of criticism for 
the various measures taken by them to 
deal with the emerging situation. This is 
scarcely surprising. For any measure 
which seeks to discipline the market not 
only affects the volume of business but 
also has an impact on prices and hence 
on the fortunes of bulls and bears having 
conflicting interests. The point has also 
been made that the measures are intended 
to bail out some speculators from a tight 
spot and that in any case the suspension 
of trading and extension of settlement 
period tend to undermine investors’ 
confidence. 

But these measures need to be viewed 
in proper perspective. Neither the 
stockbroking community nor the stock ex¬ 
change authorities had ever visualised the 
kind of market scenario that hgs now 
oneiged. Not very many months ago, the 
stock exchange fraternity and the market 
authorities were pleading with the govern¬ 
ment for aH sorts of incentives to revive 
the secondary and primary markets. Quite 
often, the stockbroking community boy¬ 
cotted trading to protest against curbs on 
trading in specified shares. WhUe none of 
the rngjor demands has been met, the 
stock market has witnessed a phenomenal 
upsurge in equity prices as also in the 
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volume Of bu«nO» which is currently run¬ 
ning at almost three times the normal 
average turnover in the past. 

The existing infrastructure is not geared 
to handling such large volume of business. 
While the administration of the stock ex¬ 
changes leaves much to be desired it would 
seem rather uncharitable to accuse the 
market authorities for not developing ade¬ 
quate infrastructure as this raises many 
ticklish issues demanding careful scrutiny 
by the exchange as also by the stockbrok¬ 
ing community. The creation of additional 
infrastructure not only t^lls for con¬ 
siderable investment but it also takes time. 
The decision on these issues cannot, how¬ 
ever, be delayed for long without affecting 
the smooth functioning of the market. 

Far from being a matter of concern, the 
rise in equity prices and the increase in the 
volume of business are to be welcomed. 
The more so because the current boom is 
based on the solid foundation of massive 
institutional investment, lb what extent 
institutional investors have been acting at 
the instance of the union Finance ministry 
is not all that relevant. The stock exchange 
authorities should be concerned primarily 
with ensuring that the market is not con¬ 
fronted with any serious payments pro¬ 
blem. In this task, the market authorities 
can be said to have acquitted themselves 
reasonably well. The first-ever disburse¬ 
ment of Rs 3.29 lakh to some 46 investors 
from the customers protection fund set up 
by the stock exchange in October 1986 is 
a good indication of its concern for 
investors. 

In view of the infrastructural constraint 
in handling the expanded business activi¬ 
ty, one can scarcely fault the market 
authorities for resorting to measures 
which have the effect of restricting the 
volume of business. However, the way the 
authorities have gone about imposing 
margins gives the impression that they 
have been concerned as much with turn¬ 
over as with the behaviour of prices. It is 
one thing to curb market activity to 
minimise the risk of payments difficulties 
but quite another when the measures are 
intended to influence the course of prices. 
Equity prices should be allowed to be 
determined by the free play of demand 
and supply influenced essentially by the 
varying assessment of different operators 
of the changing economic and political 
environment relevant to the equity market. 

Since the margin system can help keep 
reckless speculation under check, it need 
not be diqsensed with. But there seems no 
good reason why it should discriminate 
against bulls or bears. The mariret autho¬ 
rities have still to establish their credibili¬ 
ty for steering dear of pressures from 
powerfol opo’ators-'buUs or bears. This 
b Budnly because die members of the 


governing body have themselves a big 
stake in the market. 

Market-wise, the measures taken by the 
stock exchange authorities have had a 
chastening effect on the general trading 
sentiment in that equity prices which had 
been inclined sharply upward since early 
July have registered an all-round setback. 
Going by equity price indices, the Finan¬ 
cial Express index for Bombay has come 
down 1^ 5.2 per cent from its qll'dme high 
of 677.34 (I>ecembeT 1) and the all-India 
index by 4.9 per cent from 514.16 
(December 1). The Bombay Stock E.x- 
change sensitive index has declined by 
about 7 per cent from its all-time high of 
719.07 touched on November 19. The fall 
in equity price indices does not really call 
for any spedal explanation. No market 
ever keeps moving in any one direcnion in¬ 
definitely without making its technical 
position vulnerable. An occasional pause 
is necessary for the market’s normal 
functioning. 

While it is anybody’s guess as to how 
long the current reactionary phase might 
last, it would be rash to interpret, as some 
technical analysts are wont to do, the cur¬ 
rent reaction as marking the beginning of 
the end of the bull market. Even a minor 
correction could bring about a decline of 
the magnitude that has now occurred. 
Considering the amplitude and duration 
of the preceding upswing since early July, 
the market could well pause for technical 
adjustment of a secondary nature. The 
bull market ha:> still a long way to go. 

The RBI deputy governor. P D Ojha, 
expects the current Fiscal year to witness 
an overall growth rate of more than 9 per 
cent in GNP. Encouraged by the improv¬ 
ing economic prospect because of the ex¬ 
cellent monsoon and New Delhi’s helpful 
attitude^ several companies are now con¬ 
fidently pushing ahead with modernisa¬ 
tion/expansion/diversification program¬ 
mes holding out hope of substantially im¬ 
proved corporate earnings and higher 
dividends. The new issue market has turn¬ 
ed very lively with almost every issue 
promoted by good management getting 
heavily over-subscribed. The parliamen¬ 
tary consultative committee attached to 
the finance ministry has recently made 
several suggestions in the preliminary 
budgetary exercise—cot in corporation 
tax, hike in the owmption limit, low in¬ 
terest rates, abolition of dividend tax, to 
mention a few. If the union budget for 
1989-90 were to incorporate these sugges¬ 
tions, it would give a further big push to 
the current equity boom. It would, of 
course, be risky to take thin^ for granted. 
Reconciling the demand for massive 
resource mobilisation and compulsions of 
political expediency is not going to be all 
that easy. 


TWENTY YEARS AGO 

EPW, December 21, 1968 

While [Nixon] has left Johnson alone 
to wage his Vietnam diplomacy'he has 
demonstratively involved himself in Wsit 
Asia where he recently despatched 
William Scranton, his special represen¬ 
tative ... Nixon’s special interest in 
Asia is evidence of the briief shared by 
many in the Johnson administration as 
well, that the scene of active US-Soviet 
confrontation is shifting westwards again 
The ^iet invasion of Czechoslorakia, 
the 'threat of similar treatment of 
Rumania and Yugoslavia, the steady 
build-up of Soviet navel power in the 
Mcditerancan under the Sixth Fleet’s 
nose, the depreciation of dc Gaull^s buf¬ 
fer role, and the possibility of a worsen¬ 
ing of relations between West Germany 
and Soviet Union under an aggressive 
West German chancellor like Josef 
Strauss (whom even his enemies now 
concede excellent chances of succeeding 
Kiesinger), have all led Wuhingion to 
conclude that the years of a relative 
denete in Europe are drawing to a close. 

... High among Nixon’s foreign policy 
priorities is, therefore, securing for US 
a more viable locus standi in Vtot Asia. 
US is, of course, deeply involved there 
even now, but as Israel’s ally which puts 
it on the wrong side of the fence so far 
as the Arabs are concerned .. .Nixon’s 
approach to the Arabs will aim at reviv¬ 
ing this policy by detaching Jordan from 
UAR through some credible promise of 
an honourable settlement with Israel. 

The major obstacle here is the Palesti¬ 
nian guerillas over whom no one has 
much control, least of all King Hussein 
.. .One solution is to buy off the 
Palestinian state where they would rule 
themselves... But considering that the 
Palestinians have been its most un¬ 
remitting enemies, will Israel permit on 
its borders an independent Mestinian 
state without insisting on the most 
stringent guarantees? And if the 
guarantees are made too onerous will the 
Palestinians fall for the new state? These 
difficulties notwithstanding, this line of 
approach offers enough attractions from 
the US point of riew to justify it 
being pushed hard by the Nixon 
administration. 

The success of this US policy, however, 
unlikely it may appear at the moment, 
is what President Nasser has reasons to 
dread the most. Should he be cut off 
from the only friendly Arab country 
which has relations with the West, Us 
dqeendence on the Russians would be 
even more complete than it is today; 
worse, the Arab-Israeli conflict would 
then have well and truly become a Soviet 
Union-US issue which, despite every¬ 
thing, it is yet not. 
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QLINDIA 

Growth in Food Products 

GLINDIA has performed well during 
1987-88 with high^ sales at enhanced profit 
margins. While turnover has risen from 
previous year's Rs 178 crore to Ks 211 crore, 
grass pront has expanded from Rs 16.74 
crore to Rs 22.9S crore. Despite higher 
necessary provisions, net profit has advanced 
fiom Rs 7.39 crore to Rs 9.97 crore. The 
directors have recommended a final dividend 
of 11 per cent making a total of 20 per cent 
as against 18 per cent paid for the previous 
year. The enhanced distribution is covered 
2.49 times as against 2.0S times previously. 

Capital expenditure during the year 
amounted to Rs 11.15 crore and was largely 
incurred on the creation of facilities fur the 
manufacture of Ranitidine at Ankleshwar 
amd on the continuing modernisation and 
rationalisation of manufacturing operations 
at the other factories. The company intro¬ 
duced several new products during the 
. year—Zovatc, Eumosone and Tenovale oint¬ 
ments, which are advanced dermatologicals, 
Ymtorlin 4 mg tablets and Ventorlin syrup 
which ate for asthmatic children, and Nugin 
suspension as analgesic non-sterodial anti¬ 
inflammatory for paediatric use. The new 
products performed welt. The company has 
received a letter of intent for the manufac¬ 
ture of bulk drug salbutamol, an antiasth- 
matk and labcialol. an antihypertensive; and 
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their formulations. A letter of intent has also 
been obtained for the manufacture of injec¬ 
tions of cephaloridine, an antibiotic, at the 
Nashik factory. 

Sales of food products registered substan¬ 
tial growth over the previous year. TVvo new 
products in the weaning food range, Fare.x- 
veg and Farex-egg, were launched during the 
year and plans are in hand to extend this 
range further. Facilities for the manufacture 
and packing of dextrose monohydrate based 
pioducts at Aligaih were modernised and 
commissioned during the year. Hindustan 
Food, a joint venture project for the 
manufacture of extruded foods, has com¬ 
menced commercial production. Two new 
products, llunnymix and Jak-n-.IiI, have been 
launched in select markets where these have 
been well received. Sales of veterinary pro¬ 
ducts were adversely affected by unpre¬ 
cedented drought and devastating floods in 
different parts c>< the country, disturbances 
in northern markets and the trade agitation. 
Sales of fine chemicals registered substan¬ 
tial growth over the previous year. 

The company's joint sector projects with 
Karnataka State Industrial Investment and 
Development Corporation for the manufac¬ 
ture of products derived from maise and 
with the Pradeshiya industrial and Invest¬ 
ment Corporation of UP for the manufac¬ 
ture of pr^ucts derived from soyabean have 
made substantial progress during the year. 
IVo new companies formed for implemen¬ 


ting these projects, K G Giuco Biols and 
Vegepro Foods and Feeds have planned to 
make public issues of capital in the near 
future. 

NEPAMILLS 

Raw Material Shortage 

NATIONAL NEWSPRINT AND PAPER 
MI1.LS (NEPAMILLS) has earned a lower- 
gross profit of Rs 5.70 crore during 1987-88 
against Rs 7.39 crore in the previous year 
even though sales were a shade better at 
Rs 54.49 crore against Rs 54.29 crore. In 
fact, the company produced 67.850 tonnes 
of newsprint which was 100.2 per cent, of 
rated installed capacity. Of the total news¬ 
print production, tow grammage (52 gsm) 
impro^ variety accounted for 63,784 ton¬ 
nes (94.3 per cent) as compared with 
previous year’s 57,983 tonnes (86.6 per cent). 
Production of caustic soda was also higher 
at 5,258 tonnes against 4,959 tonnes in the 
previous year. 

The company has been experiencing shor¬ 
tage of forest raw materials. As per the 12 
year agreement entered into on December 31, 
1986 with the government of MP (effective 
from 1-7-1986) a steady supply of 1,(X),000 
sale units of bamboo per annum has been 
assured. However, difficulty is being ex¬ 
perienced now in getting the requirement of 
Salai pulpwood. Steps are being taken to 
identify the areas in adjoining stares from 
where eucalyptus and subabul can be made 
available to supplement the supply of Salai 
wood. The company has also entered into 
an agreement on October 6, 1987, with the 
Maharashtra government for felling and ex¬ 
traction of 35,733 tonnes of bamboo from 
Wadsa division of the Maharashtra forest for 
a period of 2 years. Till the end of March 
1988, more than 8,000 tonnes of bamboo has 
already been extracted. With a view to raise 
captive plantations of pulpable species, 
Nepamills had raised nurseries and 
developed plantations around Nepanagar in 
assodation with MP Van Vil^ Nigam 
utilising the affluent water from the mills 
after its treatment. The company has made 
a beginning in social forestry schemes 
amongst farmers in East Nimar district and 
around to cultivate subabul and eucalyptus. 
The scheme envisages raising of pulpwood 
plantations over an area of 200 ha every year 
to augment the supply of 25,000 tonne of 
pulpwood every year. The scheme will cover 
a total area of 1,200 ha during the period 
1988-93. The implementation of the scheme 
will be carried out under a tripartite agree¬ 
ment, that is, between Nepamills, the finan¬ 
cing bank and the cultivator, with an 
assurance of buy-back guarantee at the 
prevailing price. The milts will provide free 
know-how to the cultiwtm' on plantation 
techniques. The scheme for raisiiqr captive 
pulpwood plantations of. subabul and 
euc^yptus spMies over an area of SfiOO ha 
in a pi^od of ten years is awaiting govern¬ 
ment approval. Aha ipgrtei y ma^trftMh 
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ne* of pfilpwood per annum by cbverihg ^ 
faa area each year within a radius of 15-20 
km from Nepanagar. The total cost of the 
scheme would be about Rs 13.80 crore in the 
Qrst ten years and this is expected to be taken 
up under a joint venture with the participa¬ 
tion of the company and Forest Dewlopment 
Corpontipn of MR 

J B CHEMICALS 

Higher Dividend 

J B CHEMICALS has registered fair growth 
in sales and profits during 1987-88, idthough 
profit margins have been slightly eroded. On 
sales of Rs 30.58 crore against Rs 25.21 crorc 
in the previous year, the company has earned 
a gross profit of Rs 2.28 crore against 
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dso established during the year. 

The company’s business in control and 
automation systems is growing rapidly. Two 
major orders were received for these pro¬ 
ducts and systems, one from Neyvvii Lignite 
Corporation and the other from Carden 
Reach Shipbuilders and Engineers. Com¬ 
pany’s motors business continues to face 
tough competition on account of price and 
discount pressures. The electro-medical divi¬ 
sion continues to do well. The railway 
signalling business, has for the first time, in¬ 
stalled automatic warning systems for the 
suburban section of western Railway and the 
Delhi-Agra line of Central Railway. The 
company’s exports have grown by 13 per cent 
and have reached the figure of Rs 40.6 crore 
which contributes to 18 per cent of turnover. 

The Company's R and D expenditure was 

■ .; No other Journal oflert you what 

' £PW does. 

The bert of social science research 
here and abroad. Expert comments 
on national and International 
economic developments. 

Perceptive Insights on soclo- 


duction 1^ April 1989. It has already receiv¬ 
ed an order for one thousand Hectronic 
teleprinters from MTNL. Negotiations are 
on to set up another joint sector project, 
Deltel Communications, in collaboration 
with Atea of Belgium and Oelton Cables, for 
the manufacture of EPABXs. 

BILT 

Extensible Sack Kraft 
Paper Project 



a si|i^rlbar,y«« cjm 
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Reduced Rate. 
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share (1986-87 Rs 1.60 per share) will absorb 
Rs 332 lakh. Changes in the rules of depre¬ 
ciation brought a relief of Rs 2.4 crore. The 
interest burden was also reduced to an ex¬ 
tent of Rs 4.5 crore on account of the issue 
of rights shares. 

The company’s investment programme for 
1987-M mainly consisted of investments in 
its Nashik Plant of about Rs 3.3 crore and 
Rs 9.8 crore in its modernisation and techno¬ 
logy upgiadation drive. The total investment 
for the ^ar was Rs 13.1 crore as against 
Rs i:;.4croreof 198647. On October 1,1987 
rights shares were issued in the ratio of 1:2. 
The share of Rs 10 was given at a premium 
of Rs 30 each. The Company plans to in¬ 
vest Rs 20.7 crore in 1988<^9r 

The electronic fsictory at Nashik com¬ 
menced commercial production in 
Nodember, 1987. Webd IHematik, a joint 
sector project with Vbst Bengal Industrial 
Eiectnwic Dtvelppinent Corporation for the 
muulitctuie of dcctronlc teleprinters, was 


w^.nErii(i^ IkMcly Deconber 17, l9Sg 


BALLARPUR INDUSFRIES of the 
Thapar group is promoting a Rs SO crore 
unit in Maharashtra to make extensible sack 
kraft paper. The unit is coming up in Ashti 
in Gadchiroii a ‘no industry district’. The 
factory will go into production in 19% with 
capacity of 35,000 tonnes per 
: company proposes to convert 
taper into sacks for the packag* 
trial and other goods. The cmn- 
roposes to put up a 200 tonnes 
y mill in the second phase and 
!r production to 70,000 tonnes 
nboo will be major raw material 
y mill. 
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people’s movements. 

Plus thoughtful commentary on 
industry and business and the 
latest economic statistics. 
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Qualifications: 
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Research Projects arid Publication of books/ 
papers. 

Deputation from Govt. Departments/ S 

X lsations/ Universities and other Institutions 
considered. 

Desire^ persons may seek full details regarding 
qualifications, service conditions and application 
forms from the REGISTRAR on payment of Postal 
Order <rf Rs. S/-. Application with documents 
should reach Registrar, NIRD, by 31.01.1989. 

Ralendranagar, Hyderabad-SM 030. 
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CIVIL LIBERTIES 
Bashing Journalists 

A G Noorani 

In the Held of human rights the saying ^knowledge is power* has a 
special relevance and force. We need the help of NGOs committed 
to human rights. In turn we owe a clear, inescapable duty to 
help them. 


JOURNALISTS seem to be fair game for 
bathing by policemen, politicians and 
hoodlums. The recent murder of Dibakar 
Mondal of the Uttar Banga Sambad, a 
SiUguri daily, is by no means a solitary in¬ 
stance of its kind. So prevalent is this crime. 
Orissa has been the worst state when it 
comes to dondoning this crime The fact that 
the crime in Siliguri is being exploited by the 
Congressfl), no defender of press freedom, 
is.no reason why it should be condoned. The 
CPI has also condemned it. 

Photographers, whom our jargon-ridden 
press reporters delight in calling lensmen, 
seem virtually to attract attacks rather like 
lightning conductors. The reason is not hard 
to understand. A photograph can tell more 
' convincingly and movingly than any news 
report. The perverse satisfaction of inflic¬ 
ting pain and injury is heightened by the joy 
of inflicting damage on expensive cameras. 

Protests against the crime have been 
sporadic. The crime continues to spread, 
however. There is an organisation which 
cares. It is the Committee to Protect Jour¬ 
nalists (CPJ). Its honorary chairman is 
Walter Cronkite of the CBS News. Some of 
the most distinguished names in American 
journalism such as Anthony Lewis of New 
Ybrk Times, Harrison Salisbury and Dan 
Rather are on its board of directors. It Ls a 
non-partisan, non-profit organisation of 
journalists monitoring press freedom the 
world over. Its associate director, Caroline 
Onke, is the one to write to if one wishes 
to activate or inform thg body. Its address 

36 VMeit 44th Street, Room 911, New York, 
NY 10036. The CPJ was founded in 1981. 

Let roe mention just a few names of vic¬ 
tims of attacks recently: Umesh Oobhal, a 
reporter-with A mar Ujala, a Hindi journal 
of UP. Based in Carhwal, he has bera miss¬ 
ing since he disappeared from his hotel room 
on March 2S. He had reported on the liquor 
mafia. There was Raiqji Lai, a former editor, 
who was shot dead in Rampur on June 27. 
Niimai Rai, a reporter and photographer, 
was killed in Darjeeling last April. Avtar 
Singh, a resident of the US, and an intcr- 
• nationally known Punjabi writer, was shot 
dead on March 23 in Ihlwandi Salmi. 
Writing under the pen name, Paash, he 
denounced separatism. Manjit Singh, editor 
of the Punjabi weekly Sangars/fand a Con- 
' gicss(I) activist, was killed on July 2—the 
fourth journalist to be killed this year in 


Punjab. Parduman Singh, who reported for 
Indian Express. PTI and several Punjabi 
publications, was killed on June 4. 

The Committee to Protect Journalists 
(CPJ) brings out a regular bulletin, CPJ 
Update. The October 1988 issue (No 34) 
mentions Parduman Singh's death in the 
country-wise list of killings of journalists. 
It also records that “Israel’s attempts to sup¬ 
press the nine-month old Palestinian upris¬ 
ing in the occupied territories continues to 
take a heavy toll on the press. At least IS 
Paiesrinian journalists arc presently in deten¬ 
tion!’ Nearly two pages are devot^ to press 
repression in Israel. South Africa’s sordid 
record is also laid bare CPJ has published 
an updated chronology of attacks and 
restrictions on the press in South Africa, The 
Update is a very useful periodical. 

The CPJ also publishes an annual survey, 
besides the monthly Update. It is entitled At¬ 
tacks on the Press: 1987. A Worldwise 
Survejf. This issue was researched and com¬ 
piled by Sara Tucker, CPJ’s research assis¬ 
tant and Caroline Drake, its associate direc¬ 
tor. It is based on information provided by 
journalists and journalists’ bodies from 
many countries and from organisations like 
Amnesty International, Article 19, Human 
Rights Watch, Index on Censorship, and the 
lawyers’ Committee for Human Rights. 
This report documents nearly 600 incidents 
of press abuse that took place in 7S coun¬ 
tries in 1987. As inany as 26 journalists were 
killed in the year! The abuses documented 
in the report range from temporary, non¬ 
violent acts, such as limiting the circulation 
of a publication, to the gravest and most 
tragic press abuse, “the murder of a jour¬ 
nalist in the pursuit of his w her profession". 
S9 journalists the world over suffered 
assaults in the exercise of their profession! 
More than 185 were arrested or kidnapped. 
II were forced to leave thdr own countries. 
32 foreign correspondents were expelled. 
“And there are conservative figures!’ 

The raids on /mfkin £>gir»r and the arrest 
of S Gurumurthy are listed in the roster. In 
her introduction to the report on the events 
in 1987, CPJ’s executive director, Anne 
Nelson poses a pertinent question and pro¬ 
vides a good answer to iu 

Why is journalism such a hazardous 

profession? 

Journalists possess the incomparable 


power to describe and imcrpiet the evems 
around them. At their best, they can promote 
progress by introducing new political and 
social currents; thqr can encowage good 
government by exposing abuses 4uid ap¬ 
plauding civic virtue With the technological 
advances of the last decade; they are able to 
perform these functions faster and wiUi 
greater international impact than ever before 
But the same qualities that make jour¬ 
nalists a dynamic force in society can alto 
make them a disturbing one—and can put 
them at risk. 1b those who misuse power, or 
whp try to gain or cling to power through 
force, a free press represents a perpetual 
challenge. Certainly, there are cases in which 
the press oversteps its bounds, and most 
countries have libel laws to defend in¬ 
dividuals* rights to truth and fairness. But 
all too often, in too many parts of the world, 
journalists are the ones who are abused, 
merely for doing their job. 

Indian journalists and civil libertarians 
must do all they can to help CPJ in its noble 
work by providing accurate information. Of 
late the government of India had adopted 
a singularly nasty tone in its comments on 
international ‘non-governmental organisa¬ 
tions’. The CPJ is certain to come in for its 
share of abuse in shop-worn official jargdn. 
It will do the CPJ proud. 

Speaking of NGOs, I ought to mention 
HURIDOCS (Human Rights Information 
and Documentation Systems International). 
It was founded in 1982 as a global network 
of over a hundred human rights organisa¬ 
tions. Its aim is to improve access to and 
dissemination of public information on 
human rights through more effective techhi- 
ques of information handling. 

HURIDOCS itself does not collect 
documents, but it wants to establish a decen¬ 
tralised network of organisations concerned 
with documentation and information. It is 
of the opinion that networking is the only 
way to d^ with the growing flow of human 
rights information, and tries to provide the 
necessary infrastructure which will lead to 
mowing competence and professkmalitation 
within organisations engaged in its network. 
HURIDOCS wants to involve organisations 
with manual as well as with computerised 
documentation systems in this network. 

HURIDOCS has an international ad¬ 
visory council headed by the redoubtable 
Martin Ennals who pu|led Amnesty out of 
its greatest crisis over twenty years ago and 
served for long as its secretary geneigl. 
Smithu Kothari is a member and so is 
Radhika Coomaiaswamy of Sri Lanka. 
HURIDOCS* addnn is Langesgate 6, 
N-0163 Oslo 1; Norway. It |]^liihcs a 
monthly bulletin HURIDOCS Neats. 

In the field of human rights, the saying 
’knowledge is power’has a special lehwanee 
and force. IWe need the help of NOOs com¬ 
mitted to human rights. In turn, wc owe a 
clear, ineseapaWe duty to help thenL 
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CAPITALSCOPE 


From Bofors to Boforitis 

Bhabani Sen Gupta 


The prime minister no longer denits that kickbacks have been 
paid, but not, he contends, to any Indian. Only he cannot 
offer proof. V P Singh’s allegations about payments to the 
’Lotus' account remain unsubstantiated. Why then the political 
passion over an issue that cannot be brought to a logical 
conclusion? 


THE guns of Sweden have indeed a very 
long Tiring range. They keep hurling 
Tiieballs at the prime minister even as the 
affair itself recedes to the past. Rajiv 
Gandhi’s hope that the hill of the last few 
months meant the final silencing of the 
guns in an election year has been belied. 
The guns of Sweden will roar as the elec¬ 
tion battle is joined. Vishwanath Pratap 
Singh has pushed them once again to the 
forefront of our political life 

The question is not whether he has 
brought up new evidence or whether, the 
documents he authenticated on the iloor 
of the Lok Sabha in November added any¬ 
thing new to the already considerable 
array of allegedly incriminating evidence. 
He did succeed in showing that Sweden’s 
leading arms manufacturers did pay com¬ 
missions to unidentified persons holding 
accounts in a Swiss bank even in 1987. 
while the prime minister’s and the govern¬ 
ment’s position was that no commi.s$ion 
was ever paid, and that if payments were 
made at all, these were ‘winding up 
cliaiges’. Now, in November 1988, with the 
Lok Sabha election within sight, the prime 
minister and his supporters have had to 
concede that commissions were indeed 
paid. Ritiiv Gandhi made the matter worse 
by Hhinking aloud—allowing the indul¬ 
gent phrase used in parliament by the 
defence minister, K C Pant—that the 
moneys paid might have been for ‘ge¬ 
nuine’ work done for the gun-makers by 
people he did not know, and would never 
know. 

The issue seized both houses of parlia¬ 
ment as soon as it reassembled for its brief 
autumn session. The debates saw our 
parliamentarians at their all-time worst. 
One minister after another threw the 
ugliest invectives at Vishwanath Pratap 
Singh as if Uiese wordy fireballs would 
reduce him to ashes. Unlike in the past, 
tte prime minister this time bad mobilis¬ 
ed his cabinet and ministerial colleagues 
on a large scale to head off the charges 
levdled against him by the former flnanoe 
1 ^ defence minister. They swimg into the 
offensive throwliig all restrtints to the 


wind. Bofors turned into Boforitis, 
another symptom of the malignant lump 
that is consuming the vitals of India’s 
bodipolitic 

When V P Singh first ‘disclosed’ the 
Swiss bank account in which be alleged 
that large amounts of money had been 
paid as commissions, he did so while ad¬ 
dressing a mass meeting in Patna. It did 
not catch the attention of the press in 
Delhi. A couple of days later, Singh 
repeated the charge in Lucknow, and 
released some documents showing that 
6,39,908.75 Swiss croners (the equivalent 
of Rs 64 crore) were paid in to account 
number 99922 of Svenska Inc. He speci¬ 
fically alleged that Rs 8 crore had been 
paid into a Swiss bank account held under 
the suggestive code-name ‘Lotus’. The 
news was now frontpaged in the Times of 
India, even though they looked very much 
like the documents The Hindu had come 
up with on April 27 and June 22-23,1988; 
for this reason Singh's statement was car¬ 
ried in inside pages by Uie other dailies 
of Delhi. Why did the Times of India 
higt(light V P Singh’s charge seemingly 
departing from its post-1986 rule of a 
strong and stubborn defender of the 
prime minister? Was it a lapse on the part 
of the newsdesk or a mysterious transdent 
change in the mood of the editor and the 
proprietors? 

V P Singh, however, demanded a fresh 
inquiry by a new parliamentary committee. 
He knew that the demand would be turn¬ 
ed down. Singh himself was clearly not 
in a position to prove that the account he 
mentioned was actually operated on 
behalf of Rajiv Gandhi. He asked the 
prime minister to disprove it, and, on that 
impossible event, he staked his political 
career. Because he knew that he couM pro¬ 
duce no evidence to support his cha^e 
against Gandhi, Singh, while raising the 
issue in the Lok Sabha on November 10, 
did not repeat it at all, but stuck to the 
surer ground that, belying the prime 
minister’s, and other cabinet ministers’, 
da^ Bofors had actually paid large com¬ 
missions to a company whose identity 


remained unknown to Indians. Sin^ 
authenticated some documents and hand¬ 
ed them to the speaker, and waved a 
cassette with a recording of a recent press 
conference by the prime minister before 
the eyes of the members. 

V P Singh’s Lucknow allegations were 
strongly refuted by four senior cabinet 
ministers before the matter came up in 
parliament. At a cabinet meeting held in 
the morning of November 9, it was decid¬ 
ed that N Narasimha Rao, K C Pant, 

S B Chavan, Buta Singh and Shiv 
Shankar would jointly come to the 
defence of the prime minister. For some 
unknown reason, the statement that was 
released to the pres< did not carry Rao’s 
name: On the prime minister’s part, mobi¬ 
lising party leaders to his defence was a 
departure from his earlier style of relying 
on his personal aides and the bureaucracy. 
It seemed to confirm what he claimed in 
an extraordinarily meandering interview 
for the Sunday magazine of C^akutta: that 
he had got out of ‘coterie rul^. The fact 
that party leaders within and outside tlw 
government were now mobilised to shout 
down V P Singh and other opposition 
leaders was indeed more important than 
what the Congress-1 stalwarts actually 
said. For in substance they could say very 
little, just as Singh himself could do little 
to prove his charges. 

From Befors to Boforitis means the 
herald of the election campaign which, 
according to all indications, is going to 
be far from a gentle, civilised combat. 
Instead, it is going to be vituperative, 
abusive, coarse, vulgar, gross and obscene. 
It will inflict lasting wounds on our 
already non-robust democracy. 

Boforitis now goes much beyond the 
kickbacks some people have received from 
the deal to buy the long-range howitzers 
from Sweden. The prime minister no 
longer denies that kickbacks have been 
paid, and a very large amount at that, by 
Indian standards anyway. His contention 
is that no kickback has come to any 
Indian. How does he know? The Swiss 
bank concerned has nut permitted his 
agents to have a look at the accounts to 
which large sums were paid. Even if such 
a scrutiny is allowed, how does the Indian 
government compel the bank to disclose 
the real identity of the account holder(s)? 
The Swiss bank itself may not know who 
the real people are behind the gray mask 
of Svenska, V P Singh’s allegation that 
‘Lotus’ means Rajiv Gandhi and that Rs 8 
crore has been deposited into the ‘Lotus* 
account is and must remain unsubstan¬ 
tiated, unless the former finance minister 
has k^t something up his sleeves to be 
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tfidoced only at a crucial time, which I 
find it difficult to believe. 

Why, then, all this political passion over 
an issue that cannot be brought to a 
logical conclusion? Is it because the 
Congress-I, the opposition, and the elec¬ 
torate see in the Jana-Dal president an 
emergent political rival to the incumbent 
prime minister? That alone can explain 
why the ruling party has mobilised its en¬ 
tire resources to demolish Vishwanath 
Pratap Singh. Sans him, the opposition 
is bereft of a man who can take on Rajiv 
Oandhi at the national level 

Boforitis, therefore, has come to sym¬ 
bolise all that is seriously wrong with the 
governance of India. It means corruption, 
which pervades the entire system. No fur¬ 
ther confirmation of this is required after 
the prime minister's own belated admis¬ 
sion that 85 per cent of the funds 
allocated for the poor is eaten up by the 
non-poor. His explanation of this damning 
reality at the AICC session was totally un¬ 
convincing; he claimed that 85 per cent 
was drained up in administrative, building 
and related expenses. The blunt truth is 
that the missing 85 per cent goes to line 
the pockets of administrators, traders, 
clerks, middlemen and the village rich 
who combine money with muscle power. 
The Financial Express has just printed a 
report showing how the 'assets’ supposed 
to be made available to the resourceless 
poor by the banks in the form of cows, 
buffaloes, goats, hand carts and so on, 
never or seldom actually reach the targets. 
The report relates to Rajasthan, but is 
true of the entire Congress domain in 
India. 

Boforitis also means the pervasive 
culture of sycophancy and utter servitude 
that has seiz^ the ruling party from 
within. This was tragically manifested, not 
for the first time, at the AICC session in 
New Delhi. The political resolution 
adopted talked lamely of restoring 'inner- 
party' democracy, and the prime minister 
urged Congressmen to debate openly 
issues of national importance. But if 
debate means open dissent fearlessly arti¬ 
culated which is allowed freely to create 
a pool of ideas and concepts in the party, 
there is no debate in the party and there 
was none at the AICC session. Almost 
^wryone spoke the same script, each out¬ 
bidding the other in genuflection to their 
leader. Vasant Sathe; a Sancho Rfincha of 
Indian politics, brought a quickening of 
the coIlMive political pulse when he look¬ 
ed the leader straight jn the eye and cau¬ 
tioned him against building up any one 
ever again as theseoond man in his govern¬ 
ment. Thousands of obedient voices rent 
the air singing glory to the leader and 
flinging death and destruction to the cen¬ 


trist opposition iront. Most of them had 
not read the resolutions they voted for 
without debate. 

In the camp or camps of the opposition 
parties, Boforitis means a near-total 
absence of obedience, an unending clash 
of personal ambitions for power and of¬ 
ficial glory, and a meshing rivalry of 
elongated egos residing in the breasts of 
an array of political dwarfs. It means 
dogged determination to defend personal 
fiefdoms based on castes, ethnic or reli¬ 
gious affinities and a pathological fear of 
coming to grips with real political and 
economic issues. It means escape into 
slogans and gimmicks instead of clearly 
defining policy alternatives. It means 
deception of the voters on a grand scale. 
It means hope to win the coming election 
on the strength of a nationwide anti- 
Congress-I vote, rather than on a positive 
alternative national political and socio¬ 
economic design. 

Boforitis means the collapse of political 
moihlity, decorum and decency. In this 
too the ruling pasty one-upped its political 
rivals. Rajiv Gandhi alone stood above the 
muckraking business. His criticism of the 
opposition front was legitimate even if it 
betrayed a lack of understanding of the 
differences between the Janata genesis of 
1977 and the creation of the Jana-Dal and 
the centrist front in 1988. After all, the 
strongest argument against the opposition 
is that they may not hold together even 
if they win the election. Gandhi did not 
stoop to the level of personal abuse or at¬ 
tack; in fact, his references to his former 
colleague Vishwanath Pratap Singh, have 
.seldom been bereft of restraint, have 
always carried a tinge of personal sadness. 

V P Singh has accused Rajiv Gandhi of 
lying and made him the focal point of cor¬ 
ruption. indeed, for Singh, corruption 
and coilap.se of political, economic and 
social morality is the central point of at¬ 
tack on the government. He has tried to 
set an example of political morality by 
declaring his personal and family assets 
and has been followed by V C Shukla. 
However, few of the opposition leaders are 
seen by the public as men of moral integri¬ 
ty and personal honesty. Most of them 
stand smeared by a common political 
culture of corruption and nepotism, of 
doubletalk and doublespeak. 

Cabinet ministers and AICC office¬ 
holders, however, took over the war of 
abuses that virtually inaugurated the 
election campaign. In the Lok Sabha on 
November 15, Vasant Sathe called 

V P Singh a coward of the first order and 
a traitor; K K Ibwari added the epithets 
of blackmailer and landgrabber; Ghulam 
Nabi Azad contributed his own: a parasite 
Sathe claimed that Singh had stashed 


away crores of rupees in secret tbnign 
bank accounts; following Singh’s eiam- 
ple, he even cited a Swiss bank account 
and challenged Singh to disprove his 
charge Buta Singh outperfomied every¬ 
one else so much so that the deputy 
speaker expunged large slabs of his 
political slanguage 

Buta Singh insinuated that Vishwanath 
Pratap Singh'suffered flom lapses into in¬ 
sanity, that his son and dau^ter-in-law 
had violated F^RA laws, that his son had 
obtained money to buy a flat in considera¬ 
tion for a licence issued to a certain com¬ 
pany by the father when he was commerce 
minister. Here was an attempt by the 
home minister to dig up the entire record 
of the members of the family of a former 
Congress-I cabinet minister. It brought 
from Indrajit Gupta a warning “.. .we 
need not go on provoking people to make 
private research, reliable or unreliable; into 
the financial backgrounds and dealings of 
relatives of all people sitting here. This 
what you have done. 'Vbu have now stimu¬ 
lated the media and other people in the 
country. You will pay a price for this in 
the days to come!' 

' The treasury benches were jubilant over 
the failure of Vishwanath Pratap Sin^ to 
repeat on the floor of parliament his 
specific charge against the prime minister. 
Their aggressive attacks on the Janata Dal 
leader got headlines in the newspapers, 
and led some commentators to conclude 
that the rqling party had got the better of 
the principal accuser. Pant tried to clinch 
the issue: “And the fact of the matter is 
that Mr V P Singh does not produce any 
evidence because there is no evidence, 
because the facts are wrong... He did not 
repeat the charges. He made a long 
speech... he walks out of the house.. 
the press reports remain unauthenticated!' 
But, according to the Times of India of 
November 20, V P Singh did pass on the 
press reports, including reports of his 
Patna and Lucknow speeches, to the 
speaker duly authenticated, and, in return, 
wanted the speaker to ask the prime 
minister to authenticate the press report 
which showed him as saying in Bangalore 
that commission was given in the Bofors 
gun deal. The speaker who had created an 
impression in the press gaiiety that he had 
earlier asked V P Sngh to authoiticate the 
press cuttings of his speeches, now quickly 
clarified that he had not really done sa 
However, the last word of the slanging 
Lok Sabha debate seemed to lie with 
Indrajit Gupta, "The case is not closed 
and Ot is) coming along with documents... 
which made this discussion ineviuble at 
the beginning of (the parliamentary) 
session!’ 

. VP Singh, an Indian Brutus Jn the eyes 
of Congress-I leaders, attempted to infftet 


a672 


Eeononde ind Pbiitioal iWMkIy 



two snte on the body of Cae$nr. One'was 
tiw ciuuie that Rajiv Gandhi was himself 
holding Rs 9 ciok in a hidden Swiss bank 
account. This chatge he did not repeat on 
the floor of the Lok Sabha. He was clearly 
^not in a position to prove it. One may 
' question the morality of making such a 
serious charge which cannot be proved. 
But his second .stab did not miss the 
target. He was able to wrench an admis¬ 
sion from the prime minister that Bofors 
had indeed paid commission right 
through the middle of 1987. This placed 
the prime minister in an embarrassing 
situation, if it did not do him greater 
harm. In the electoral-political battle that 
has now been joined, Singh's main effort 
is to convince the voters that the prime 
minister has sheltered corruption. Once 
this doubt sinks in, pcqple will not easily 
l^elieve in the prime minister’s honesty and 
take him at his words that he has made 
every attempt to find out the truth. 

Most Indians, like me, do not believe 
that Rajiv Gandhi has himself accepted 
kickback money or any of the members 
of his family has. As far as I am concern¬ 
ed, he is innocent of corruption because 
his eyes and face look innocent. But he 
has handled the Bofors case with misera¬ 
ble ineptitude from the beginning till now. 
His failings have been three-fold. From 
the beginning, he has been most reluctant 
to come out with facts and information: 
whatever the government parted with had 
to be wrenched out of it, an issue on 
which Arun Singh resigned in anguish. 
Secondly, the prime minister has been 
eternally inconsistent, and quite confus¬ 
ed in his mind about the sequence of 
events. The result has been disastrous. He 
began with categorical denials that Bofors 
had used any agents whatsoever; in his 
tragic naivette, he believed that if Olaf 
Palme had assured him that there would 
be no middlemen, there would be no mid¬ 
dlemen. He had little knowledge or under¬ 
standing of the arms czars’ total lack of 
scruples and their extraordinary lethal 
power which felled Olaf Palme, whose 
murderer has not as yet been nabbed by 
the .Swedish government. Nor could 
Gandhi anticipate that the strong peace 
movement in Sweden which is arrayed 
against Bofors, the country’s largest arms 
maker, would be a powerful ally of his 
political rivals as well as the investigative 
press. 

Under the pressure of disclosures, Rqjiv 
Gandhi'and later his government conced¬ 
ed that the 'winding up costs’ had been 
paid by Bofors to certain companies. 
Gandhi dismissed The Hindu documents 
as 'nothing new’. But when th^ were 
reproduced and authenticated by 
V P Singh, he owned that 'qpmmissions’ 
were paid. .But lie claimed that he had 
*never denied’ that 'commissions’ had 


been pah), while records show that he had 
never admitted this until November. 
Thirdly, he mercilessly contradicted 
recorded evidence that the Bofors repre¬ 
sentative who appeared before the parlia¬ 
mentary inquiry committee - had been 
treated by its chairman with exuaordinary 
courtesy and indulgence. The impression 
has grown overall that Rajiv Gandhi has 
been less than candid, has been protecting 
certain persons, and has not pushed the 
official machinery as vigorously as he 
should have done to trace the truth. In the 
Sunday interview, Gandhi admitted that 
he had taken a ’beating’, not personally 
because he knew that he was honest, but 
politically as prime minister. What he has 
lost b hb image of a clean honest political 
leader. More than that, he b a wounded 
man, weaker in political leadership as well 
as in handling the powerful bureaucracy. 

In the Sunday interview, Gandhi did 
himself no good by suggesting that Bofors 
might have paid huge amounts of money 
for '^nuin^ services rend^cd. He did not 
realise that anyone who read the interview 
would feel that he was trying to defend 
Bofors. If he could muster some anger 
and anguish, some sense of outrage and 
echo the anger and outrage about Bofors 
felt by many Swedes including leaders of 
the ruling Social Democratic Party, he 
might have offered a much better and 
more credible defence of himself and his 
government. 

And yet if one can leave aside the clum¬ 
siness and passionate confusion with 
which the Bofors affab has been handled, 
the prime minister in hb Sunday interview 
did try to make an attempt to get to the 
roots of the great compiemties of the issue. 
That Bofors had paid commission could 
no longer be camouflaged. But Gandhi 
was quite helpless about finding out who 
had got the money. And po-haps afraid 
toa Not because he knew which Indians 
might have been involved in the kickback. 
But because he had realised that the 
clandestine network of military sales was 
so shrouded in mystery that no one could 
be sure that someone cotuiected with the 
government or the prime minister was un¬ 
connected with the Bofors deals. Bofors 
has been systematically violating the laws 
of Sweden to sell arms to forbidden 
targets like Iran, Israel and South Africa. 
It runs its own worldwide network of 
wheeler-dealers and spies who work in 
tandem with similar arms of other leading 
merchants of death and destruction. The 
middlemen and agents include men of 
considerable political and financial clout 
all over the non-socialist world, and are 
linked with the international underworld 
of organised crime and terrorism. And, 
dear god, Bofors goes uncaught, un- 
punbhed, uncontrolled! Who can swear, 
then, that some persons moving within the 
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close orbit of power in India and yet not 
formally belonging to it have not been 
connected with the network? Here, H 
seems to me; lies Gandhi’s fear which has 
cautioned him against probing too deei^y 
the depths of the scandal. And yet in a 
democratic society with a free press and 
the current mood of the opposition, he 
has to defend his actions and inaaions. 
Hence the inevitable ambiguities, am¬ 
bivalences, inconsistencies and sequential 
slippages in Gandhi’s statements. 

But India needs sophisticated arms 
from the west. There is a national consen¬ 
sus that arms purchases be diversified and 
not confined to the Soviet Union and the 
Eastern bloc India has only just begun 
to buy arms of values running into 
thousands of crore from capitalist coun¬ 
tries. Thesr arms deals have kickbacks 
built into the price systems. And since the 
trade is of incredibly volatile competi¬ 
tiveness, with the number of viable big 
buyers in the third world shrinking, sates 
campaigns have acquired an aggressiveness 
that few countries like India can cope 
with. You can’t cancel purchases or return 
the guns, submarines, deep penetration 
aircraft and long-range guns just because 
kickbacks have come to light. If you do, 
you have to give up the idea of buying 
weapon systems from capitalist countries. 
This is the core message Gandhi sought 
to convey to his countrymen in the Sunday 
interview. But it came too late and in a 
very clumsy style and manner. Candidly 
put forward in 1987 when the Bofors 
affair suddenly burst on fhe Indian public; 
this explanation might have ctear^ the 
air. It cannot help the prime minister now, 
certainly, not in an election year. 

For the case now is more than Bofors. 
It is the case of Boforitis. It symbolises 
the decay and degeneration that has set 
into Indian politics. The rot that Gandhi 
has not been able to stop, has Indeed ac¬ 
celerated because of his failure to in¬ 
troduce democracy into the ruling party, 
his inability to recruit talent and integrity 
as pillars of governance, his failure to 
resolve the Punjab crisis, bring glasnost 
and perestroika into the Indian political 
process. Those whom he may have mobi¬ 
lised for a game of shouting and abuse 
will not be of much help to him in an 
election year. Few of them ran bring him a 
cartload of votes, certainly not 
Buta Singh, Ghulam Nabi Azad and 
K K Tbwari. 


A Corrertion 

We regret that in the issue of December 10 
pages 2625 ami 2626 were interchanged. 

■Ed 
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HEPOJtTS 

Government Employees’ Strike 
in Bihar 

Indu Bhurti 

The 75-day long strike by the state government employees in Bihar 
has ended in a settlement which could have been concluded much 
earlier, if only both parties had sought a negotiated settlement 
instead of adopting a confrontationist attitude. As it is Bihar’s 
population already suffering from the havoc of floods, will now 
have to contend with development programmes which have been 
stalled because of the strike. 


WHEN the non-gazatted employees (NGEs) 
of the Bihar government, organised under 
the banner of the Bihar State Non-Cazetted 
Employees Federation (BSNOEF), struck 
work indefinitely on September 6 last, 
demanding central pay scales, increased in¬ 
terim relief and implemenution of the 
FBmiary 1987 agreement, nobody, not even 
the employees themselves had thought, that 
a lecc^ making long-drawn battle lay 
ahead. And, when the employees finally 
returned to work, after 75 days, on 
November 21, following an agreement with 
the government, they had created a record 
u thdr strike turned out to be the longest 
ever by the state government employees, not 
only in India but reportedly in any country 
in the world. 

For the employees this record-making 
event meant an immediate economic gain of 
an interim relief of 10 per cent of their basic 
pay, varying from Rs 60 to 160 per head, 27 
days bonus in accordance with the central 
government rules, cash payment of two in¬ 
stalments out of the eleven impounded in¬ 
stalments of dearness allowance with their 
December pay packets and the promise of 
central pay-scales from March 1,1989 next. 
For the government of Bihar the event meant 
an immediate financial burden of around 
Rs I2S oore and a farther burden of Rs 240 
crore Bom March noti. Though, the belated 
settlement to end the strike came as a rdief 
to the people of the state; it also raised ques¬ 
tion. Should not the goverrunent have acted 
earlier and thus spared the state the trauma 
of a 75-day long strike during which, the en¬ 
tire work in the state government offices 
came to a standstill? % find out an answer, 
one needs to go back to the 1987 strike of 
the state government employees. 

In early 1987 the state government 
empires had struck work for 32 days, 
demanding central payscales. The strike had 
ended following an agreement betvreen the 
employees uniohs and the sute government 
on February 20,1987, in which the latter had 
promised to form the fifth pay revision com¬ 
mittee and take a decision on the grant of 


central pay scales by August 31, 1987, 
Besides, the government had also promised 
to revise and fix the pay scales of some 
classes of employees. The central point of 
the settlement was of course the grant of 
central pay scales. But, the promises remain¬ 
ed unfuiniled atfd after the deadline of 
August 31, 1987 had passed, the employees* 
union sent several reminders to the govern¬ 
ment, which only turned a deaf ear to them. 
In July this year, the unions set a new 
deadline of August 31, for the government 
to fulfil its February 1987 promise, failing 
which they threatened to launch a fresh 
agitation. The unions also presented the 
government a fresh charter of demands in¬ 
cluding mainly the grant of central pay scales 
with retrospective effect from January 1, 
1986,17.5 per cent interim rdief for the d^y 
in granting the central pay scales, as done 
by the Uttar Pradesh government, 27 days' 
bonus, and payment of all the eleven im¬ 
pounded instalments of the dearness allo¬ 
wances besides implementation of-the 
February 1987 agreement. 

As the new deadline fixed by the 
employees’ unions passed and there was no 
response from the government, the union 
leaders sat to chalk out their next course of 
action. While one faction of the BSNGEF, 
led by Yogendra Sin^ wanted to go on strike 
immediately, the other faction, led by 
Ysgeshwar Gope preferred to ^ the date for 
December 18 next. Ultimately BSNOEF with 
its 65 constituent unions and claiming the 
backing of five lakh NGEs out of the total 
of 7.12 lakhs, decided to go in glone and 
struck work from September 6. Though the 
strike was a success from the beginning the 
government remained uiimoved partly 
because it believed that the strike woidd not 
last much longer since the >fogeihwir Oope- 
led faction of the NOEs v»a still on work 
and normal work in thestate secretariats was 
going on and partly because it thought that 
with the festival season just round the cor¬ 
ner, the employees could not afford to re¬ 
main without salary and hence would be 
tempted to'return to work. 


GOVERNMENTS RESPONSE 

Consequenriy, instead oftryiag to seek a 
negotiated settlement with the striken the 
government proceeded to issue advertise¬ 
ments on the front pages of newspapen, 
reminding the employees of the fwthcom- 
ing festivals: "vrill you not buy new dothes 
and sweets for your family?" Other adver¬ 
tisements compared the minimum pay 
received by government employees in Bihar 
with those in sutes like West Bengal. Runil 
Nadu, Orissa and Rajasthan, to shw that 
the Khar goverrunent employees were 
among the higher paid ones in the country. 
Another advertisement stated that while die 
state government’s own income was only 
Rs 1,677 crore it had to spend Rs 1,430 crore 
on salaries and allowances of its employees 
who formed just one per cent of the statefs 
population. Yet another pointed out that 
while the sutds per capita income was only 
Rs 509, the minimum income of a govern¬ 
ment employee in Fatna was as much as 
Rs 921. Even as the employees' union made 
the offer of withdrawing the strike on a give- 
and-take basis, the government came out 
with an advertisement which said that the 
states resources were limited and so even the 
formula of give-and-take meant sacriricing 
development works. 

As mote and more employees joined the 
strike and the situation deteriomt^, the op¬ 
position and dissidents in the Ct^ressd) 
determined to capitalise on the issue; in¬ 
tervened. /agannaA Mishra openly criticised 
chief minister Bhagwat Jha Azad for drif¬ 
ting and asked the high command to inter¬ 
vene. Opposition parties also extended their 
support to the strike by forming a ‘Joint 
Opposition Co-ordination Committee* 
(JOCQ under the leadreship of veteran 
opposition leader (Janu Party) Kapildeo 
Sitigh. Alarmed at this after 34 days of strike 
chief minister Azad set up a cidiinet sub¬ 
committee on October 10. consisting of the 
agriculture minister Sidhodiwar Prasad, the 
health minister Dilkeshwar Ram, water 
resources minister Lahtan Cboudhwy, and 
two other ministers, to look into the matter. 
But as events turned out the sub-committee. 
adiievcd nothing. In fact by its short-sighted' 
and unrealistic actions—for instance offer¬ 
ing a lump sum of Rs SO crore as interim 
rriief whkA came to around five per cent as 
against the danatul of 17.S per cent—it ftv- 
ther strengthened the striken* resolve to con¬ 
tinue the stir. 

Meanwhile; the Uttar Pradesh govern m ent 
announced central pay scales for its em¬ 
ployees. This ftirther boosted theemidoyees* 
momle and made the matter worse hr the 
state government. And, as thc-SOjODOgaaet- 
ted officers and the other faction of the 
MlEs under the batuier of 'Tbadiert. 
Bnpioyees and Officers Joint Co-oriliaatian 
Committetf alto struck work ftopi the first 
wedc of November the entire government 
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The oppofltlon parties forthcr mounted 
their campaign as the JOCC announced its 
intention of holding 'Bihar bafidh’ on 
November 3 to coincide with the prime 
minims visit to the state. And as tlie bandh 
Kirtied out to be total and prime minister’s 
visit was canceled at the last moment, osten¬ 
sibly due to the coup attempt at the Maldives 
the strikers’ morale was further boosted. 
Opposition leaders George Fernandes and 
V P Singh rushed to Patna to addms a 
mammoth rally'of the NGEs and used the 
opportunity to scathingly attack the Con- 
gKSsd) government both at the centre and 
in the state. 

BiH the state government continued to re¬ 
main inactive and the strike funhcr lingered 
on, with the warring parties, i e, the govern¬ 
ment and the employees' organisations 
engaging themselves in some sort of a 
statistical war. To denounce the NGEs’ 
demands as illegitimate the government 
claimed that the 8.11 lakh NGEs were 
already getting interim felief at the rate of 
IS per cent, costing the stale exchequer Rs 
105 crore annually and their demand for an 
additional 17.5 per cent would mean a fur¬ 
ther annual bur^n of Rs 100 crore. It fur¬ 
ther claimed that the release of the eleven 
impounded instalments of the dearness 
allowance, as demanded by the NGEs, would 
cu.st the exchequer Rs 443 crore and the gram 
of central pay scale another Rs 240 crore 
annually. 

On the other hand, to prot« the'legitimacy 
of their demands the employees’ organisa¬ 
tions countered the claims of the government 
by asserting, firstly that, the state govern¬ 
ment’s figure of 8.11 lakh NGEs was a misie- 
preisentation as it did not take into account 
the vacant posts and actually the state had 
only 7.12 lakh employees. On this basis they 
claimed that the grant of central pay scales 
would not cost the government more than 
Rs 210 crore. Kapiideo Singh, the JOCC 
president went a step further and claimed 
that the actual burden of the central pay 
scales would not be more than Rs 126 crore. 
In any event, the_NGE leaders claimed the 
state government had already earmarked a 
sum of Rs 240.47 crore in the budget for the 
yem 1988-89 for paying the enhanced scal^ 
to its employees. This was countered by tlm 
government by declaring that it had already 
spent much more than the earmarked sum 
in 1987-88 and so it had no relevance for the 
currait year. The NGE leaders further claim¬ 
ed that as the Ninth Finance Commission 
was scheduled to submit its report very soon 
it would take into account the increased 
burdoi of the state due to the grant of 
central pay scales to its employees and would 
accotdiogly allocate increased finances to 
the state a^ so the state exchequer would 
not be burdenedrThis was also contradicted 
by the government. 

As for the government’s plea of scarcity 
of lesouices to meet the NGE’s demands, the 
union leaders pointed out that if indeed it 
'was so then how did the Bihar government 
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Attitudes hardened on both sides as the 
government threatened to invoke the Essen- 
tiad Services Maintenance Act (ESMA) pro¬ 
visions and initiated tUsciplinary proce^ings 
against the striking employees. As the strike 
crossed the 70-day mark the NGEs decided 
to go on Jail bharo abhiyan (nil the jails 
campaign.) Finally, after more than 70 days 
of dithering and inactivity chief minister 
Azad decided to talk directly to the 
employees. This is what led to settlements 
with various factions of the NGEs, to end 
the strike. 


Disiurbing Questions 

The strike has given rise to many distur¬ 
bing questions. The first, of course, is 
whether an amicable settlement couldl not 
have been arrived at earlier and a poor state 
spared the colossal damage caused to it? The 
issues were clear from the very beginning. 
The Bihar government had promised to pay 
central pay scales and had constituted the 
Fifth Pay Revision Committee for this pur¬ 
pose. it was also clear from the very begin¬ 
ning that the committee would be recom¬ 
mending the central pay scales. TTue the 
committee failed to meet the deadline of 
August 31, '1987, but the government could 
have very easily extended the deadline by 
taking the employees’ organisations into 
confidence. But rather than doing that, it 
preferred to dither. Thus, it was the govern¬ 
ment which provoked the NGE to go on 
strike. That the NGE demand for central pay 
scales was a genuine one was also clear from 
the fact that in most of the Congress-1 ruled 
slates the NGEs were on central pay scales. 

The sAond major issue was the payment 
of interiiq relief at the rate of ten per cent 
of the basic pay varying from a minimum 
of Rs 160 to a maximum of Rs .300. Here 
also the example of the neighbouring state 
Uttar Pradesh must be cited where the 
government was paying the said interim 
relief to its employees. Thus when the Bjhar 
government promised to pay the central pay 
scales it was quite legitimate for the 
employees to demand interim relief for the 
period which had elapsed between the pro¬ 
mise and its fulfllnient. The third and fourth 
major issues were cash payment of the deven 
impounded dearness allowance and bonus 
payments on the central pattern. 

M these three issues were earily negotiable 
and were indeed negotiated in just two long 
sittings. In fact Azad himself said after the 
settlements: *') believe the issue could have 
been settled earlier”. It must have been clear 
from the very beginning for the government 
and the ruling party that with the general 
elections just round the corner they could 
not afford to invite the wrath of the NGEs 
who play a crucial role in every elections as 
presiding ofEcers. So sooner or later it was 
inevitable for the government to concede the 
NGE’s demands and thus ensure the support 


of the NGEs. Bulk chose to Hager over the 
natter. 

At i!k same time it must be asked of the 
employees* orgaaisatioiK particularly from 
the leaders whether it was fair on their part 
to give the call for the employees to go on 
su'iVe at a time when the state was reeling 
under the devastation caused by earthquake 
and floods? Could they not have watt^ for 
a mote favourable time to extract conces¬ 
sions from the government? In the exisiting 
circumstances faced by the state, a resort to 
strike was certainty not fair. 

But then this goes with the manner in 
which the state government employees’ 
movement all over the country has come to 
establish itself. Over the years the single . 
focus of their struggle has been the extrac¬ 
ting of more and more economic benefits 
for themselves from the government. While 
doing this the stale government employees’ 
organisations has never cared for the wider 
social problems faced by the society or the 
country. Neither have they launched any 
agitation over non-economic demands. In 
fact state government employees’ agitations 
at times have gone against the interests of 
other sections of the society. The recent 
strike by the Bihar government employeo, 
at a time when one-third of the state’s 
population is reeling under the havocs of 
earthquakes and floods amply reflects this 
fact. ITie NGEs did not even bother to think 
that their strike would mean stopping of the 
ongoing development works like building 
roads, bridges, houses, canals and so on and 
thus would throw out of employment 
thousands of labourers engaged in it. 

This is one reason why the movement of 
state government employees has failed to in¬ 
tegrate itself with the mainstream of the 
trade union movement of the country. The 
other and the more important reason of 
course is that by their very aims and aspira¬ 
tions the state government employees con¬ 
stitute a class distinct from even the organis¬ 
ed labour class and the basis of this distinc¬ 
tion is certainly not their being part of the 
white-collared labour class. The basis of this 
distinction is the fact that white the oigardt- 
ed labour class, despite the plethora of 
labour legislations and proliferation of 
labour unions, has to fi^t for its sub¬ 
sistence; the fight of the state government 
employees is not for subsistence but for com¬ 
forts and luxuries of life. Inspired and 
motivated as they are by the standard of liv¬ 
ing and the social status of the higher sec¬ 
tions of the government employees, their 
struggle is directed towards comiitg closer to 
these upper sections. The recent strike of the 
state goverrunent employees in Bihar thus 
symbolises the struggle of a comparatively 
weii-off class of society eager to catch up 
with a stUI more affluent class of the society. 

As the strike went on for two and a half 
months the state suffered on every front. For 
instance under the special Food Production 
Plan Rs 210 crore were to be distributed 
among the farmers by the end of December 
through the co-operative bodies. But until 
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November IS otdy Rs 5 crote had bent 
(Bttributed. The tucces» of the plan has thus 
become uncertain. I^milarly sowing of rabi 
crop was scheduled to begin from mid- 
November and one lakh quintal of rabi seeds 
was to be distributed for the same but until 
November IS, just S.OOO quintals had been 
distributed. Similarly, flood protection 
..works which are to be completed by the end 
M May every year are also gone in disarray 
as by the end of November the engineers are 
supposed to complete their survey of dif¬ 
ferent schemes and then idace them before 


the technical advisory oominiittee for sqy< 
proval b^oR they are sent for administrative 
approval following which budgeting is done. 

The 7S-day strike has caused damage in 
another way also as the revenue collection 
of the government is bound to get a setback. 
Ilie government's already small income is 
bound to dwindle further and consequently 
to cope with a greater budget deficit, the 
government would have to take resort to 
loans thus causing further strains on the 
state's already impoveririied economy. 


^nation gloves* is ,as AliSSHniMdIl 
phenomenon prompting an unprecedented 
explosion of new latet dipping capacity in 
south-east Asia. Examinatimi gtoves are 
known to provide some proteedm against 
the disease to the medical foalemky and, as 
a result, are selling fatter than all the wwld*t 
manufacturen can make them. A d i spoi aM e 
examination glove weighs around d gm com¬ 
pared to a surgical glovers wei^t which 
varies between 22 gm and 2X gm dcpendhig 
on the size. But the most striking aspect of 
the present boom is that among the various 
forms of processed NR. it it the prices of 


Implications of World Boom in 
Rubber Gloves 

Thnrian George 

The current boom in rubber gloves which has been triggered by 
the increasing incidence of AIDS may see an attempt by countries 


exporting natural rubber to break 

IT k aoommon experience among the major 
caporting countries of primary products 
(raperially plantation crops) that the benefit 
of value-added in the course of final pro- 
eesting/raanufacturing or marketing of the 
product concerned accrues to multinational 
corporations based in metropolitan coun¬ 
tries. 'lypkal cates are lea, cocoa and natural 
rubber (NR). For instance, a sizeable share 
of tea markm in the major consuming coun¬ 
tries (including India) is controlled by a 
handfol of multinationals. In the case of 
cocoa, not only do the multinationals have 
stakes in production but they also control 
the markets of Hnal products manufactured 
from it. 

The case of NR is illustrative. Among the 
various rubber products manufactured from 
NR, it i.<t the tyre sector which accounts for 
a major share in consumption ranging from 


into the product market. 

the oi^ii of the major NR-producing coun¬ 
tries. For instance, the US gloves market 
(which is the largest market for rubber 
gloves) is controlled by non-NR producing 
countries. 

From Ibble 1 it becomes evident that 
except Malaysia in the case of household and 
industrial gloves and China for the dis¬ 
posable rubber gloves no other major NR- 
producing country has a sizeable share in the 
largest gloves market. In thus connection, it 
is worth noting that China is a net importer 
of NR to meet the consumption require¬ 
ments of its rubber goods manufacturing 
sector. India is also exporting surgical gloves 
and during 1985-86 it exported 3I.85<) pieces 
of gloves valuing Rs 2,59,189. This is of 
course negligible when compared to 
Malaysia and other nporting countries. 

The present boom in the prices of dis- 


high quality latex concentrates (LC) which 
have spiralled upwards, pushing the 
prendum over the solid rubber to around 125 
Malaysian cents a kg during May, 1988. By 
June 1988, prices had gone up to the extent 
of $ 4.62’ per kg and by August prices had 
moderated to about S 4.29 per kg. At pre¬ 
sent it appears to have stabilised around 
S 3.50 to S 3 per kg. It seems that at the 
moment Malaysia has taken advantage of 
the situation not only by eslnblishing the 
largest examination gloves manufacturing 
capacity but also as the leading exporter of 
IjC. Tkble 2 illustrates the point. 

One of the important points to be noted 
here is that though Malaysia is the largest 
exporter of LC, of late; its domestic con¬ 
sumption of LC has gone up considerably 
in an earnest attempt to take locational 
advantages by expanding its latex products’ 
manufacturing base.* This country also 
stands to save a considerable amount of 
freight charges by increasing its domestic 
consumption owing to a high water content 
in LC (around 40 per cent). 

Even though various attempts have been 
made to estimate the size of the examina¬ 
tion gloves market, it seems that there are 
no dependable data on the extent of inci¬ 
dence of AIDS except an estimate by World 
Health Organisation. 

On the basis of the WHO report various 
estimates have been made on the annual 


around 75 per cent in the US to 65 per cent 
in the EEC.' However, it is the major NR- 
importing countries such as the US, Britain. 
France and West Germany are the major 
exporters of both car and truck tyres.’ So 
for, none of the NR-exporting countries has 
een able to make a serious dent on the 
world tyre market controlled by the tyre 
multinationals and intoestingly, many of the 
tyre units in the NR-producing countries are 
established in collaboration with these 
multinational companies. Recently, in the 
case of few rubber products there are signals 
of change since the NR-producing countries 
are attempting to assert their comparative 
advantages though with inherent limitations. 
One such case is that of rubber gloves owing 
to certain developments in the health sector. 

BOOM IN GU)VES 

As in the case of other major ruU)er pro- 


posable gloves popularly known as ‘ex- global demand for examination gloves which 
TABLfc I: Sh ARL- or Major Exporters or Rubrer Gioves in US Market ouring 1985 and 1986 


(Per CmO 


Share of Major 

Exporters 

Household and 
Industrial Gloves 

1985 1986 

Suigical and 
Medical Gloves 
1985 *1986 

Disposable Rubber 
Gloves 

1985 1986 

Total quantity imported 
(in million pairs) 

77.83 

107.41 

100.63 

131.03 

969.33 

1680.05 

Malaysia 

36.60 

23.80 

11.00 

11.40 


— 

liiiwan 

26.80 

2.20 

54Ji0 

31.70 

2.20 

2J0 

Spain 

4.90 

— 

— 

— 

... 


France 

3.90 

7.50 



.... 

... 

Thailand 

— 

9.00 



.... 


Belgium 


— 

20.30 

2a30 

— 


Japan 

— 

— 

>0.40 

0.80 


— 

South Korea 

— 

— 

— 

— 

44.00 

53.60 

China 




.... 

34.50 

25.70 

hong Kong 

— 


— 


17A0 

15,90 

Others 

27.80 

28.00 

14.10 

8.80 

1.90 

2J0 

Ibtai 

100 

too 

100 

100 

too 

100 


ducts, a dominant share of the exports of Source. Complied from Ng Choong Sooi, Malaysim RuMer Xeview, fobruaty 1988, MRRDBt 


different types of rubber gloves ate outside p 57. 
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riins<it 4» Milioh to'A billiOH ptfn. la 
Midiyiia done a capacity of i biWon pairs 
per annum is due or on stream by the end of 
1988. One striking feature of the Malaysian 
examination gloves manufacturing industry 
is the large-scale involvement of multi¬ 
national companies who have close connec¬ 
tion, with either NR processing industry or 
rubber goods manufacturing industry as 
suppliers of essential inputs and machinery. 
Among the gianu who are in the arena, the 
leading names.are Pacific Dunlop Ltd’s 
Ansell international, Pharmaseal of Baxter 
IVavenol Laboratories Inc (Chicago), Baltex 
(Malaysia) of Hutchinson SA (France) and 
Thgas Satia of Harrisons Plantations. The 
installed capacity of these companies ranges 
from 2(X) million pieces to 1,000 million 
pieces per annum. These companies have 
also initiated collaborative agreements with 
Thailand and Sri Lanka for manufacturing 
examination gloves. From recent develop- 
ipents, it appears that though the multi- 
nation^s are lured by quick return, they will 
emerge as the market leaders in the long run 
owing to the very nature of their operations 
and well-established marketing arrange¬ 
ments in the importing countries. Apart 
from these countries, it is reported that 
China is also expanding its capacity to 2.25 
billion pairs per annum by increasing its pro¬ 
duction lines. 

Thus it appears that at present the new 
entrants in the field are gearing their efforts 
to step up production for meeting a steadily 
expanding market. Atleast for the moment, 
it is difficult to predict the saturation point 
since even the WHO estimate is based 
only on reported incidence of the disease. 
Therefore, it is plausible to anticipate a 
further increase in consumption as a pre¬ 
cautionary measure till a preventive method 
for AIDS is developed. 

INDIAN RESPONSU 

The Indian rubber goods manufacturing 
industry’s response is characterised by inertia 
due to a belated initiative. Even though more 
than SO units are reported to have been 
established during 1988, the export of 
examination gloves from India so far has 
been negligible. The government of India 
and its various agencies such as the Rubber 
Board and the Chemical and Allied Products 
Export Promotion Council (CAPEXIL) are 
encouraging the establishment of units 


htanufbeturing examination gloves. The 
CAPEXIL has submitted a detailed scheme 
to the government for the promotion of the 
examination gloves manufacturing industry. 
The summary of its main recommendations 
are the following: 

(i) The proposed manufacturing units 
Should be allowed to import the plant and 
machinery under (XiL with a maximum im¬ 
port tariff of 25 per cent against the present 
rate of 118.5 per cent. 

(ii) The ceramic moulds with the shape 
of human hands required for the manufac¬ 
turing should be allowed to import with a 
maximum duty of 25 per cent against the 
present rate of 112.75 per cent. 

(iii) For availing the Cash Compensatory 
Support (CCS) and NR subsidy scheme, the 
examination gloves should be treated on par 
with the surgical gloves. 

One of the problems to be tackled from 
the policy angle is that the surgical gloves 
manufacturing in India is reserved for the 
small scale sector while the capacities of the 
plants to be imported varies from 30 million 
pieces to 60 million-pieces per annum. At 
present, there arc more than 140 units 
manufacturing surgical gloves in India. The 
present line of thinking is that the proposed 
units manufacturing examination gloves are 
to be established in the Free Trade 2^nes as 
100 per cent export oriented units. However, 
in case the cstamination gloves manufactured 
in India do not meet international specifica¬ 
tions, the only option left to the manufac¬ 
turers is to sell the product in the internal 
market. Such a situation will create problems 
not only for the existing small scale units 
manufacturing surgical and medical gloves 
but also for the authorities. Thcrefoi^ while 
streamlining the procedural formalities suf¬ 
ficient caution has to be taken to cushion 
any such unforeseen developments. 

Among more than 25 quotations received 
from the manufacturers of plant and 
machinery from Taiwan, Japan, the US, 
Malaysia, the price varies from Rs 55 lalch 
to Rs 175 lakh depending on the capacity 
and other terms and conditions. A few sup¬ 
pliers have offered a package of services 
ranging from training to marketing of the 
product. It is estimated that the cost of 
manufacturing a piece of examination gloves 
in India varies between paise 40 to paise 50 
compared to the offered prices per piece bet- 


Table 3: Incidence of AIDS Repokted to 
WHO. Mav I9gg 


Country 

Cases 

Reported in 
May 1988 

Increases 
over One 
Month 

USA 

61850 

4005 

Haiti 

1374 

462 

France 

3628 

555 

West Germany 

1973 

67 

Italy 

1865 

246 

UK 

1429 

0 

Spain 

1126 

337 

Rest of Europe 

2472 

369 

Kenya 

1497 

553 

Zambia 

754 

218 

Zimbabwe 

119 

na 

Rest of Africa 

9104 

140 

Rest of World 

9512 

1420 

World Total 

96433 

8352 


Source: Same as Table 1. p 56. 


ween paise 80 and Rc 1 as per the enquiries. 

One of the major advantages for India is 
that the price of LC is remarkably lower 
(around Rs 30 per kg of d r c) than the 
current world market prices. Therefore^ it is 
possible that the firms which already have 
large latex processing capacity will stand to 
gain compared to those who have to pur¬ 
chase the same The consequences of an 
unbridled growth of new units may create 
disturbances in the internal market by fuel¬ 
ling a price spiral wldch will have its 
ramifications in other sectors of the industry 
also. Therefore, a balanced approach should 
consider the priorities of the internal market, 
the capability of the potential units in 
acquiring and adapting the new technology 
and thar ability to market the product 
among the major consuming countries. For 
the big business houses in India which are 
already involved in the industry, it will be 
relatively easier to market the product com¬ 
pared to the individual firms which have to 
depend either on agents or suppliers of [dant 
and machinery on a buy-back basis. 

Notes 

1 In the total rubber consumption of the major 
consumers, synthetic rubber, occupies a 
dominant position compared to NR. 
However, a major portion of NR consumed 
is accounted for by the tyre sector. For details 
see Tharian George K, 'International Com¬ 
modity Agreements: The Case of Natural 
Rubber’, in Socia/ Scienitri, April-May, 1M7. 

2 The leading car tyre exporters are Fiancei 
West Germafiy, Japan and UK. During 1986 
Japan was the largest exporter of truck tyres 
followed by France. For details, see, Rubber 
Siatistical Bulletin, IRSG, April 1988, p 40. 

3 Till June the LC prices were increasing at an 
unprecedented rate and thereafter the trend 
was towards stabilisation. For a detailed 
account see. Miles Moore, Rubber and 
Plastics News, July 25, 1988. 

4 The Malaysian consumption of LC has in¬ 
creased from 22,000 tonnes in 1981 to 35,000 
tonnes in 1987. 


Table 2: Nrr Exforts of LC. 1981 to 1986 


(Tbnnes) 


War 

Malaysia 

Indonesia 

Sri Lanka 

Thailand 

Liberia 

Total 

1981 

193500 

28100 

200 

Nil 

31600 

253000 

1982 

2O2S00 

36900 

1200 

400 

28200 

269000 

1983 

202900 

3S800 

500 

600 

26000 

266000 

1984 

219600 

36900 

700 

200 

34900 

292000 

1985 

230800 

33900 

700 

500 

33200 

301000 

1986 

244300 

43800 

300 

1900 

29000 

320000 


Source. Rubber Statistical Bulklin, IRSO, London, April 1988, p 19. 
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WORLD MONEY 


Dollar^s Troubles 


The dottar fell to a four-month low in the world forei^ exchange 
markets in October, prompting strong direct intervention from 
Kxntral banks. 


ON the world foreign exchange markets 
the dollar suffered severe losses in 
October, reversing the previous three 
months gains. The turn-round in the sen¬ 
timent was because of sharp increase in 
the August US trade deficit, signs of slow¬ 
ing down of the economy and absence of 
monetary tightening. The rate fell to a 
four-rnonth low, prompting strong direct 
intervention from central banks. 

The August trade statistics showed an 
increase in the US deficit to $ 12.2 billion 
from S 9.S tnllion in July, with imports ris¬ 
ing by 10.4 per cent to a record $ 39.^ 
biliion and exporu by 3.9 per cent. The 
forecast of a sizeably lower US economic 
growth of 2.2 per cent in the third quarter 
also contributed to undermining the sen¬ 
timent. The dollar fell by 6 per cent 
against the DM to DM 1.77 and by over 
6 per cent against the yen to about ¥ 126. 

With the interest rate remaining attrac¬ 
tive, the pound sterling' continued to be 
in demand from investors. The sterling 
gained strength, particularly after the 
speech by the chancellor of the exchequer 
in which he confirmed that a protracted 
monetary tightening could be expected in 
the UK economy. The chancellor’s admis¬ 
sion that the current account deficit is 
unlikely to improve significantly until 1990 
together with trends in monetary data 
gave hope to the market of higher interest 
rates. 

The Deutsche mark gained considerable 
strength particularly against the dollar as 
the German government has approved 
plans to exempt accrued intoest earnings 
from the 10 per cent withholding tax for 
three years, levying it instead solely as 
coupon payments. This would allow 
foreign investors to avoid the tax and as 
such triggered a rush to mark-designated 
investments. 


weeks from the effect of the weakness of 
the dollar. From a low of FF 6.4 in the 
last week of September the franc has risen 
by about 5 per cent to FF 6.1 per dollar. 
But the dollar’s weakness did not con¬ 


clusively beneRt the' cutfen^. 1^ 
European coroBary of dollar weaknm 
has been the firmness of the DM. In the 
result, th^ DM-franc rate pushed throi^ 
a level of 3.41. The fundamental factor 
behind the pressure on the franc has been 
the rapid growth of French GNP, in par¬ 
ticular growth of investment which had an 
adverse impact on the French trade 
account. Exchange rate changes (on an 
average basis) during the month and also 
relative to the position a year ago are given 
in Ihbie I. 

The short-term interest rates across 
countries firmed up, in keeping with the 


Table 1: Exchange Rate Changes 


Currency 


October September October 

IW7 198g 1988 

(Average of Middle Rate) 

Direction of Change in 
the Value of S Over the 
Previous 

Month .Year 

(Percenuiges) 

£/$ 


1.6636 

1.6846 

1.7373 

-3.0 

- 4.2 

$/DM 


1.798^ 

1.8652 

I.8f85 

-2.5 

+ 1.1 

S/Vfen 


143.13 

134.14 

128.84 

-4.0 

-10.0 

$/French franc 


6.0091 

6.3463 

6.2042 

- 2.2 

- 3.1 

$/Swiss franc 


1.4926 

1.5750 

1.5393 

-2.3 

+ 3.1 


Tabie 2: Euro-Dollar Defosit Rates, Three Months 


Currency 


End-October 

End-November Percentage 5^ria- 




1988 

1988 

tions over the 







Month 

US dollar 



8.6250 

9.4375 


■F 9.4203 

Sterling pound 



12.0625 

12.3125 


+ 2.0725 

Swiss franc 



3.8750 

4.8125 


+24.1935 

Deutsche mark 



4.9375 

4.9375 


— 

Japanese yen 



4.4688 

4.5313 


+ 1.3986 

ECUs 



7.6250 

7.7500 


+ 1.6393 


Table 3; Trends in External Vaiue of the Rupee 


Currency 


October 

September 

October 

Direction of Change in 



1987 

1988 

1988 

the Value of Re Over the 



(Averages for the Months) 

Previous 






Month 

Year 






(Hsreentages) 

S/Re Middle rate 

13.07 

14.48 

14.74 

-1.9 

-lU 

DM/Re Buying rate 

7.24 

7.75 

8.06 

-3.8 

-10J2 

lOOYen/Re Buying rate 

9.09 

10.74 

11.36 

-5.5 

-20.0 

£/Re Middle rate 

21.71 

24.39 

25.54 

-4.5 

r-15.0 


The Japanese yen appreciated to ¥ 125 
in relatHMt to the dollar having started the 
month at ¥ 133.6, reflecting largely the 
adverse sentiment towards the dollar as a 
chain of economic indicators suggested 
that the US Federal Reserve had little need 
to tighten monetary policy for domestic 
reasons. The steep rise in the value of the 
yen prompted the Bank of Japan to ease 
interest rates in many markets. 

Along with other European curraides 
the French franc has benefited in recent 


Table 4; Trends in Foreign Exchange Rate, Highest and Lowest 


Currency 

Month 

Buying 

SelUi 


Middle 

Highest 

Lowest 

Highest 

Lowest 

Highest 

Lowest 

US dollar 

October 88 

14.88 

14.56 

14.93 

14.62 

14.90 

14.59 


October 87 

13.12 

12.97 

13.17 

13.06 

13.15 

13.02 

Deutsche mark 

October 88 

8.40 

7.80 

— 

— 




October 87 

7.53 

7.10 





100 yen 

October 88 

11J5 

10.87 

— 





October 87 

9A2 

8.90 

— 

— 

— 

... 

Pound sterling 

October 88 

26.36 

24.71 

26.44 

24.79 

26.40 

24.75 


October 87 

22.46 

liM 

22.54 

21.34 

22.50 

21.30 
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' OF Rum 


Year 

(Average of Montiw) 

L'Re 

DM/Rc 

100 yen/Re 

S/Re 

1975 

^ I.B 

- 8.0 

1.7 

- 3.3 

1976 

15.0 

- 4.3 

6.6 

- 6.5 

1977 

+ 6.1 

- 5.4 

7.2 

+ 2.5 

r'978 

- 3.0 

- 7.7 

- 16.4 

-V 6.7 

1979 

- 8.8 

• 8.0 

+ 5.0 

4- 0.8 

1980 

- 5.7 

+ 2.5 

4- 6.9 

V 3.3 

1981 

+ 4.2 

tl2.9 

11.7 

- 9.2 

1982 

^ 6.1 

- 1.7 

♦ 3.4 

- 8.4 

1983 

+ 8.0 

- 1.5 

- 10 7 

- 6.4 

1984 

+ 0.9 

- 0.9 

11.1 

11.1 

1985 

- 5.3 

- 5.0 

- 7.7 

8.1 

1986 

13.3 

■ 27.7 

-30.7 

- 1.7 

1987 

12.9 

-19 5 

- 16.5 

- 2.7 

1988 

14.3 

-- 8.9 

-17.0 

- 5.4 

(Jan-October) 

(11.4) 

( 20.1) 

( 16.3) 

(4 3.6) 


Notr. Figures in brackets indicate corresponding variations in 1987. 


inflation rate and higher monetary expan¬ 
sion, giving rise to deflationary fears 
(Ihble 2). 

The value of the rupee seems to move 
only one way. down. Continuing the 
downslide during October the rupee value 
depreciated by about 9 per cent against 
yen, by about 7 per cent against pound 
sterling, around 8 per cent against DM 


TRUTH is always seen at an angle. 
Amnesty International Report 1988 has 
been prepared from the point of view of 
the human rights violations simpUciter. It 
makes no value judgment. Nevertheless, 
it presents a bird’s-eye view of the human 
rights situation all over the world which 
is truly a commendable and valuable 
contribution. 

Dictators and fascists always emphasise 
nationalistic and cultural difference bet¬ 
ween nations. The exclusiveness of 
‘patriotism’ is the smoke screen behind 
which they take shelter. For instance, 
Ayatholla Khomeini may say that the peo¬ 
ple in the rest of the world cannot and do 
not, understand the culture and ethos of 
the ‘Islamic’ people of Iran and. so, they 
do not have«ny legitimate right to com¬ 
ment on such punishments as stoning to 
death in public and amputation. But the 
methods which the authoritarian rulers all 
over the world adopt, remarkably coincide 


and by about 2 per cent against a weak 
US dollar. This is the steepest fall in any 
month so far in the value of the rupee 
since delinking of rupee from pound sterl¬ 
ing and its pegging to the value of a basket 
of currencies in 1975. In the current fiscal 
year so far the exchange rate of the rupee 
has depreciated much more than in the 
corresponding period of 1987 (Ihble 5). 


to retain their regime against the will of 
the people: Employment of ‘death 
squads’, enforced or ‘involuntary’ ‘disap¬ 
pearances’, torture in prison, extraction of 
confession under torture; unfair trials and 
so on. 

The introduction to the report says that 
the Amnesty International (AI) ‘seeks the 
release of men, women and children de¬ 
tained for their beliefs, colour, sex, ethnic 
origin, language or religion, provi^ they 
have not used or advocated violence! The 
proviso equates the resistance of the vic¬ 
tim with the violence of the aggressor. 
Consequently, no distinction is made bet¬ 
ween the Sandinistas and the Contras in 
Nicaragua, and their acts are lumped 
together for equal measure of condemna¬ 
tion. The upshot of such an indiscriminate 
stend may lead to rationalisation of the 
acts committed by a ruthless aggressor. 
Even the Indian Penal Code drafted by 
Lord Macaulay approves of violence in 


^fcnce. Mahatma Gandhi has said that 
if the choice is between surrender to ag¬ 
gression and counter-violence; he will 
prefer the latter. 

VioLAnoNS Cutting Across Social 
Systems 

Nicaragua, a liny country in Latin 
America has long bmn fighting a war of 
defence against Contras who ate trained, 
financed and armed by the United States 
of America. Against heavy odds, 
Nicaragua has honestly and sincerely at¬ 
tempted to retain and maintain human 
rights to the extent possible, which is in 
bold relief from American record agaiiut 
Nicaragua. Whenever excesses were com¬ 
mitted by the security forces, the 
Nicaraguan governmera has taken correc- - 
live action against the offenders. For ex¬ 
ample, in 1987, seven members of the state 
security police had been sentenced to 30 
years imprisonment by a military court for 
the murder of three people who had been 
abducted by them and secretly executed 
as suspected Contra collaborators. This is 
in sharp contrast to the action of America 
whose CIA Issued a manual in 1983 to the 
Contras, which consisted of detailed in¬ 
structions on how to carry out mutilation, 
extra judicial executions, etc. In 
Noveml^r. 1987, an Al mission visited 
Nicaragua. The report states: “The 
delegates met the Minister of the Interior, 
the Vice-Minister of Justice, the general 
prosecutor of the Sandinisu Armed 
Forces, the dirertor of the National Prison 
system, judges of the Supreme Court, the 
TPAS and the Managua appeals court 
and a wide range of non-government 
sources. The delegates were given 
unrestricted access to trial dossiers, and 
interviewed several prisoners serving 
sentences in the Centro Readaptacion 
Jorgo Navarro (Tipitapa Prison)!’ In this 
respect, it is worth recalling th^t the AI 
had several times sought the permission 
of the Indian government fo visit India, 
but the permission was never granted. 

The Hght between Nicaragua and the 
Contras is a fight between a Goliath and 
David, lb treat them on par, as the report 
seemingly does, will be a distortion of 
reality. Of course, this does not absolve 
Nicaragua of her re$por.sibility to preserve 
human rights to the maximum extent 
possible. And the AI has every right to 
castigate, nay, ought to castigate, 
Nicaragua if she deviates from the path 
of respecting human rights. 

What applies to Nicaragua applies to 
Angola and Mozambique even though to 
a lesser extent. They are forced to fight 
South Africa and her agents who cannot 
lay any claim to human rights. Obviously; 
there is no comparison between South 


Violations of Human Rights 

A Bird’s-Eye View 

P A Sebastian 

‘Disappearances’ is no monopoly of Latin American countries. 
India has her own share of ‘disappearances’ and extrajudicial 
killings. India too has vigilante groups called ‘landlord senas’ as 
elsewhere in the world. 
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; .* A3na« uid her supporters on one side and 
, douhtries Hte Angola and Mozambique 
'-on the other side. It becomes evident from 
the report, that despite grave provocations 
and danger to their survival as soveieign 
nations, both the countries have been sen¬ 
sitive to the issue of human rights and 
• have shown creditable restraint in their 
'■ own sictions against the enemy. 

The AI Report covers 135 countries 
apiead over six continents and the period 
of January to December 1987. There are 
Mrliamentary democracies, there are 
aodalist democracies’ and there are 
. downright autocracies. All of them have 
one thing in common. They distrust their 
oswi people. The governments are univer¬ 
sally instruments of violence and oppres- 
. don against the people. The report is a 
grim narration of inhumanity committed 
by human beings against human beings. 
Whenever the people raise their voice 
against the rulers, the armed forces swoop 
ikiwn on them and pick up tho<se who are 
vocal and articulate. The dissenters and 
. rebels are beaten with truncheons; their 
bodies are burnt; they are hung upside 
down; their genitals are squeezed with 
phers, if the victims are males; rods arc 
inserted inside the vaginas, when the vic¬ 
tims are females. Some of the most in¬ 
convenient ones are physically liquidated. 
The judicial system is abused; trials are 
a sham. The '.socialist democracies’ con¬ 
tinue their pernicious practice of sending 
political dissenters to mental hospitals for 
psychiatric treatment even though on a 
reduced scale. Which is an open affront 
to basic human dignity. 

Rac'iai Discriminaiion 

It is interesting to note from the report 
that the criminal judicial system in coun- 
‘ tries like America and Australia arc 
‘politically motivated’ and ‘racially bias- 
The report says that it “looked at 
evidence suggesting that the death penalty 
in practice was arbitrary, racially biased 
and unfair, despite the introduction of 
elaborate judicial safeguards following US 
Supreme Court rulings in the 1970$”. 

"Edward Earl Johnson, a black youth 
convicted of killing a white police officer, 
was executed by lethal gas in Mississippi 
on May 20, despite what his lawyers 
believed were ‘substantial doubts’ about 
his guilt. Further evidence in support of 
this claim emerged after the execution;* 

This is how racial discrimination 
tenaciously asserts itself even in the top 
echelons of American society; “In April 
the US Supreme Court gave a ruling in a 
.k^ case In which it was alleged that the 
application of death penally was 
discriminatory on grounds of race. The 
appeal, brought on behalf of a black 
! prisoner, Warren McCleskey. had cited a 


detailed study showing ^htit def^danis 
convicted of killing white victims in 
Georgia, especially black defendants, were 
several times more likely to receive death 
sentences than those in black victim cases. 
The study had taken into account a wide 
range of non racial factors!’ 

“The Supreme Court denied the appeal 
by five votes to four. The majority opi¬ 
nion acknowledged that the study indi¬ 
cated ‘discrepancy that appears to cor¬ 
relate with race’ but held that Warren 
McCleskey had failed to prove purposeful 
discrimination b>’ the decision-makers” in 
his particular case. The court suggested 
that racial discrimination in the applica¬ 
tion of the death penalty was a matter for 
enquiry by legislatures. These, it said, were 
“bmter qualified to weigh and evaluate the 
results of statistical studies in terms of 
their own local conditions and with a llex- 
ibility of approach that is not available in 
the country”. 

“Four of nine judges vigorously 
dissented, finding that the evidence show¬ 
ed a risk of racial discrimination in the 
operation of Georgia’s death penalty 
statute that clearly violated the constitu¬ 
tion’s and, in the words of one judge, wa.s 
intolerable by any standard!’ 

This is in spile of American Declara¬ 
tion of Independence which said ‘all 
human beings were born equal’ and a civil 
war to abolish slavery. 

It is said in the report that ‘deaths in 
cu.siody of aboriginals and Ibrres Strait 
islanders of Australia have been dispro¬ 
portionately high this decade in relation 
to the rest of the population’. In most 


oases c6fbne» hakb > 

of Individiuil aboriginal pdsonm lb ' 
natural causes or suicide. Many deceased 
prisoners’ families, however, have ques-' 
tioned the impartiality and thoroughness 
of official inquests and investigations and 
suggested that some deaths might have 
been the result of ill-treatment. What a 
parallel between the coroners of Australia 
and coroners in Bombay! The coroners in 
Bombay, too, attribute the deaths in police 
custody to natural causes and suicide The 
poor are cursed all over the world even 
though the Bible says that they are 
blessed. 

‘MisstNG’, IN India 

The part of the report, which deals with 
India, is quite well-documented and 
authentic as a summary of more elaborate 
reports which the AI has brought out on 
India. The happenings in India are 
representative of the happenings elsewhere 
in the world. At least in one respect the 
rulers of the world unite and express the 
universality of human nature! ’Disap¬ 
pearances’ is no monopoly of Latin 
American countries. India has her own 
share of ‘disappearances’ and extrajudidal 
killings. The report says; “... In Meerut 
in Uttar Prade.sh, dozens of people were 
alleged to have been killed by the 
predominantly Hindu Provincial Armed 
Constabulary (PAC) in May after com¬ 
munal violence between Hindus and 
Muslims. According to eye witnesses, the 
PAC arrested several hundred Muslim men 
on May 22 (1987) and drove them to the 
Upper Ganga Canal, near Muradnagar, 
where they shot several dozen and threw 
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itictK d«ni<Kl the aiiegatloiu. but 32 of 
those arrested 'disappeared'. Next day, 
members of the PAC were alleged to have 
gone on a rampage in the village of 
Maliana. near Meerut, shooting unarm¬ 
ed men, women and children indiscri- 
"minately. Some 80 bodies were later 
found. Five others were alleged to have 
died in custody as a result of beatings.. 
Extr^udidal killings often camouflaged 
as 'encounters’ are fairly widespread in 
India. One of the instances in the report 
is from north-east Ipdia, where army per¬ 
sonnel have shoot-tp-kill powers and im¬ 
munity against prosecution under the 
Armed forces (Special Powers) Act in 
‘disturbed areas’: “In Manipur, 14 people 
in Oiiuun village^ near the Nagaland 
border, were killed apparently in reprisal 
for an attack on an army camp in which 
nine soldiers were kilted. The army said 
that the villagers were killed in armed 
clashes with soldiers but Manipur state 
government accepted allegation by local 
civil liberties groups that the 14 had been 
unarmed and were deliberately killed.” 

INDIA'S Vigilante Groups 

India, too, has vigilante groups called 
‘landlord senas’ as elsewhere in the world. 
They are active in places like Andhra and 
Bihar. Such groups are often organised 
and maintained by the police. Otherwise, 
they function in close collaboration with 
the police. They killed 3 civil liberties 
activists in Andhra and massacred many 
agricultural workers and political activists 
in Bihar. The A1 Report shows that, in 
almost all Latin American nations, there 
are such vigilante groups who carry out 
assassinations and massacres on behalf of 
the armed forces. 

The AI Report pointe out that the most 
persistent allegations of torture of 
political prisoners have come from Pun¬ 
jab: “Prisoners have reported being beaten 
white suspended from the ceiling with 
their hands tied behind their backs and, 
in some cases, being given electric shocks. 
They have claimed to have been beaten all 
over, including on the soles of the feet, 
and that they have had their tegs stretch¬ 
ed wide apart and chillies stuck up the 
anus...” 

The most widespread allegations of En¬ 
counters’ have alM come from Punjab. 
The Al Report quotes an Indian press 
report of December 10, 1987 in which a 
senior superintendent of police in Punjab 
said that “terrorists who have committed 
five or more than Hve murders were killed 
by the police after they were caught”. 

Inquiries into police excesses are seldom 
ordei^. When they are ordered, those 
allegedly responsible often fail to co- 


opentte. Thbreport cites an example: “... 
tte police in the north-eastern state of 
Manipur ordered an inquiry into reports 
that in early November 1987 two men 
from Tblloi village were taken to an army 
camp by the members of the Mahar regi¬ 
ment and Assam Rifles, stripped naked, 
soaked in petrol and set on fire—the vic¬ 
tims suffering third degree burns and 
broken limbs. But by the end of the year 
those named as responsible had failed to 
appear before the police; as the police had 
ordered, while the man leading the pro¬ 
tests about the treatment of the two men 
was arrested and charged with illegal 
possession of explosives.” 

One of the global methods of deflec¬ 
ting criticism, well known to officials, is 
to set up inquiries which never reach a 
conclusion or end as a whitewash. Amnes¬ 
ty International confronts examples of 
this technique so often that a few ex¬ 
amples must serve as illustrations. An of¬ 
ficial committee set up to investigate 
certain operations of the Indian provin¬ 
cial police in Meerut, ndrthem India, in 
May 1987 failed to make public any 
results. The contents of the committee’s 
report, which was leaked to the press, 
showed it had failed to investigate detailed 
allegations of ‘disappearances’ and 
political killings. In the United Kingdom, 
the results of an inquiry into three in¬ 
cidents of killings in 1982 of suspected 
government opponents in northern 
Iieland by the security forces had still not 
been made public by the government. In 
Israel and tlte occupied territories, an of¬ 
ficial enquiry into the interrogation 
methods of the Shin Bet (General Security 
Service), white revealing that the Shin Bet 
had lied to the courts over 16 years about 
methods used to extract conte^ons, sanc¬ 
tioned the use of ‘a moderate measure of 
physical pressure*. 

Advance of Human Rights Movement 

After presenting this ugly picture of 
what the governments around the world 
are doing, the AI Report draws the atten¬ 
tion of the readers to tlie advances made 
in the past 40 years after the proclama¬ 
tion of the Universal Declaration of 
Human Rights: “Ibday, unlike in 1948, 
there is a human rights movement that is 
genuinely worldwide. The Amnesty Inter¬ 
national, for example, now, has groups of 
members working in some sixty countries. 
More than a thousand other human rights 
organisations are campaigning for human 
rights. Some are local human rights 
groups, others are national, regional or in¬ 
ternational organisations. In every region 
of the world, courageous men and women 
have joined a movement united solely by 
the conviction that human rights are 


precious and must be protectedr 

“It is because of this worldwide human- 
rights movement that, more than ever 
before in world history, governments are 
exposed to the glare of international' 
publicity—the greatest weapon we have!' 

“It is easy to lose sight of how great an 
achievement this is. in 1934 more than 
30,000 peasants were believed to have been 
massac^ by the army in El Salvador; otn- 
side their country this was noticed by only 
a handful of specialists. Today even one 
death can set off waves of anger and pro¬ 
test worldwide. The torture and death in 
1987 of one student in Sooth Korea—Park 
Chongchol—led to publicity, followed by 
the arrest of police officers and the 
resignation of government ministers. It 
does not always happen but it can. And 
it means that no government can be cer¬ 
tain that it can hurt or kill its dtizens 
without massive publidty resulting!’ 

“The prindpte of international respon¬ 
sibility is bdng institutionalised, written 
into international law and confirmed by. 
practice. The Universal Declaration was 
followed by the International Covenant on 
human rights, and by even more spedfic 
instruments like the UN Convention 
against Torture, and Other Cruel, In¬ 
human or Degrading Treatment or 
Punishment. And almost unnoticed by the 
news media, the first mechanisms for en¬ 
forcement have b^un to operate Since its 
creation in 1980 by the UN, the working 
group on Enforced or Involuntary Disap¬ 
pearances has acted on more than IS,000 
cases of ’disappearances’ in over 40 coun¬ 
tries; in 1987 alone it intervened in more 
than 1,000 new cases in 14 countries!’ 

Appendix V to the report lisu those 
countries who have signed the UN 
documents on human rights and those 
who have not. India has not signed or ac¬ 
ceded to the optional protocol to Inter¬ 
national Covenant on Civil and Political 
Rights and Convention against Ibitore 
and Other Crud, Inhuman and Degrading 
Deatment or Punishment. This prevents 
Indian citizens from approaching direct¬ 
ly the UN bodies concerned. The US^ too; 
has not signed interiMtional covenant on 
Economic; Social arid Cultural Rights and 
Convention against Tbrtuie and (3ther 
Cruel, Inhuman and D^rading Deatment 
or Punishment. Still India and the US 
strike a moralbtic posture and daim that 
th^ are the largest democracy and the 
gmtest democracy respectively in the 
world. This emphasises the need for 
human rights organisations like the 
Amnesty International. 

Human rights organisations still have 
miles to go before they reach the goal 
where people respect each other’s ex¬ 
istence and dignity and do not encroach 
upon each other’s rights. 
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Price Reform: Acid Test for 
Gorbachev 

Abhljit Bhattacharya 


Mikhail Gorbachev faces a serious dilemma. On the one hand, a 
price reform is an immediate and dire need, as without it, 
perestroika would lose its meaning. On the other hand, such a 
reform may generate serious public discontent and resistance 
against perestroika. A viable compromise is yet to be found. 


ALTHOUGH Mikhail Gorbachev has 
managed to get his radical political and 
eoooondc reforms nidorsed by the 27th Rnty 
Congreu and subsequently by the 19th I^y 
Conference his most crucial test lies ahead. 
Hia radical economic reforms include: mak¬ 
ing enterprises economically accountable, 
with self- financing and seif-management; 
reform of planning and supply, finance and 
credit, labour remuneration and price for¬ 
mation. But the roost sendtive issue amongst 
them is the new pricing policy which is yet 
to be introduced. In a way, the fate of 
perestroika is now hanging over this issue. 
If the price reforms are not introduced in 
the immediate future the whole process of 
perestroika may collapse. 

Genesis of the Pkoblem 

The economic crisis that the Soviet Union 
has been facing throughout the last couple 
of decades is basically owing to the fact that 
the floviet economy lacks the link between 
effective demand and production. This pro¬ 
blem dems from the Stalinist model of the 
economy.- Commenting on Stalin’s role; Tina 
Dzokayeva wrote in Pnvda that “the plan 
as the expression of arbitrary command 
methods of management became the alpha 
and omega of the socialist economy**.' As 
a result, consumers* economic behaviour 
and their wishes were largely predetermin¬ 
ed by Oosplan's (Sute Planning Committee) 
dedsions. 

Despite the fact that socialist political 
economy envisages the vitality of commo¬ 
dity-money relations, money does not play 
in regulatory role in most of the socialist 
states. Due to the soft budget constraints of 
a socialist economy, availability of mote 
money in the bands of buyers does not lead 
to an increase in output unlike in a market 
economy (provided marginal propensity to 
save is less than one and below full employ¬ 
ment levd). In a centrally planned economy, 
flow of money supply is never organically 
.linked with the actual flow of commodities 
and hence individual consumption and sav¬ 
ing decisions are highly distorted. Excessive 
money supply into the hands of the popula¬ 
tion generates excessive purchasing power. 
Throughout the last couple of decades, the 
state In the Soviet Union and in other 
socialist countries has been trying to 


stimulate productivity by increasing money 
wages without raising the supply of con¬ 
sumer goods. So, increase in money wages 
was not always an increase in real income. 
In an interview the banker Vladimir Suvorov 
said that during the first half of January 
1988, the population of the Amur region had 
842.224 million roubles deposit in the sav¬ 
ings bank, which means almost a thousand 
roubles for every person (itududing new born 
babies). With a feeling of acute vexation, he 
said that a few years baclr he could have 
boasted of these statistics. But now the situa¬ 
tion is far from being delightful. Money has 
accumulated in the savings bank because 
necessary goods are not ayailable.^ 

Limitations of Centralised 
Pricing 

In the Soviet Union, the state could never 
successfully utilise commodity-money rela¬ 
tions towards inerrasing productivity (bar¬ 
ring a short span of time after the Kosygin 
reforms). On the contrary, increased money 
income resulted in public discontent because 
of proportional increase in length of queues, 
scarcity, black-marketing, etc. As a direct 
result of this, inflationary pressures mounted 
despite the remarkable ‘stability* of the retail 
prices shown in the offleial indices. The 
deputy director of the economics depart¬ 
ment of the USSR Academy of Sciences, 
Nikolai Petrakov told the West German 
magazine Der Spiegal, that Soviet 
economists were excessively conservative for 
a long time and believed that they could pre¬ 
vent inflation by price control. But, in fact, 
barring some agricultural products, the 
prices of industrial consumer durables, 
household appliances, home computers, or 
readymade clothes change constantly. 
Economists have not been able to keep them 
under control.’ Petrakov’s remark has con¬ 
firmed the validity of Hungarian economist 
Janos Kornai’s observation that as long as 
a country is at a low level of economic 
development, prices for most products can 
be easily administered. But at a higher level 
of development, however, an increasing part 
of production can be adr^stered only with 
difficulty.^ Similarly a Chinese economist, 
Li Ronxia, recently wrote in News from 
China that “prices of most coiiunodities 
were strictly controlled by the government. 
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especially central gov^mieht airf bectr^'- 
less realistic as all economic activities 
propelled by state plan and administrative 
means. Under China’s old price structure 
prices reflected neither the true value of the 
goods nor the relationship between their 
supply and demand”.’ 

After coming to power Gorbachev has in¬ 
troduced a new system of full cost-account¬ 
ing ikhozmschyot) and self-financing. Since 
the beginning of 1988, most Soviet enter¬ 
prises have been working under this new 
system. But at present, the whole economy 
is passing through a very confusing and dif¬ 
ficult phase when the utility of Khozraschyot 
and self-financing remains very much vague 
and contradictory. The reason behind this 
ambiguity is that the leit motif of Khovas- 
chyot and self-financing is increased pro¬ 
fitability which is unrealistic without a 
radical price reform. Unless and until cen¬ 
trally administered pricing policy is alter^ 
or in other words the rouble is given its 
regulatory role; there is little chance for 
perestroika to make a real breakthrough in 
the ailing Soviet economy. Gorbachev also 
understands the dire need of immediate price 
reform to save perestroika and has stated this 
very forcefully at the June conference of the 
Soviet communist party. 

Monopolisation of the Market 

Notwithstanding the belief that fixing 
cost-oriented prices should have been the 
first act of perestroika, the present Soviet 
leadership is reluctant to introduce it even 
now. Why? 

There is a general fear that decentralisa¬ 
tion of the pricing mechanism on the whole 
and spedficaUy at the current phase of acute 
shortages, may lead the price situation out 
of control. One of the most difficult hin¬ 
drances facing the leadership while introduc¬ 
ing free and contraaual prices is the existing 
monopolisation of the Soviet market. Reply¬ 
ing to a question by the correspondent of 
Savetskaya Rossiya N Chekhlov, the chief 
of the USSR Sute Committee on Prices, 
said that in the Soviet Union “enterprises 
enjtqr a 70 per cent monopoly in commodity 
production. A radical solution to this pro¬ 
blem is possible only by breaking this 
ihonopoly, creating some competition bM- 
ween producers, and increasing the manu¬ 
facture of various high quality goods**.* But 
this cannot be done within a short span of 
time; In the mean time, taking advantage of 
the shortage of raw materials and certain 
types of output, the monopolies could 
render little choice to the consumers uid 
force them to accept any output at hi gh 
prices. 

There is yet another difficulty for 
Goibachev in his attempt to introduce a flexi¬ 
ble pricing system in the Soviet economy. In 
the capitalist countries econometric 
methodology is used to hwestigate the func¬ 
tional dependence between price and quality 
of the commodities where market demand 
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detemiius ptict' But in • centrally, planned 
economy econometric investigation on the 
basis of buyers demands cannot be carried 
out to clarify the interrelations between 
quality and price owing to the fact that in 
shortage economy actual choices do not 
reflect buyers valuation of the difference bet¬ 
ween prices and quality of the com¬ 
modities.^ Petrakov openly admitted that 
the Soviet economists have no experience 
with flexible prices and do not know how 
the consumer will react. In Western coun¬ 
tries there is sufficient experience and 
sutistics, but not in the Soviet Union.' 

Monetary reform 

To malu the new pricing policy viable, 
some Soviet economists are proposing a 
simultaneous monetary reform. The purpose 
behind the monetary reform is to destroy the 
accumulated savings so as to tackle the pro¬ 
blem of excess demand created by forced 
savings. But as long as various spheres of 
the economy are functioning under a pre¬ 
dominant bureaucratic method (although 
now in a sophisticated way, say under the 
pretext of normatives, state orders etc), the 
monetary reform will only regenerate the old 
problems, this lime garnished by public 
unrest. As V Pelaumtrov noted, “under our 
conditions I think that a monetary reform 
is pointless. If the state did that it would be 
roughly like a housewife whose faucet burst 
and who goes about mopping up the water 
from the floor instead of turning the faucet 
off!” 

There is another important aspect of the 
price problem. It is a highly sensitive Issue. 
Probably, because of this reason Gorbachev 
is yet to decide about how to sell the new 
pricing policy to his fellow countrymen in 
spite of the fact that he repeatedly mention¬ 
ed the dire necessity for it. He and his col¬ 
leagues have assured the public that the new 
pricing policy would not be introduced at 
the cost of their standard of living. But 
Soltan Ozarasov, nead of the department of 
political economy at Moscow’s prestigious 
Institute of Economics sounds less presump¬ 
tuous while telling the Central Committees 
newspaper Sotsialistic/uskaya Industria that 
it is wrong to create an impression that 
nobody will suffer if prices are increased.**’ 

LESSONS FROM CHINESE REFORM 

The Soviet leadership should also be 
aware of the implications of recent price 
reforms in China where very similar eco¬ 
nomic reforms have been introduced. (In¬ 
terestingly. the recently introduced new law 
on state enterprises in China is strikingly 
similar to the new Soviet entopiise law in¬ 
troduced in 1987.) Sky-rocketing prices have 
become so unpopular amongst the C!hinese 
population that 80 per cent of the people 
questioned hi a survey indicated dissatisfac¬ 
tion owr the issue ahhough the price reforms 
were actually intended to solve the problem 
of over-centralised price management. Dm^ 


ing 1987. the national price inoex went up 
7,2 per cent. Prices of fresh vegetables rose 
by as much as 30 per cent and of meat by 
20 per cent iii China’s major cities. A survey 
by the State Statistical Bureau in<ficates that 
this has resulted, in a loss of real income for 
40 per cent of the Chinese population with 
15 per cent of them unable to make both 
ends meet. It is the sharpest price rise in 
China since 1949." There is no sign of it 
going down. Prices in the first half of this 
year were 13 per cent above the same period 
in 1987, 

PUB,L1C' SCEFIICTSM 

Knowing the situation in China and 
Poland, it seems that the Soviet public is very 
much sceptical about the assurances given 
to them by their leadership. Commenting on 
the letters received by the popular weekly 
Nedetya, economist A Ulyukaev opined that 
“the entire nervous .system of the contem¬ 
porary economy converges on a single sore 
spot—the problem of retail prices. Economic 
illness in latent. All there is on the surface 
is a nervous tic caused by existing, and even 
more so by proposed, price increases!’*' On 
the basis of the letters he came to the con¬ 
clusion that if a referendum on retail price 
changes were to be held, it would return only 
a 3-4 per cent vote ’in favour’. So Ulyukaev 
concludes that people should be influenced 
in favour of a price hike. He writes, "rational 
arguments, unless backed up by 
psychological reasoning, impotent against 
an interpretation of price reform as yet 
another attempt by ‘them’ (the leadership— 
AB) to set matters right at ‘our’ (common 
people—AB) expense’’. If the Soviet leader¬ 
ship succeeds in changing the mass psycho¬ 
logy ‘in favour’ of price hike, it will be the 
first incident of its nature in history! 

The fear of public unrest, possibly is mak¬ 
ing some Soviet economists hesitant to take 
a firm stand on the very crucial issue of 
decentralised pricing. Berause decentralisa¬ 
tion of pricing in a situation of acute shor¬ 
tages will undoubtedly invite a steep price 
rise which will ultimat^ affect the common 
people. At times, correct analyses of the ex¬ 
isting irrationality of the pricing system is 
concluded with highly contradictory and 
i«gue proposals. For example, A Komin,* 
first d^ty to the chairman of the State 
Committee on Pricing rightly suggests that 
prices must be flexible in order to react to 
the changing conditions of production and 
realisation.** This is possible only when the 
enterprises are given the right to determine 
the prices of their products in the market. 
But according to ftomin this cannot be ac¬ 
cepted because in that case the state will have 
little control over pricing. He however pro¬ 
poses a vague system where prices will be 
determined by actual production cost, simul¬ 
taneously taking into account the demand 
and supply situation. In other words, be 
wants a centrally administered, ’wonderful’ 
mechanism with stable and flexible pricing. 
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Present Dilemma 

There is an ideological factor which in the 
Soviet context is no less serious than any 
other rational economic argument. Tlic 
Soviet people have been taught so far that 
the socialist countries are inflation proof; 
that unemployment is an innate product of 
capitalism. Superiority of socialism over 
capitalism was sought to be proved mainly 
on the basis of these assumptions. But, at 
present, the drive for free market pricing can 
also give rise to all these problems of 
capitalism leading to a serious ideological 
confrontation that can ultimately bury 
perestroika altogether. 

So. here lies the most serious dilemma 
before Gorbachev. On one hand, a price 
reform (preferably coupled with a monetary 
reform) is an immediate and dire need, as 
without it, perestroika would lose its mcaO' 
ing. On the other hand, however, such a 
reform, if introduced in hear fiitura; may 
generate serious public discontent and 
resistance on the part of people againri 
perestroika and thus vrouid bring about a 
triumph of conservative forces over the 
reformists. A viable compromise is yet to be 
worked out. 
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REVIEWS 


Cost-Benefit of TNCs 

Bhabatcmh Datta 

IVansnational Corpurationi* in a Developing Country: The Indian 
Experience by John Martinussen; Sage Publications. New Delhi, 1988; 
pp 228, Rs ISO. 


JOHN MARTINUSSEN of the Roskildc 
University Centre, Denmark, made four 
trips to India between 1977 and 1988 for 
studying the effects of the regulatory policies 
of the government of India on the activities 
of transn'tional corporations. He prepared 
a report for restricted circulation in 19M and 
the present book is a revised version of that 
report. The information in the text and the 
tables relate mainly to the seventies, but, in 
some cases, the data have been brought up 
to 1983-84 and even up to 1986. Practically 
bU the major problems have been examined, 
the only major exception being that of the 
‘transfer prices’. IWo of the seven chapters 
are mainly descriptive. There are an Intro¬ 
duction and a chapter on The Host Coun¬ 
try’s Dilemma’ at the beginning. There are 
thm three analytical chapters on the balance 
of payments aspects, on transfer of resources 
and on the allocation of resources. A con¬ 
cluding chapter summarises the analysis and 
brings together the findings. There are three 
factual appendices and also three useful 
tables (which are additional to some thirty 
detailed tables in the text). 

The chapter on ‘The Host Country’s 
Dilemma’ starts with the presentation of the 
two opposite pulls and pushes—of the 
factors that make TNCs attractive to the 
developing countries and those that involve 
“great disadvantages and costs”. In 
enumerating the benefits—finance, high 
technology, management skills, marketing 
and distribution network, employment 
generation, etc—Martinussen makes the 
significant statement that in addition to the 
access of the TNCs to the international 
capital markets and financial institutions, 
they also “generate subsuntiai financial 
resources internally”. This may simply mean 
that the efficiency of TNCs creates large in- 
vestibie surpluses in the companies they con¬ 
trol. But there is also the fact that the TNCs 
very often operate with funds raised inter¬ 
nally in collaboration with their local part¬ 
ners. New issues by TNC-associated com¬ 
panies find a ready market inside the host 
country. Foreign control and foreign 
management do not thus necessarily mean 
foreign capital these days. This is a point 
which Maninussen could have taken up and 
elaborated, instead of saying simply that the 
actual inflow of capital may not be very 
large. 

The author is however careful to point out 
that the other benefits that are claimed may 
not be substantial. He hits at the main point 
when he says that the TNCs “may even, 


through their operations, bring about distor¬ 
tions in the host countries’ economics and 
reduce the effectiveness of national develop¬ 
ment programmes and other economic 
policies”. It is certainly necessary, as 
Martinu$.sen argues, to discuss the costs and 
benefits on a case by case basis. But it is also 
essential to take a whole view of the com¬ 
posite picture of an economy in which there 
are TNC-linked firms, purely indigenous 
firms, public sector units, independent small 
industrial units, small industrial units which 
are subsidiaries of independent or TNC- 
coniroiied large units, etc. They compete 
with one another in the factor markets and 
in the output markets. Defied case by case 
study can bring out the complexities of the 
position, while the aggregate picture shows 
the fundamental inter-relations. 

Martinussen does however advance some 
general propositions relating to TNC 
behaviour. First, the profitability considera¬ 
tion of a TNC is for the parent company or 
group and not for its branch or subsidiary. 
Every important decision is externally deter¬ 
mined. S^ndly, the objective is not a short¬ 
term maximisation of the profits of the 
parent group, but long-range maximisation 
and expansion. The host country has to 
choose its regulatory procedure carefully. 
TNCs cannot be entirely excluded and it is 
very difficult to quantify the benefii-ca.st 
surplus. In any case, it is necessary to 
distinguish between those cases where TNCm 
should be allowed to oirerate and those 
which should be reserved for domestic 
owners only. A major difilculty arises 
because direct investment is only one of the 
several forms of penetration by the TNCs. 

Martinussen draws two curves—one of 
TNC investment rising with increasing at¬ 
tractiveness and incentives above a minimum 
point of entry, and the .other of disinvest¬ 
ment, starting from a shut-down point. 
These curves are conceptually all right, but 
individual cases of TN<i withdrawal after re¬ 
maining in operation for some time require 
to be examined. In India, the FERA regula¬ 
tions become relevant, but the ‘dilution’ of 
foreign holdings has been due not to decline 
in interest, but to legislattve compulsion. 
Besides, dilution has not in all cases meant 
a sell-out or withdrawal, but reaching the 
prescribed ratio by increasing the volume of 
domestic capital through new issues. And 
there is the fact that FERA can control only 
TNC involvement through direct capital in¬ 
vestment. The other forms of involvement 
call for different types of control. 


FERA AM) TNCs 

After a neat and fair presentation of what 
may be called the general case, Martinussen 
devotes two chapters on the Indian policies 
affecting TNCs and on the implementation 
and administration of these policies. These 
two chapters are mainly descriptive; but are 
enriched by a historical view of the evolu¬ 
tion of controls. An important case was that 
of the oil refinery agreements which involved 
many questions, including that of the prices 
to be paid for imported crude oil. Mar¬ 
tinussen makes the important point that the 
Indian public sector investment in the 
energy, transport and communications 
thou|^ not meant to attract foreign capital, 
provided the infrastructure which the TNCs 
found attractive. There is here also a brief 
reference to the question of technology 
import. 

The most important policy instrument of 
the govenunent of India was FERA which 
came into effect from the first day of 
January 1974. The author not only describes 
the FERA provisions but also compares the 
coverage of the related laws including the In¬ 
dustries (Development and Regulation) Act 
of 1951 (IDRA) and the MRTP Act of 1969. 
A neat ‘Venn’ diagram brings out clearly the 
complementary and overlapping coverage of 
the FERA, the IDRA and the MRTP Act. 
The regulations relating to collaboration and 
joint ownership are also lucidly explained. 
The chapter on implementation gives a clear 
outline of the administration of the FERA 
provision regarding the processing of ap¬ 
plications for permission by the various 
authorities and then describes the provisions 
with their alternative categories. There are 
ubles showing the numbers of applications 
received and disposed of. the number of 
directives for dilution, and the position at 
the end of 1982. Some cases, like thkt of the 
pharmaceutical companies, are discussed in 
detail, including an account of the internal 
opposition. 

Another case discussed in some detail is 
that of Hindustan Lever. In regard to the 
TNCs in general, it is noted that the rigours 
of the law were avoided through de facto 
expansion of capacity (in the name of new 
technology), production in excess of licensed 
capacity, operation through collaboration 
with companies not covered by the MRTP 
Act or FERA. Martinussen gives an instruc¬ 
tive table showing 20 cases of TNC-affiliated 
companies producing more than double 
their licensed capacities. The teble relates to 
1979. More up-to-date Information would 
have been welcome and it could have been 
^own how the government was prevailed 
upon by powerful pressure groups tc 
h^timise the illegitimate excess production. 
After an examination of the loop holes in 
the control system, Martinussen comes to 
.the conclusion that “the industrial approval 
system has not in any significant way 
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restricted the expansion and activities of the 
TNC-afliKated companies''. This conclusion 
is fortified b>' the observation that 'political 
will has fluctuated, to say the least, when 
it came to implementing the stipulations 
contained in the acts and policy statements". 

Balance of Payments Impact 

A full chapter examines the impact on the 
balance of payments. The changes in the rate 
of foreign direct investment are taken up in 
the chapter that follows and the discussion 
here is mainly on two problems—the profit 
and other remittances by the TNC-affiliates 
and the foreign exchange earning and expen* 
dilutes of these companies. The remittances 
abroad comprise profits, dividends, royalties, 
technical fees and interest, in 1969-70, the 
largest component of all remittances all 
private sector companies was dividends, the 
share being 43.3 per cent. In 1971-72, the 
share had gone up to 48.2 per cent. Since 
then, the percenuge share fell steadily up to 
1980-81 and sharply after that year, in 
I983-84, the share was only 12.3 per cent. 
Over this period, the technical fees temitted 
abroad increased from 18.1 per cent of the 
total remittances in 1969-70 to 62.2 per cent 
in 1983-84. The share of direct proflt remit¬ 
tances fell from 17.6 per cent to 4.0 per cent 
over this period. The share of interest re¬ 
mained around 17 per cent. 

This shows that the TNCs were getting 
their returns from IntUa mainly in the form 
of technical fees and not of profits or 
dividends. The decline in the share of pro¬ 
fits and dividends became perceptible after 
the FERA-imposed dilutions began to take 
effect. Between 1960-70 and 1983-84, pro- 
Ht remittances increased only from Rs 12.7 
croreto Rs 20ctoie and dividend remittances 
from Rs 31.4 crore to Rs 62.1 crore. But 
technical fees remitted rose from Rs 13.1 
crore to Rs 314.9 crore, rpyalties from Rs 5.8 
crore to Rs 27.6 crore and interest payments 
from Rs 9.3 crore to Rs 81.5 crore. Mar- 
tinussen also shows that in the early seven¬ 
ties, the profitability ratios of 537 foteign- 
controlled rupee companies were nearly dou¬ 
ble the comparable ratios for 2,275 Indian- 
controlled companies. It has to te noted that 
profits are calculated after the payment of 
technical fees. There wete years when there 
were sudden large changes in dividend pay¬ 
ments, Martinussen holds that possibly there 
wete attempts to get a part of the capital 
repatriated through high dividends. 

The remittances are only a small part of 
the total foreign exchange outgo of the 
foreign-controlled companies. TTie most im¬ 
portant element is the payment for imports. 
In 1980-81, 313 foreign-controlled rupee 
companies spent Rs 458 crore in paying for 
their imports. This was 864 per cent of their 
total foreign exchange outgo^ the combined 
share of royahies, technical fees, interest and 
dividends being only 13.6 per cent. It also 
appears that the dependence of these com¬ 
panies on imports is substantially greater 
tlwii of other companies. 


The other side of the question relates to 
the foreign exchange earnings of the fbreign- 
afniiates. The availabte data show that their 
performance in the field of exports has not 
been better than that of the Indian-con¬ 
trolled companies. What is more directly im¬ 
portant is that the imal foreign exchange ear¬ 
nings of the foreign afniiaies were less than 
their foreign exchange expenditures. In 
1980-81, for example, the foreign exchange 
earnings were Rs 369 crore, while the outgo 
was Rs 531 crore, resulting in a net outflow 
of Rs 162 crore. The author has also shown 
that the British and West German affiliates 
recorded a positive balance, while the US- 
affiliates created a net burden on the balance 
of payments. There was of course the fact 
that the foreign affiliates were generally 
technology-intensive and therefore required 
more imports. But what matters is the tout 
effect and this has been disappointing, 
despite the fact that some foreign-controlled 
companies got themselves declared as export 
houses with their special privileges. 

The impact ot the regulations on the en¬ 
try and exit of foreign capital has been 
studied in a separate chapter entitled 
■ Transfer of Resources’. The large increases 
in foreign investment in India before in¬ 
dependence came often from the re-invest¬ 
ment of profits earned in India. There was 
a period of disinvestment of foreign capital 
after independence, with Indian industria¬ 
lists coming forward to buy the British- 
owned equity holdings. It was expected in 
1974 that the dilution provisions of the 
FERA would mean substantial transfer of 
ownership of equity from foreign to Indian 


hands. This did not howerer take place ih 
all cases, for the required ratios (generally 
40 per cent) were attained by enlarging the 
volume of rupee shares, which could easily 
find a market in India. New flows of foreign 
direct investment declined sharply in 
1975-77, but after that there was a sharp rise 
followed again by a fall in 1981. Martinussen 
feels that this latter decline was mainly due 
to a change in the noode of direct investment 
by the TNCs from direct investment to other 
forms of collaboration. Some firms opted 
for winding up also. 

This leads to the conclusion that while 
FERA was ineffective in changing the cur¬ 
rent account of the balance of payments, it 
did affect foreign direct investment. At the 
same time, the total capital base of the 
foreign afTiiiates increased. The TNCs found 
the way to profit through collaboration 
agreements under which large royalties and 
technical fees could be charged. Between 
1975 and 1986, the number of foreign colla¬ 
borations approved increased from 55 to 130 
for Britain, from 39 to 183 for West Ger¬ 
many, from 13 to 39 for France; from 10 to 
58 for Italy, aqd from 23 to 111 for Japan. 
The major sectors were industrial machinery, 
electronics and chemicals. 

TFCHNOKKiv Transfers 

Alongside all this there were obstacles to 
the desired technology transfers. Mar¬ 
tinussen holds that some TNC suppliers of 
technology were afraid that the Indian im¬ 
porters would export the technology for in¬ 
creasing their exports in competition with 
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' tkepawnt contpahy’s products. The author 

So holds that on the whole the bargaining 
pwilon of the Indian licensees improved 
without affecting seriously the inflow of 
foreign technology. It would have been 
useful Ip get a fuller picture to show how 
far the new technologies were used for pro¬ 
ducing high-priority goods and how far only 
for introducing into the Indian market a 
wide variety of consumer durables and other 
consumption goods for the high-income 
brackets. India has imported technology for 
produdng not only colour television, but 
also for producing useless vitamin tonics and 
bottled soft drinks. 

The final substantive chapter deals with 
the effects of the regulations on ‘allocation 
of resources’. The discussion here comes to 
this question through an analysis of the lists 
of priority industries in which foreigh equity 
ihaics could be allowed to be more than 40 
per cent. The objective was laudable— 
designed for “squeezing out TNCs from 
consumer good industries and into capital 
goods and basic intermediate goods, parti¬ 
cularly those involving sophisticated 
technology”. Very logically, Martinussen 
asks two vital questions—first, whether the 
sectoral allocation of resources after FERA 
corresponded to the Indian plan objectives; 
and second, whether TNCs operating in 
India did actually tend to diversify their ac¬ 
tivities in line with the plan priorities. In 
regard to the first question. Martinussen’s 
table shows sharp decline in the percentage 
shares of foreign holdings in plantations, 
mining and services, while the share in 
manufacturing increased. Some of the 
changes are a continuation of the trend that 
bad started In 1948 and the changes'may not 
have been due entirely to the policies of the 
government. There was particularly the fact 
of changing relative profitability. In regard 
to the second question Martinussen con¬ 
cludes that "the new policies did contribute 
to set in motion a reallocation of TNC 
.resources in favour of core industries”, but 
here also the more important factor probably 
rras the corporate response to favourable 
bttstoess opportunities in there industries. 

The abore gives a rather inadequate pic¬ 
ture of the careful analysis based on a com¬ 
mendable collection of facts. It should be 
expected that the book will be read with in¬ 
terest by all interested in the subject. There 
are however one or two gaps or deficiencies 
which leave some crucial questions answered. 
The matter of manipulate ‘transfer prices’ 
is mentioned, but it deserved a full con¬ 
sideration. High prices paid (or recorded) for 
imported components would have toth 
domestic price-effects and baiance-of- 
payments effects. Low transfer prices for ot- 
poits would affect the foreign exchange ear¬ 
nings. The case of crude oil has been men¬ 
tioned. but the question deserved fullo' 
study. A few cases from the phamaceutical 
and drugs industry would have been instruc¬ 
tive. Secondly, though the purpose of the 
regulations was to divert foreign capital and 
collaboration away from coiuumer good in¬ 


dustries, there has been an expansion of the 
manufacture of many consumer goods bear¬ 
ing foreign brand names. 

Ii is a pity that though there are some 
tables whtch give data for 1984 and even for 
1986, in the main, the discussion stops with 
the developments in the seventies and in a 
few cases with the first two years of the pre¬ 
sent decade. In recent yean the FERA and 
MRTP regulations have been ‘liberalised*. 
The open general liegpee for imports has 
been expanded. Broadbanding has widened 
the ficid of collaboration arrangements. 
There could be an evaluation of all these 
developments on the different areas of the 
economy. A top-most level spokesman of the 
union government has recently said that 
middle class incomes have inctea^ and that 
the earners should therefore be provided 
with the goods on which they can spend. 
These would largely be goods produced by 

Managements 


TNC-linked Indlait'cbmpanie*. the lute- 
ment misses the important point tto if in¬ 
comes have increased, the right ptdicy would 
be to mop up the increaK thiough taxes 6t 
otherwise, for use in the d^opment 
process. 

The Field for TNCs has been widened and 
promises to be wider still in the co ming 
years. An examination of ail this fay a scholar 
of Matinussen’s ability has become urgent. 
Perhaps one can hope that there will be a' 
revised edition of the book soon, or, 
preferably, a new book from the author on 
the developments in the eighties. If 1974 wu 
expected to be a watershed, 198S is a new 
watershed. Opinions differ as to the 
character of this break. But opinion becomes 
meaningful only when based on a thorough 
collection of facts and impartial analysis. 
Martinussen's present work has raised high 
hopes about his next book. 

and Workers 


Sarath Chandra Davala 

Achieving Harmonious Industrial Relations by Abba Chaturvedi; Times 
Research Foundation, Pune, 1987; pp xiv + 216, Rs 125. 


ABHA CHATURVEDI, in her book at¬ 
tempts to take a ‘fresh’ look at the praaice 
of industrial relations in India, in the light 
of the experiences of six private enterprises 
which are supposed to have evolved har¬ 
monious industrial relations. The companies 
selected for the study are Ihta Iron and Steel 
Company, Jamshedpur, Dita Engineering 
and Locomotive Company Ltd and Kirloskar 
Cummins Ltd located in Pune, Godrej 
Soaps Ltd and Hoechst India Ltd located 
in ^mbay and lastly Ventures Ltd (a 
pseudonym). The author's intention is to 
analyse these success stories in older to gain 
insight into the essentials of healthy 
industrial relations. 

The author starts off with her diagnosis 
of the problems in industrial relations and 
provides a new definition to industrial rela¬ 
tions practice in India. "Industrial relations 
in India” she notes, "have been deteriorating 
and the cost of such deteriorations is ac¬ 
celerating”. The managements, having failed 
to comprehend the nature of this process, 
often attribute this malaise to over-protective 
laws, irresponsible unionism and d^enerate 
work ^hics. Such an attitude has only 
resulted in a deep sense of helplessness and 
resignation in tte organisations, which, in 
turn, has made the managements weak and 
thus lose credibility Wm-vIs their workforce 
The central problm in industrial relations 
tod^, asserts the author; is the Absence of 
trust’ and lots of credibility’ in the 
employer-employee idationihip. Thus, she 
redWines industrial rdatioiit praetke as "the 
proceu of restoring the leghima^ and 
efficacy of the management’s call for col¬ 
lective effort”. 

The book revolves around the idea that 
organisations ought to have a clear 


philosophy, i e, commitment to a set of 
values and that their systems, policies and 
genetai approach to problems, particularly 
in personnel matters, should flow from this 
philosophy, in addition to this, they should 
incorporate a human element in their ‘self- 
image* and treat industrial relations not as 
a mere strategy or a departmental function 
but as an ethos. 

The author provides two modeii thm ex¬ 
plain the orienution of the oiganisations 
towards peofrie and the unions respectively. 
The organisation’s general approach to 
people—their needs and aspirations, and 
how it deals with problems rdated to them, 
pliQrs a crucial role in shaping iu industrial 
relations. Organisations, in general, are 
grouped into three categories in terms of 
their orientation to people. They may treat 
people as: 

(a) Incidental to the organisations, in which 
case the emphssis is on costs; 

(b) Integral to the organisations, in which 
case rhe emphasis is on what they can 
contribute; 

(c) Central to the organisation, wherein the 
thrust is on the human well-bdng. 

Referring to instances in the cases under 
study, the authm states that all of them hove 
moved away from the first category, while 
only TISCO has matured into the last 
category. 

Similarly, with r^ard to the manage¬ 
ment’s an»oach towards uaioni, the author 
provides a model to ex|riain the Ufe-eyde of 
union-management idationship. The model 
consisu of three stages: OenU-lblcnnoe- 
Acceptanco She argues that "in every 
organisation the entry of a union is marked 
by conftontation, su^don and taosdUty”, 
after which the dtuation graduaUy moeas 
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1880<1<)80 by Meera Kosambi; Almqvist and Wiksell, Stockholm. 198$; 
distributed in India by Orient 1 ongman; pp 203. 


towards the lecmd stage, wbenda a guarded 
relationship is niaintained. On crouing the 
second stage organisations gradually mature 
into the last stage wherein the relationship 
is based on mutual trust, acceptance and 
support. Predictably, all the six cases have 
moved away from the first stage, although 
Ventures Ltd is still struggling between the 
first two stages. TISCO has reached the last 
stage. 

The problem with such models is that they 
oversimplify the phenomenon. Such models 
are of hardly any help in'understanding the 
world of industrial relations which is highly 
volatile and dynamic in nature. The case 
material is presented within the above 
moulds. The author has not looked deeply 
at the issues, as a result of which her con 
elusions seem superficial and are not basec 
on her field data. 

in the chapter entitled, ‘Systems and 
Policies' the author has compiled data on 
various practices and systems adopted in 
each of her cases. The data on welfare 
schemes is particularly comprehensive, and 
a practicing manager will find it informative 
and useful. The author, however, fails to 
analyse the implications of the different 
policie.s. 

in the last chapter entitled. ‘The Cultural 
Roofings of Industrial Relations’, the author 
attempts to ‘theorise’ on how the cultural 
moorings of an Indian worker influence his 
perceptions at the workplace. The caste 
hierarchy, she argues, which is deeply 
ingrained in the Indian psyche, makes a 
person more role-oriented than goal- 
oriented. Further she adds that inflexibility 
towards roles is a cultural feature of Indian 
society. Sociologists would express strong 
reservations about such conclusions. Many 
sociological studies have shown how the 
Indian worker compartmentalises his life 
between his community and the workplace, 
adapting himself to the divergent value 
systems. 

The major shortcoming of the book is 
that the field data, particularly, the 
behavioural data is very thin and sistchy. 
The data b interspersed in the text in such 
a way that the reader fails to get the feel of 
each company, its character and how it has 
struggled its way through, to iu present state 
Very often, the author presents verbatim 
reports without mentioning the name of the 
company. On the whole the study lacks 
depth. 

Secondly, the author seems too pre¬ 
occupied w^ success stories, and as a result 
totally by-passes the areas of conflict, 
dissatisfactions and resentments. Understan¬ 
dably, using the original names of the com¬ 
panies has had an inhibiting influenoe on the 
author. The ‘self-images’ of the companies 
described in the text read more like company 
odvertis^ent copy: Lastly, the book is 
rqdcte with cUchm on humanism in in- 
,dustiy, and the reader oltm wonders if there 
is anything new in what the author is saying. 


BOMBAY in Jivnsition is a fascinating 
study of the iiansition of Uumbay from a 
colonial to a post-colotiial city and exempli¬ 
fies the changes that have been experienced 
by many of the third world cities which were 
the products of colonial urbanisation. The 
study is made against the theoretical back¬ 
ground of the distinction between colonial 
and traditional cities. The author feels that 
the Indo-British ports, of which Bombay is 
a good example, were the best lepresentatives 
of the generic colonial city. The study spans 
a period of a hundred years which en¬ 
compasses the colonial and post-colonial 
phases. It is confined to Bombay city; hence 
the suburban a teas in Salsette are not inclu¬ 
ded. The analytical sections are largely based 
on the excellent census data available for 
Bombay; fortunately the earlier census data 
include information with respect to ethnic 
characteristics for the urban sub-areas. The 
land-use data of 1979 arc also utilised of 
identification of functional areas. 

The historical evolution of the city 
resulting in a spatial pattern characterised 
by a well-defined nucleus, residential 
segregation and the evolution of pre- 
industrial suburbs are dealt with in detail. 
The concentration of functions leading to 


the emergence of Bombay as a primate city ' 
and the post-independence trends focus ont^s 
attention on the processes of change in 
colonial cities. A number of photographs of. 
various landmarks in Bombay at different 
periods serve to visually highlight the 
changc.s. 

The sections on ‘Factorial Social EcolOf^ 
of Bombay’ and ‘Comparisons over Time 
and Space* are important and very usefiil to 
a serious researcher. In using the techimtua. 
of factorial ecology, the author draws atten¬ 
tion to the problem which is faced by dl 
researchers handling time-series data—lack 
of comparability of data. Due to these con¬ 
straints the author uses three .sets of data to ' 
bring out the changes in the factorial cctrit^ 
of Bombay city. A large number of mapaaiv ^ 
used to illustrate this section. A comparigon - 
is made of Bombay with other colonial poft 
cities and the author briefly touches on the 
outward growth of Bombay. 

The author provides a key to the sections, 
in the write-up and key maps are included - 
which aid in the easy identification of 
localities. 

Meera Kosambi’s book is a valuable addi¬ 
tion in the field of third world urbanisation, 
and is a must for a researcher in this Add. 
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Please mark the envelop "PO Application". Applications received after 31st 
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Country-Town Nexus and Agrarian Mobilisation 

Bharatiya Kisan Union as an Instance 

Dipankar Gupta 

Many perspectives and analytical opinions can contest for supremacy within the frame of r^erence of the country- 
town nexus. This is the strength of this frame of reference. It compels us to think analytically as it draws attention 
to conflict, integration, struggle and change. It also reminds us that the issues of the fifties are over. 

While the Bharatiya Kisan Union’s hyperlocalism, its distance from political parties and the undifferentiated 
nature of its peasant base may make it appear similar to many pre-independence peasant movements, yet a closer 
look confirms that the altered nexus of contemporary India has left its imprint on Tikait’s organisation too The 
farmers’ movements of today, whether in west UP or in Maharashtra or in Karnataka, are also conscious of the 
changed character of the country-town nexus and that is why the demands of these movements are never single¬ 
pronged but multi-pronged, not just remedial but prospective too. 


THIS paper draws irom two established 
streams of social science scholarship. One 
is the scholarship on rural-urban interaction 
and change, and the other is the literature 
on peasant movements and agrarian mobili¬ 
sations. While both these themes have been 
enriched by studies of different locales and 
periods, we shall in this paper limit ourselves 
primarily to the post-independence Indian 
context. Our principal concern here is to 
sketch a perspective which would be sensitive 
to the crucial speciricities of contemporary 
agrarian m<d>ilisation$. In our opinion the 
problems that informed and lit the known 
approaches to rural-urban interaction and 
change are not quite the problems that con¬ 
front us tod^. If the specificity of our con¬ 
temporary problems is not to be compro- 
miskl by a tired and outmoded scheme we 
ipust be^n to thipk afresh for an alternative 
. frame of reference. 

Historians and sociologists concur that 
the peasant movements of British India were 
quite different from the kind of mobilisa- 
tkms we find today. While the rural-urban 
context rarely entei^ as an active considera¬ 
tion in the studies of pre-independence pea¬ 
sant movements, it cannot be overlooked 
even in a cursory examination of contem¬ 
porary agrarian inobilisations. Indeed many 
of these movements aggressively draw our 
attention to the altered nature of the rural- 
urban nexus. In order to emphasise the 
reality of the altered circumstances and to 
invite sociological attention in this direction 
we feel that the term ‘country-town nexus* 
would do better than ‘rural-urban con¬ 
tinuum’ or ‘rural-urban interaction’ or ‘great 
and tittle tradition’. These latter phrases are 
better known but they connote a world 
which we have, by and large, left behind. 

. Rural-Urban Studies: Signihcance of 
Our Inheritance 

Sodologists and anthropologists have 
been in the forefront of scholarly endeavours 
on rural-urban relationships, particularly in 
the context of change. Indian studies luve 
been particularly fortunate in this respect for 
some of the best scholars were attrEuted to 


this subject. M N Srinivas, Bernari Cohn. 
Milton Singer, Lloyd and Susanne Ruuolph, 
E Kathleen Gough, among several others, 
made sterling contributions in this field as 
well as in immediately contiguous ones. 

The set of issues that motivated these 
social anthropologists had a I9S0’s flavour 
about it. India had just become independent, 
survived the partition, and was setting out 
boldly to join the modern group of nation 
states under the charismatic leadership of 
Jawaharlal Nehru. There was of course the 
persistent drag in some ciicles that India 
would never change, not now nor ever. This 
variety of pessimism also had its advocates 
but the teal issue of the fifties was how 
effectively India could modernise its tradi¬ 
tional institutions and what kind of conser¬ 
vative reaction would such impulses to 
change invite. Economic, religious and kin¬ 
ship institutions were all subjected to intense 
scrutiny from a variety of value positions 
and the consequent literature is enormous 
and in gericral of a very high calibre. 

It is not as if these scholars were only 
motivated by a purely empirical thirst to 
describe the various moments of change. 
They were also putting forward alternative 
frames of reference which were full of 
exciting possibilities. They encouraged con¬ 
crete empirical research and at the same time 
challenged the hitherto regnant view that 
India was timelessly gripped by Ute ‘religious 
syndrome of backwardness* (Singer, 1972: 
p 40). Vivid documentation of India’s dung¬ 
ing villages had fm-reaching theoretical im¬ 
plications though these implications were 
not alwi^s anticipated by the authors. Even 
so the effect was tremendous. One of the 
best known and perhaps the most widely 
read book of this genre is VUtage India 
(Marriot (ed), 1955) which was first 
published in the mid-1950s to an immediate 
furore of attention. The works of the best 
minds were represented in that book and it 
gave a lasting credibility to mainstream an- 
thropologicai researches that set out to study 
social changes in a hitherto traditional 
society. 

In order to appreciate the breadth of the 
visu opened up by this variant of fifties 


scholarship one needs only to recall the vast 
quantities of work influent by colonialism 
and Eurocentrism which only saw India as 
an unchanging and unchangeable monolith, 
strapped and bounded by inscrutable and 
unbending traditions and customs. Conse¬ 
quently it did not matter which age India 
was transported to by well-meaning col¬ 
onialists, it would essentially always remain 
the same. It was no mean task to challenge 
this viewpoint especially as so many Indians 
were themselves voicing it from within with 
great fervour. It is also true that a variant 
of cultural nationalists reacting to British 
domination perhaps quite inadvertently legi¬ 
timised this process. Their shrill chauvinism 
which harped only on the grandeur of 
Indian tradition encourages an atavistic and 
revivalist outlook. 

Our contemporary understanding, of 
rural-urban interaction and change owes 
much to the social anthropological works of 
the fifties—to Srinivas, Cohn, Singer, etc, 
(see Marriot (ed), 1955). Ibrms like rural- 
urban continuum, modernisation of tradi¬ 
tion and westermVatibh, riveted the argu¬ 
ment to empirical detail in a highly per¬ 
suasive manner. The elan and confidence of 
self government was matched by a desire in 
political circles to catch up with the in¬ 
dustrialised countries, lb this extent new 
poU^ schemes were introduced, new public 
industries and public works were set upb 
fresh investment oppmtunities were opened 
up all over the country, but there was no pro¬ 
nounced conservative reaction amidst all this 
euphoria from anywhere. Instead soitie of 
the dynamic trends which were faintly 
noticeable earlier deepened and became 
more manifest. New elites emerged, tradi¬ 
tional institutions lost their grip, the joint 
family was holding on but under severe 
duress, and traditional customs and rites 
were being substantially modified. Castes 
too were organising and consoUdating 
themselves in a most surprising way reflec¬ 
ting the changed nature of authority patterns 
in the society as a whole: 

These studies may have had different 
universes to 'eqrloie but they had a common 
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focus, viz. the mumer in which tmUtional 
institutions were reacting to modern 
economic and political pressures. Gough 
detailed in an early study how the much 
vnumed integrity and isolation of the village 
was a thing of the past (1935). Srinivas (1972) 
dilated upon the moddities of modernisa¬ 
tion in rural and urban settings. Singer 
(1972) provided a schema for analysing the 
various stages of interaction between 
indigenous institutions and exogenous, 
forces. Beals (1953) and Scarlett Epstein 
(1978) brought out the diverse impact of 
modern institutional inputs on differently 
endowed villages. These and other studies 
laid to rest the ghost of an unchanging India. 

It is important to notice that in these 
studies the countryside is primarily a reci¬ 
pient of forces emanating from the town. 
This is wholly understandable as the effort 
then was to demonstrate that the rural 
regions where the heart of India was locked 
in was not intransigent and could be opened 
up to fresh impetus from the metropolitan 
centres. By and large the process was in the 
direction of town to country.’ The concep¬ 
tual apparatus, while acknowledging a 
nation^ disquiet and upsurge, could only 
operationalise itself on the ground 1^ 
isolated studies of rural-urban interaction. 
Unlike Srinivas‘$ ‘sanskritisation* (Srinivas, 
1972: pp 1-43) whose central features have 
supralo^ validity, the ihrms generated with 
respect to rural-urban interaction had to be 
weighted (and vetted) afresh from locality 
to locality. But its most prominent, contribu¬ 
tion, as mentioned earliw, was to liberate the 
mainstream anthropological and socio¬ 
logical mind from the belief that Indian 
society Was immutable. 

Srinivas’s contribution on the question of 
sanskritisation was not quite paralleled by 
his writings on modernisation/westernisa- 
tion (Srinivas, 1972: pp 46-88). Sanskritisa¬ 
tion is a deeper concept because one can 
draw postulates from its ‘existence state¬ 
ments’ which can successfully condense 
variegated instances of caste mobility into 
a comprehensive framework. This frame¬ 
work has the advantage of allowing for still 
high^ levels of generalisation (as for exam¬ 
ple with reference group theory), as well as 
the laying out of a proforma for investiga¬ 
tion which is premised on a certain con¬ 
sidered understanding of the caste system. 
Rural-urban studies mentioned so Bu ate 
different because they indicate very genendly 
a direction of change but do not presume 
an understanding of the modalities of 
change This is why there is little deliberate 
ratiocination upon this directionality of 
transformation, and in most cases the tran¬ 
sition to modernity has been taken for 
granted. These studies are most successful 
when they detail point by point the changes' 
wiou^ by exogenous forces. If the changes 
are uneven or incommensurable there is 
no controlled and conscious framework 
of reference within which they can be 
understood. 


Uneasiness with Fifties Framework 

The tendency to be dismissive of earlier 
scholarship is very tempting, but it cannot 
be convininngly done in this case. Without 
the empirical demonstrations of change and 
transformations in rural India which these 
earlier scholars provided, we would still be 
struggling today within the intellectual 
parameters set by colonialists and uncritical 
atavistic nationalists. Moreover even if ac¬ 
tual studies of rural-urban interaction were 
localised in their spread they spurred impor¬ 
tant developments in our understanding of 
the interaction between traditional institu¬ 
tions and modernity. Our appreciation today 
of the protean and malleable character of 
culture in general draws succour from the 
empirical data of rural-urban studies. 

By the end of the 1960s we were all fairly 
convinced that Indian society was open 
to change, that our culture was highly 
vulnerable to these change-inducing forces, 
and that there was no significant conser¬ 
vative reaction against the institutional 
deepening of the nodes of contemporary 
transformation. I believe that by the sixties 
and early seventies our understanding on 
these issues was settled and nothing new 
could be said. If such contributions sound 
pass^ today it is ^ause they no longer 
charge the imagination like they used to 
earlier. 

But what arc our problems, our obses¬ 
sions. today? I believe that while the rural- 
urban studies which we inherited from the 
fifties sensitised us to the potentials for 
change in society there was very little em¬ 
phasis on the conflict and antagonisms that 
such changes generated. Nor does it seem 
that this inherited literature can help us 
much by way of elucidating the limits of 
development in a country like India. Scarlett 
Epstein had to return to her village in the 
1970s to realise that the first flush of post¬ 
independence euphoria had given way to a 
sense of despair and to a considerable moun¬ 
ting of tension. The Zamindari Abolition 
Act had run its course rather fitfully and 
ceased to hold any further liberating poten¬ 
tial. Rural and urban poverty continued and 
in many cases worsened, and the altered cir¬ 
cumstances of rural and urban life brought 
more agony than wonderment. The intdlec- 
tual refleciion on this state of affiars was, 
not only manifested in self-critical and sdf- 
doubting scholanhip, but also at the 
political levd. The stately consmidation of 
Congress rule through the fifties and the six¬ 
ties was severely jolted on a number of 
fronts. Tliere also developed a wide variety 
of rural and urban movements whose 
presence was alien to our fifties’ inheritance. 

It is not as if these features suddenly burst 
on the national scene. But it must be admit¬ 
ted that intellectually many of us were not 
ready to take stock of such phenomena 
(Desai, 1979: p xiti). Our rural elite had 
developed alright but was not exactly a 
replica of its urban counterpart. The urban 
sector too is hardly aa encouraging sight. 


There is, in short, an absence of confideacd 
and a conflict of ideals, and this is wiv the 
scholarship of the fifties on social change 
no longer resonates. Intellectuals and plan- < 
ners are groping today for an alternative 
perspective which would revive some 
measure of confidence in our vision of the 
future and in our analysis of the present. 

Periodisinc Peasant Movements 

in what follows I shall try and demon¬ 
strate the changed nature of rural agitation 
and mobilisation in contemporary Indie 
which will clarify why I believe that a new. 
perspective is required for a comprehension 
of today’s rural urban interaction. The 
stream of scholarship that I shall now draw 
upon relates to peasant movemenu and 
agrarian mobilisations. These studies have 
had a profound and deep impact in various 
social science disciplines. Historians,- 
sociologists, anthropologists and econo- " 
mists, have all contributed in this field with 
rate inter-disciplinary verve. 

Tbe nature of peasant protest has not 
been the same in different historical periods 
and yet there has been a marked obdua^. 
in retaining the term peasant while lefening 
to the rural people of different historical' 
periods and regions. There is perhaps good 
reason for that because agrarian peoj^ 
tended to group together in clusters in 
moments of crisis thus emphasising the over¬ 
whelming commonality of their aspirations 
and goals. There hawe always been in the past. 
other social classes in rural areas who lived 
off the land but were not called peasants. 
They were either seen as appropriators of 
‘peasant’ surplus, or as patrons of ‘peasant* 
households, depending upon onefs potait 
of view. 

in British India the incidence of rural 
movemenif where the peasants by and large. 
came together as a sodal category was widdy 
noticed (Dhanagaie^ 1983: 221-23). These 

movements were generally for lowmng reixti^ 
or taxes, or for occupational tenure; It hai . 
also been recorded that these movements 
were local in their spread, and quite fte-. 
quently (though not always) the enemy was,, 
the local overlord and not the goverrunait 
as such. In fact it was often believed by tboae 
who participated in such movements that if 
only word could be got to tbe ()ueea ttf 
England she would pull up her lo^ 
representative as well as his native factotum 
and agent and all would be well (Guha, llWJ: 
p 113). Given the nature of the agrarirm 
struaure in British India it was not surpris-' 
ing that tenants, small farmers and middle 
farmers, could come together on occasion 
because of the many common interests that 
circumscribed their horizons (Gui^ 198(9. 

It is often argued that peasant insumrity is 
a tyiHcally colonial phenomenon and did not 
exist in this fashion, or to this extent, in pia- 
Brititii India (Dhanagare, 1983: pp 30-34). 
Even the image of an usurious moneylender 
knocking on tbe door of an impoverished , 
peasant is a colonial phenomenon (Meyer, 
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1993: p 162). The aigument is that it was not 
in'Uw interest of the dhe in pre-British India 
to actually dispossess peasants and resume 
their land. Usury was one way of binding 
them to a parcel of land, to a territory, in 
fact the landlords imposed heavy penalties 
Ml those who wished to escape. And yet the 
urge to migrate elsewhere to perhaps a less 
harsher regime took place extensively in 
Mughal India (Dhanagaie, 1983: p 27). This 
is how the peasants protest^ then. In British 
India, however; such a strategy would have 
meant certain destitution for the peasants 
and a perfect solution for the landlords. 

lb each period then not ony its own kind 
of peasant moveinm, but also its own kind 
of elite behaviour. In Mughal India the 
landed overlords often led local revolts 
against imperial authority (ibid), whereas in 
British Irafo the members of the landed elite 
were known for their complete subservience 
and loyalty to the colonial powers. Not sur- 
priiin^y the nature of the relationship bet¬ 
ween the governments of independent India 
and the rural elite has also undergone a 
change from the British days. This change 
could have been firmed up irrevocably and 
deepened had land reform measures been 
consistently and fully applied in independent 
IntUa. 

Our information on peasant movements 
and agrarian mobilisations after 1857 is rich 
both in empirical detail as well as in the 
theoretical processing of data. The post-18S7 
agrarian movements, or revolts were largely 
caused by tenancy insecurity and usurious 
practices which were widespread throughout 
the country. These phenomena, historians 
teem to concur, were essentially the conse¬ 
quences of British colonial policies in India. 
At a result of these agrarian-disturbances 
the British had to yield somewhat and issue 
certain compensatory edicts to pacify the 
rural poor. The Bengal Ibnancy Act (1885). 
the Dtxcan Agricultural Relief Act (1879), 
and the Puttjab Land Alienation Bill (1900) 
areinstaiices of such measures. But even so 
•udi icspitt came only to small and localised 
MCtloru of the peasantry leaving the bulk 
Of the rural masses untouched. Throughout 
the first half of the twentieth century this 
pnccM of strug^ and concession continued 
whh greater or lesser success. 

The Congress government after indepen¬ 
dence in 1947 legislated zamindaii abolition 
udiich quickened the slow pace of chaitge 
fitom wtot it was in pre-British India. With 
nmhidari abolition either some zamindars 
wm ruined or were forced to change the 
style of their exactioiu from the rural poor. 
The ways in which the zamindari abolition 
acts bare been perjured have been docu¬ 
mented too well to bear repetition here 
(tee Thorner, 1976; also Joshi,. 1975: 
pp 90-96). By the 1960s, the movements for 
tenancy rtfotm and tenancy-occupmion were 
owee Overall loo the phenomenon of tenancy 
cultivation had dropped my sharply 
(Nadkami, 1987: p 23). A group of tenants 
with permanent tenure and large occupa¬ 
tional holdings in their charge have emerged 


today more powerhil than they em were 
before. Most well-to-do landlords of yore 
either became capitalist farmers and evaded' 
the landholding ceilings by fictitious benami 
transactions and concealment, or sunk 
gradually into the middle and lower middle 
classes in urban India. Their world changed, 
and if they did not adapt witji the times to 
take advantage of their head .start in land- 
holdings, then they were gradually forced to 
either leave the village or live in it but under 
totally different conditions. 

The poor predictably did not fare well. 
The small tenants who secured some land 
were constantly being pushed down by the 
weight of higher prices and by the fragmen¬ 
tation of holdings. The poorer tenants at will 
of pre-independence India in most cases 
became agricultural labourers with no rights 
to any land whatsoever. The number of 
agricultural labourers thus kept increasing 
in every censai enumeration. Further, accor¬ 
ding to the Rural Labour Enquiry of 
1974-75, as much as 30.3 per cent of all rural 
households were rural labour households. If 
one were to add to this another 14.7 per cent 
who own land but cannot depend on it for 
a principal source of livelihood, then the pic¬ 
ture gets really grim (Nadkarni, 1987; p 33). 
In a situation like this it is no wonder that 
the earlier issues which u.sed to spark 
off agrarian movements are no longer as 
effective. 

In India today we might say that there'are 
primarily two types of agrarian mobilisa¬ 
tions. One is of the poor agricultural 
labourers and other rural labour households. 
The other is of the richer farmers who pro¬ 
duce a considerable marketed surplus. The 
very rich and sometimes ‘capitalist’ farmers 
arc generally with the richer farmers but 
more often than not they are also looked 
upon as exploiters by the agricultural 
labourers who work on their fields cither as 
wage labourers or as sharecroppers. In other 
words, m^ernisation has come to rural 
India but without an all round roseate ef¬ 
fect. Neither can it be said that this moder¬ 
nisation and such changes that have taken 
place in its wake in rural India are because 
of the effects of the urban world. The urban 
world exists, as does the national economy, 
but its effect on rural India is not a conse¬ 
quence of proximity but rather of a nexus 
which embraces country and town. 

Country-Town Nexus 

The country-town nexus of independent 
India took a while to gel. Rich peasants who 
became landed proprietors after indepen¬ 
dence were making their presence felt. But 
their assertion and aggression had to wait 
till the 1960s when irrigation works and 
HYV seeds came together. In Maharashtra, 
coastal Andhra, Punjab and Haryana, a 
large number of erstwhile well-do-do 
peasanu became richer farmers and took to 
investing in agriculture and also outside the 
village Though the preponderant drive was 
to buy more land, there was also the desire 


to have a foothtdd in the chy (Upadhya, 
1988: pp 1379-1380,1434). This new money 
from agricultural surplus was invested in 
grain trade agroindustries, transportation, 
trawlers, rice mills, sugar mille and so on. 

The new spurt in agricultural prosperity 
actually affected most positively those who 
came out with large holdings after the 
zamindari abolition programme It was these 
people again who benefited most from the 
mechanical-cum-biological green revolution 
programmes that were initiated by the 
government of India in the 1960s (^alla, 
1988). Green revolution technology did not 
favour an altogether different calory of 
rural people but those flve per cent who 
owned 40 per cent of the land (BM, 1988; 
p 47) and were thus well endowed. Irriga¬ 
tion and technology only furthered their 
hold. Today, even in prosperous Punjab, 
wealth and prosperity have not come to a 
large number of the rural poor. In fact the 
proportion of people living below the 
poverty line in Punjab has gone up from 18 
per cent to 23 per cent between 1960 and 
1970 (ILO, 1979, quoted by Dhanagare, 
1987: p AN 143). 

It is, therefore, a combination of several 
factors that has contributed to the contem¬ 
porary country-town nexus. We may cite first 
the development of native capitalism which 
found profitable lines of investment in in¬ 
dependent India. This led to a considerable 
increase in capitalist development in general 
and to an expanding monetary frontier 
(Sanyal, 1988). This also raised the demand 
for cash crops and at the same time enlarged 
the market for industrial consumer articles. 
The green revolution when it came made it 
feasible to operate viabiy on 2-3 acres of land 
provided one used HYV seeds (Nadkarni, 
1987: p 23), irrigation and fertilisers. While 
all this might have driven the poorer 
pea.sants to subsistence farming and caused 
a consumption squeeze (Epstein. 1978; 
pp 166-172) it propelled others to invest in 
machinery and capital assets (Dhanagare, 
1987: pp AN 138, AN 142; Nadkarni. 1987; 
pp 47-49). Even small farmers in Punjab, as 
Dhanagare observes, were forced to invest 
a considerable portion of their resources in 
machinery for agricultural operations 
(Dhanagare, ibid; pp AN 138). 

This brings us to another crucial feature 
of the contemporary country-town nexus. 
This nexus is dl-pervasivc and it draws 
people of different classes into it. It is not 
possible to stay out of it and plough a lonely 
furrow. It is not a question then of whether 
one wants to or does not want to participate 
in the nexus. Regardless of one's individual 
choice everyone is brought within the am¬ 
bit of the nexus. There can be a certain 
amount of resistance to it and even careful 
planning at an individuai level but the nexus 
exists as a phenomenon which involves all 
sections, albeit differentially. There is an 
element of struggle, tusslg and combat at 
different levels of interaction within this 
nexus. It does not have a flattened univer¬ 
sal appeal, nor a steady incremental bem- 
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f« MiW if '<^it be dtotinlidthib^. 
finom Ae ibfera^ioh between ‘fitUeand pne« 
tndition’ where it is aU « matter of giving 
a little and taking a little (see Marrkn, 1955). 

It is difficult not to take the effects of this 
nexus into account when considering rural- 
urban interaction. The leading factor of this 
nexus however is the character of capitalism 
that pervades the country as a whole. This 
capitalism in turn is also constrained and 
determined to some extent by the agrarian 
structure of the land. Unlike the kind of 
competitive capitalism that Adam Smith saw 
in England (Bharadwaj, 1987: AN 17) we 
find in India a situation where the increase 
in agricultural marketed surplus has begun 
•to taper off but industrial goods have only 
just reached a small section of the rural elite 
(Sau, 1972). In Nadkarni’s words India 
is in a ‘transitional fix’ (Nadkarni, 1987; 
pp 55-57). 

In the last several years the relationship 
between town and country in India has also 
changed more rapidly than it ever did in the 
pa.st. The percentage share of agricultural 
income to national income has declined 
significantly from 49.6 per cent in 1961 to 
36.4 per cent in 1981 (at current (ifices). But 
the workforce has declined only marginally. 
This should help us appreciate further the 
difference between the picture of Adam 
Smith’s England and contemporary India. 
The relative income for agricultural workers 
vis-a-vis industrial workers declined too 
(Nadkarni, 1987: p 43). This was further 
compounded when in the 1970s the “agri¬ 
cultural sector came out worse off in terms 
of prices...’’ tibid; p 44). In the meantime 
the expenditure on fertilisers kept going up 
even though India’s use of fertilisers is still 
among the lowest in the world (ibid: p 48). 
The use of fertiliser consumption per hectare 
of gross cropped area has doubled from 16.1 
kg to 32 kg between 1971-72 and 1980-81 
(ibid: p SO). 

The overall increase in fertiliser consump¬ 
tion too is very dramatic if we review the 
progress from 1960-61 onwards (Ihble 1). 
Further the area under irrigation too has 
increased during .these years (Thble 2). There 
has also been a sensational rise in the 
number of electrical pumpsets. From a mere 
21,000 in 1950-51 the number of pumpsets 
went up to 4 million in 1979-80 (ibid: p 48). 
In 1961-62 India manufactured 880 tractors 
and imported 3,000. The production of trac¬ 
tors too rose sharply and was at 81,500 by 
1981-82 (ibid). The increase in mechanisa¬ 
tion also brought a decrease in demand for 
wage labour in some sectors of the rural 
economy. 

It is worthwhile to remember in this con¬ 
nection that it is not as if rural India was 
earlier completely cut off from extra rural 
influences. In fact most of the peasant 
movements in twentieth century India were 
influenced by the commerdalisation of 
agriculture But this commercialisation was 
not accompanied by a modernisation of 
agricultural inputs—wh^her chemicai or 


mechanical (Ohaitagare 1983: p 224). This 
is probably why these movements could 
(dford to be ‘sin^e-proiiged’ and *temedial’ 
in character. In contrast some agrarian 
mobilisations of India today are remedial, 
yes, but ‘multi-pronged’ and ‘prospective’ 
toa One need only look at the Shetkari 
Sangathana led by Shared Joshi, or the 
Bharatiya Kisan Union led by Mahendra 
Singh Tikait to be coiwinced of this. These 
movements look to the future by trying to 
Influence national policies on prices, taxa¬ 
tion structure, as also the basic approaches 
to economic planning and development. 
All this is quite new as far as agrarian 
movements in India are concerned. 

Two Types of Rurai. 

MOVF-MENTS 

y/e have stressed the effect of the nexus 
on rural India in particular because we 
believe it will lead us more directly to our 
•stated interest in this paper, viz, agrarian 
mobilisations. As we said earlier there are 
two kinds of agrarian mobilisations in India 
today. One is the movement of poor peasants 
and agricultural labourers for highn wages 
and better working coi)ditions. These 
movements are generally sponsored by the 
various rurai wings of established political 
parties like the kisan sabhas, or the 
agricultural labour unions of the CPI and 
the CPI(M), and by various fractions of the 
CPl(Mi.). lliis had led many observers to 
underline the sharp class basis of agrarian 
movements such as in Kerala where the 


poorer pel^it’^sui^ liijricultttnl laboium 

' '^6, i(u). The second type of rural 
movements are the farmers’ (note, nm^ 
peasants’) movements such as the Bharatiya 
Kisan Union in west UP, Punjab aand 
Haryana;- the Shetkari Sangathana in 
Malmrashtra, or the Karnataka Raiya Ryota 
Sangha in Karnataka. Here, apparently, the 
peasants present themselves as an undif¬ 
ferentiated phalanx as they often did durmg' 
British India. But while saying this one 
should also bear in mind that these farmers’ 
movements distinguish their interests quite 
clearly from the interests of the agricultural 
labourets and marginal peasants who are not 
net' producers of surplus. 

The class distinctions, however, do not end 
there. I think it is legitimate to argue that 
the two types of peasant movements in Indk 
today signify the manner in which the 
‘country-town nexus’ has differentiated the 
countryside. Very often only one kind of 
movement is taken up for examination and 
not the other. When this is done it invariably 
presents an incomplete effect of the nexus. 
When studying the poor peasants' move¬ 
ments which are usually local in character 
(for th^ are principally against the local ex¬ 
ploiter and his rapacious ways), the tenden^ 
usually is to avoid the set of circumstances 
which are supralocal in character but which 
impinge on the country side in determining 
wage labour and employer relations there. 
Paradoxically, while the demands of these 
poor peasants are uken up best by nationid 


Table I: Fertiliser Production and Consumpiiqn 

{WO tonnes of nutiieniii 



Nitrogenous 

Phosphatic 

Potassic* 

Consumption 

Production 

Consumption 

Production 

Cqnsumption 

1960-61 

98 

212 

52 

53 

29 

1970-71 

830 

1,479 

229 

S4I 

236 

1980-81 

2,164 

3.678 

842 

1,214 

624 

1983-84 

3,491 

5,204 

1,048 

1,730 

775 

1984 85 

3,917 

5,486 

1,264 

1.886 

839 

1985-86 

4,328 

5,815 

1,428 

2,068 

854 

1986-87^ 

5,410 

5,796 

1.660 

2,113 

871 


Notes: * There is no indigenous production. 

-E Provisional. 

Sourer. Statistical Outline qf India, 1988-89, Ikta Services Ltd, Dept of Economics and Statisdes, 
Bombay 1988, p 58. 


Table 2: Cropped Area and iKRioArED Area 

{Million hectares) 



Net Area 

Ibtal Cropped 

Net Area 

Gross-Area 

Gros.s Irrigated 


Sown 

Area* 

Irrigated 

Irrigated* 

As Per Cent of 
Cropped Area 

1960-61 

133.2 

152.8 

24.7 

28.0 

18.3 

1970-71 

140.8 

165.8 

31.2 

3S.2 

23.0 

1980-81 

140.3 

173.1 

38.8 

49.6 

28.7 

1982-83 

140.8 

173.4 

39.9 

52.0 

30.0 

1983-84 

142.7 

180.4 

42.0 

53.9 

29.9 

1986-87 

143.0 

175.0 

44.0 

.57.3 

32.7 


Noter. From 1982-83 onwards, figures are provisional. 

* Including ana sown/inrigated mote than once. 

Sburee Sttdistkai Outline India, 1988-89, Ikui Services Ltd, Dept of Economics and Statistics, 
Bombiv 1988, p 58. 
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partiet thdr prindpal eneny Is a visible one, 
via, the local exploiter. 

In the case of the farmers’ movement the 
enemy is not in the village or in the vicinage. 
The government, either in the centre or in 
the stmc; is targeted for attack. The demands 
put forward by these farmers invariably 
revolve around higher prices for agricultural 
produce; lowering of electricity, fertiliser and 
water charges and easier terms for loaiu for 
agricultural investment (see Byres, 1988). 
Sudi farmers' movements are often called 
kulak movements and are dismissivdy treated 
by many on account of the fact that they do 
not represem the interest of the vast number 
of farmers who are not net sellers of mar¬ 
ketable surplus. According to V K R V Rao 
. ‘kudy 21.4 per cent of all operational 
. holdings could be said to be contributing to 
marketed surplus and the bulk, via, 78.6 per 
eent of the holdings have no or negligible 
' share in marketed output” (Nadkami, 1987: 
p 32). Furth^ the land revenue as percen¬ 
tage of total revenue has fallen from 8.2 per 
centln 1930-51 to 2.5 per cent in 1970-71. 
The ridi farmers have been favoured by 
another criterion tod Agricultural tax as 
percentage of total tax has come down from 
' 0.6 per cent in 1950-51 to 0.16 per cent in 
1987-88 {Navbhamt Times, F^ruary 11, 
1988). And yet it is also true, as these farmers 
insist, that “total inputs as percentage of 
agricultural output have increased both in 
money and iri real terms during the decade" 
(Nadkarni, p 52). The rich farmers too then 
are victims of the nexus. Though we may 
argue that the agriculture sector is historical¬ 
ly meant to feed and support a growing 
capitalist society, yet in terms of the here and 
now this argument is hardly going to per¬ 
suade the bulk of rich farmers into a quies¬ 
cent posture.^ “ 

The fhet that the rich farmers’ movements 
have gained a lot of attention is because 
these farmers are more voluble and have 
greater string power. They desist from 
merging wiA existing party formations, and 
the enthusiasm' they generate is quite 
mtuurkable. This can be gauged from their 
membership figures. For example, the 
' TNAX in liunil Nadu has a membmhip of 
three million while the Kisan Sabha of the 
CP1(M) has oniy 81,000 members in the state 
(iWd: p 67). While it is true that the rich 
farmers have a set of demands quite distina 
from the poorer farmers it is only the very 
rich that seem to be quite confident of 
themselves. In the middle and lower tiers of 
the so-called ‘rich’ farmers there is con- 
sldetable anguish as to how they will be able 
to (xotect themselves from the ravages of the 
country-town nexus under which they are 
operating. 

It is not at all surprising that national par¬ 
ties have not bem able to project the 
demands of these rich farmers. Agricultural 
issues in each region are quite diffierent in 
their spedficities.^ However, the farmers’ 
. movements are quite content in staying out¬ 
side national parties not because of thar pre- 


pblitical nature; but becatife they have^ 
shrewdly calculated their effectiveneu to be 
the greatest when they work as a pressure 
group outside established political structures . 
(Nadkarni, 1987: pp 3, 76-77). This also 
gives them the room to operate the more 
powerful levers of the government in their 
favour when poorer peasants’ movements of 
the first type antagonistically conftont them. 
Such instances of switching political opera¬ 
tions among rich farmers are common in 
almost dll regions except perhaps for 
Haryana and west UP. But in Punjab, Kar- 
nauka, Maharashtra and Thmil Nadu, the 
facility with which rich farmers employ the 
weapons of tire supralocal state on $ome oc¬ 
casions and the organisational organs of the 
more localised rich farmers’ movement on 
others should not be overlooked. 

The reason for emphasising these issues 
is because the farmers’ movement has caused 
some confusion by its vociferous espousal 
of ‘Bharat’ against ‘India’. This has given rise 
to a false notion of a dichotomy between 
rural India (i e, ‘Bharat’) and urban India 
(i e, ‘India’). It may have also led some to 
believe that the farmers are in fact rejecting 
India for an arcadian ‘Bharat’. Such concep¬ 
tions are easily corrected if we pay attention 
to the existence of the nexus which makes 
all these scenarios quite improbable. Addi¬ 
tionally, it should also be remembered that 
the rich farmers’ movement aggre.ssively 
demands concessions from ’India’ and it 
manifests no desire to return to any untidy 
utopia of an idyllic and impoverisht^ village 
republic. The rich farmers demand public in¬ 
vestment on a .large scale. But they are 
economically hurt because rural public in¬ 
vestment is on the decline (Rath, 1988; 
p 739). The farmers’ movement depends on 
cheaper and more abundant irrigation, 
power and fertilisers, for all of which the 
public sector is important. Our agricultural 
sector has broken from feudalism and from 
the so-called ‘patron-cUent relationship’, but 
the industrial sector, public and private, can¬ 
not fully complement this transition. This 
is not so much becaiuie of the under-develop¬ 
ment of the economy as it is due to the 
peculiar character of post-colonial capita¬ 
lism in India (Bagchi, 1988: pp PE 38-50). 

Undoubtedly, there will be different views 
as to why the industrial and agrarian sectoi* 
do not fully complement each other. Ours 
may be a partial and incomplete one. But 
in this paper we are more interested in 
demonstrating the viatdlity of opoati^ with 
a frame of reference which keeps the 
country-town nexus uppermost. This nexus, 
notwithstanding its many faults, self¬ 
consciously returns to the structural rdatimi- 
ship between rural and urban India. It goes 
beyond localities and regions and the mani¬ 
festation of this nexus is replete with con¬ 
tradictions which cannot be wished away. 
The development of these contradictions 
will, however, depend on the particularity of 
the concrete and contingent conditions. Hsr 
example; to go back to our original example; 


In' s^. amt- pomr'pcliiiiyti^ - 

develop and grow wher^ in other icgioiu 
it may be the rich farmeia* lobby which is 
active. Vfet regions as opposed to dry regions 
will also be affected differently by this nesnis 
and will throw up a different mix of social 
and political options and demonstrate a dif¬ 
ferent set of contradictions. 

In west UP, for instance; the contradic¬ 
tion is not quite the same as it is in 
Maharashtra or even in other leghms of UP. 
This is why the Bharatiya Kisan Union 
(BKU) led by M ahendra Singh Tikait is dif¬ 
ferent in many wa^ from the farmers’ 
movements elsewhere: There are some broad 
timilarities in the nature of the demands and 
also in its hostility<to the government. The 
BKU tdo aclively agitates for higher prices 
(it was sugarcane in the winter of 1987-88), 
lower rieetrkity rates, and a reduction in tire 
cost of other inputs. These; as we said earlier 
have a certain basis and justification. The 
BKU’s enemy too is the goveriunent and not 
a local despot or official. The difference is 
in the way the BKU in. west UP, projecu 
itself as a community of' jat peasants with 
an autonomous leadership principle Which 
is based on community sanction and appro-, 
bation. The interest of the farmers and the 
interest of the jat community are coter¬ 
minous and this is what makes ideologies, 
even of the Shared Pawar kind, seem quite 
redundant. Moreover, the districts of west' 
Uttar Pradesh, particularly Meerut, Muzza- 
famagar, and Moradabad, are r^ions of jat- 
dominated peasant proprietorship. The 
questions of wage labour are just not enter¬ 
tained by the dominant farmers in this 
region,^ 

Bharatiya Kisan Union 

Though the BKU is strongest now in west 
Uttar Pradesh, it actually began in the 
neighbouring province of Haryana. It was 
inspired by the late Charan Singh, the un¬ 
disputed leader of the farmers in UP and 
Haryaru. Some believe that when Charan 
Singh was dropped from the Janata cabinet 
in 1978 he set out to form the BKU, perhaps 
out of pique; but also to demonstrate his 
power base. The BKU was wganisatiorudly 
formed on August 13, 1978 and iu first 
office-bearen were from Haryana. Though 
units of the BKU were set up in Puqjab and 
UP, it somehow went under after the Janata 
party’s electoral debacle of 1980. It also suf¬ 
fered as a result of the manner in which 
Charan Singh squandered hit charisma by 
his unabashed drive to be prime minister. 
When the Janata Party lost the general dec- 
lion it was Charan Sli^ who was the prime 
minister. It was not till 1986 that the BKU 
stirred to life in UP. The goveriunent of UP 
raised electricity rates in August that year 
from Rs 22.50 per horsepower to Rs 30 per 
horsepower. Mueh later Mahendra Singh 
Tikait, leader of the BKU todmr, paidaleft- 
handed complimem to the chief minister of 
UP, when he said that it was the chief 
minister’s incompetence tiut strengthened' 
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1988). 

Initially the leadenhip of the BKU in west 
UP was in the hands of Choudhury Sukhvir 
Singh, leader of the largest khap (loosely, 
clan) of west UP jats, and fBther>in-law of 
Tikait's daughter. But by January 1987 
''nkait had outmanoeuvred Sukhvir Singh by 
organising a highly successful agitation at 
Shamli against the hike in power tariffs. The 
agitation continued till March 17. An 
estimated S lakh farmers gheraoed the 
Karmu Khera sub-station at Shamli. The 
government buckled under pressure and 
reduced the power rates from Rs 30 to Rs 25 
{frontline, ftbruary 20,1988, pp 7-9). This 
immediately made Mahendra Singh Tikait 
into a national figure with various political 
parties vying to woo him, with little success 
so far. 'likait is openly contemptuous and 
dismissive of all political leaders (whh the 
exception of Devi Lai—chief minister of 
Haryana). 

AGAINST Parties but inside 

POl ITICS 

The BKU's distrust of national political 
parties has received wide coverage. Yet this 
does not place the BKU outside politics. 
Even though Tikait, the leader of the BKU, 
has steadfastedly stayed away from the 
major national and regional parties, he does 
not advocate a return to a mythical past. The 
BKU in no way evinces any desire to turn 
back from the modernising of agriculture 
but demands instead that modem agricul¬ 
tural inputs be made more easily accessible. 
It demands lower electricity rates, remu¬ 
nerative prices, assured irrigational facilities, 
and better terms of trade with urban in¬ 
dustrial products. As a matter of fact in a 
private interview Tikait repeatedly said that 
if the terms of trade between agriculture and 
irxlustry were to return to the I9S0s level then 
the farmers in the BKU would give up their 
agitation. But he was also quick to add that 
as this could never happm the BKU must 
be ever vigilant in protecting the rights of 
honest farmers (personal interview). Even 
Tikait, rustic though he m^r be; has shrewd¬ 
ly realised the altered character of the 
post-1930s nexus. There Is also the added 
realisation in Tikait that modernisation has 
not been uniform in bestowing its benefits 
on the Indian people 

The refusal of the BKU to make common 
cause with other political parties in no way 
signifies its reluctance to reach out to the 
dties to make its cause known. In January 
1988, the BKU organised one of the most 
impiessve political demonstrations in recent 
times in India in the dty of Meerut, hardy 
40 minutes drive from Delhi and in the All! 
view of urban India. Hundreds of thousands 
of farmers camped outside the distrid col¬ 
lector’s office in Meout for 25 d^ In all 
these days there was not one incident of 
unseemly mob behaviour, riolence^ or even 
disorderliness. It was as if the BKU had also 
set out to win, or at least neutralise; the 


hearts of urban Indians who are so' quick 
to find fault with their rural counterparts. 
They also, it seems, set out to teach urban 
India a few points on religious tolerance and 
inter-communal harmony. Less than a year 
before the BKU chose Meerut as its site for 
agitation, the city had been engulfed by one 
of the worst communal carnage in recent 
memory. The enquiry into the communal 
killings of Muslims by the Hindu.s and also 
by the Provincial Aimed Constabulary will 
perhaps never reveal the full story even when 
and if it i.« made public. The brutality of the 
carnage left a pall of doom over the city and 
the atmosphere was surcharged with mutual 
suspicion and hostility. Muslims felt unsafe 
in non-Muslim areas after dark and even 
during the day rarely strayed far from home 
The peasants of the BKU changed all this: 
they opened Meerut up to itt residents again 
by publicly avowing in their thousands to 
uphold inter-communal harmony. 

This i.s an aspect of the BKU's activism 
that has gone unnoticed in most accounts 
I have read so far. Mahendra Singh Tikait 
indeed made a very special effort to both 
renew communal harmony in Meerut and 
also to pre-empt any attempt by opponents 
and detractors of the BKU to divide his 
organisation on communal grounds. When 
a BKU partisan died due to exposure or due 
to natural causes during the twenty-day long 
agitation in Meerut, mortuary services from 
Hindu, Muslim, and Sikh traditions were 
performed simultaneously, though the 
religious faith of the deceased received 
ultimate priority. While the Meerut agita¬ 
tion was in progress Tikait used to deliver 
two speeches a day usually outride the col¬ 
lector’s office—the main site of the agita¬ 
tion. But the important issue is that it was 
customary for Tikait to end his speeches on 
every-occasion with the Muslim battle cry, 
‘Allah ho Akbar’ followed by the Hindu bat¬ 
tle cry, ’Har Har Mahadev*. On one occa¬ 
sion, on February S, Tikait uiged his men 
to call out ‘Allah ho Akbar’ again, with more 
passion. He chastised the gathering by 
saying; “This time you did not shout 'Allah 
ho Akbar’ as force^Uy as you shouted ‘Har 
Har Mahadev"' Surprisinily this aspect of 
the movement which is so novel and central 
to the BKU’s ideology and political activism 
somehow escaped, to the l^t of my know¬ 
ledge, the notice of most national journals 
and newspapers. Neither can it be said that 
the desire for communal harmony edsts only 
at the level of the leadership. This sentiment 
was expressed by a laige number of the rank 
and file thm haid assembled in Meerut. In 
foct a small Hindu peasant from Moradabad 
said with some heat: “Wlqr is the govern¬ 
ment raising the issue of Babri Masjid and 
Rama Jani^hooml todxf, 40 yean after 
independence.’ This is because the Con- 
gieu has no other weapon in its armoury’’ 
(personal interview). Very rarely does one 
hear such clear avowals of passionate 
secularism from urban Indians. 

lb a huge extent the demogrq>hic chaiactar 


of west UP has a lot to do with BKU’s' 
secular charter on communal amity. The 
percentage of Muslims in west UP is much 
higher than what is either at the all-India 
or at the all UP level. At the all-India level 
Muslims constitute 11.3 per cent of the 
population, and at the all UP level they make 
about 15.92 per cent of the population. But 
in districts of west UP such as Meerut, 
Muradabad, Muz/afarpur, Bulandshahr, 
and Bijnor the Muslims constitute a bigger 
chunk of the total population. The approxi¬ 
mate percentages are as follows: 

(Per cent) 


Muzzafarnagar 28.73 

Meerut 25.30 

Bulandshahr 19.37 

Moradabad 38.06 

Bijnor 39.45 


(Source; Census of India, 1981 Series I : 
Uttar Pradesh, Household by 
Religion, pp 2. 3, 14, 15, 644, 645, 
650. 651. 656, 657, 674. 675.) 
vvhile the percentage of Muslims is uniform¬ 
ly much higher in all these districts of west 
UP than the all-India or the all UP figures, 
the proportion of Muslims in districts like 
Moradabad and Bijnor is really quite remar¬ 
kable. It may be argued that the BKU has 
very real reasons for being so manifestly 
.secular because a large chunk of its support 
structure consists of Muslims. In other 
words Tikait and the BKU are aware of the 
damage that communalists could do to the 
mass base of the BKU. Implicit in all this 
is the realisation that there are communalists 
outside who are willing and ready to cause 
such damage—the Meerut killers of 1987, 
for instance, ^r this reason BKU’s espousal 
of secularisin is not merely ethical but 
ideological and political as veil.* 

In other .words Tikait and his foUowcn are 
no ideological innocents. Tikait may ifojure 
relations with political parties of all hues but 
this does not make him pre-political or ine- 
ideological. In fact Tikait is not really free 
from all political alliances. Time and time 
again as we mentioned earlier, he has come 
out in support of Devi Lai. Devi Lai gifted 
the farmers of west UP, through the BKU. 
a sum of Rs 2 lakh and 20 electrical 
transformers. Surely this gift could not have 
gone airy distance in alleviating the farmers* 
economic requirements, but even so Devi 
Lai’s gift was highly appreciated. It was seen 
as a gift “from the son of a kisan (farmer- 
DG) to farmers” (Navbhamt Times, Maty 18, 
1988). At one lime the BKU thought of nus- 
ing a kisan army but Tikait abandoned that 
idea because he did not want the rest of the 
country to get a wrong impression of what 
the BKU stood for (ibid). During tire Meerut 
agitation thm was news of violence from 
surrounding areas but the leaders, and Tikait 
in partikailar, were able to maintain calm and 
discipline among the agitationisu assembled 
there According to the Indian Ej^ress of 
May 20, 1988, Tikait On later date also for¬ 
bade his men from disrupting the Roorkee 
power house for this might again have upset 
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people outside the movenieni. According to 
• BKU activist, and a close relation of 
Tikait: 

Ws'do not want to upset the routine of any 
city. We could have easily held up the milk 
supplies to Meerut, why even to Lucknow, 
but that is not our intention. After all the 
cMlditn of many kisans live in these cities. 
The BKU is therefore aware of the non- 
rural imperatives of conducting a farmers’ 
movement. It is careful not to let any com¬ 
munal elements close to the union for this 
might rob it of its goodwill in the country 
as a whole. For the same reason the BKU 
scrupulously stays away from violence. This 
has led iruny observers to quip that Tikait 
wants to wear the mantle of Mahatma 
. Gandhi (Frontline, February 20. 1988, 

. p S).’ Further, though Tikait slays away 
from all major party formations he believes 
that Devi Lai’s party, the Lok Dal(B) which 
la in power in Haryana, is closest to their 
position and the BKU might even support 
ft in case of an election (Indian Express, May 
20, 1988). But apart from this soft corner 
for Devi Lai who is still only a neighbour¬ 
ing regional-level leader, Tikait elevates his 
distrust of political parties into a cardinal 
principle. M one time when the BKU was 
contemplating the formation of the kisan 
army it was felt that each lecruits to this 
army should ’’swear by his mother not to 
join any political party” (Statesman, 
April 27, 1988). Yet at the same time the 
motif of the BKU is ‘jai Jawan Jai kisan‘ 
(iUd). By the use of the word ’jawan’ (soldier 
in the Indian Army) Tikait once again is 
reaching out beyond the rural districts of 
west UP. 

Though BKU’s stance against parties 
binds the organisation from making any 
direct dealings with political parties, it does 
not prohibit its members from voting in the 
national elections. A staunch supporter of 
BKU remarked during the Meerut agiution: 
“The most important thing is to get the 
goveriunent to listen to us and to help us 
ptoqser. This Congress government does not 
seem to be interested at all: so why should 
we vote Congress? WU vote for whoevet 
stmports us. Maybe the Janata Party, or Devi 
lal, or whoever will be more attentive to our 
needs” (personal interview). Tikait too said 
oh one occasion that he would no longer 
vote for Congress but for Devi Lai’s Lok Dal 
(Indian Express, May 20,1988). Though the 
BKU as such may not involve itself in na¬ 
tional politics, its members are free to exer¬ 
cise tbdr votes. In the words of a peasant 
supporter of BKU: “Who we vote for it our 
business. Our leaders cannot impose their 
political preferences on us. But the BKU as 
such should be out of politics” (personal in¬ 
terview). Quite clearly the supporters of the 
BKU see great merit in strat^c terms, in 
keeidng BKU independent of political par¬ 
ties. The BKU is, however, explicit about not 
supporting the Congress. In fact Ctqrt 
Bhopal Singh of BKU went to the extent of 
getting arrested for smashing the platform 
Bom which a Congress minister from UP 


was supposed to speak (Aidlian £(pmts, Mi^ 
4, i988). In such a situation open Support 
for the Congress would be to invite trouble 
from the BKU. 

Bku Leadership and Pe.asant 

PROPRIETORSHIP 

The above will hopefully demonstrate that 
the BKU is far from being pre-political or 
pre-ideological chough it is likely to convey 
such an impression to a quick observer. In 
districts such as Meerut. Moradabad, Muz- 
zafarpur, and Bijnor, where the BKU is par¬ 
ticularly strong, the legacy of the egalitarian 
hhaichara system still prevails. Peasant castes 
such as the jats, rajputs, and tyagis own and 
cultivate their own land in the main and con¬ 
sider themselves to be roughly equal in 
status. One could easily see this aspect of 
intercaste relations in Meerut. Food came to 
the agitators in the city from different 
villages every day and it was distributed free¬ 
ly without any considerations of caste. It was 
not like the 1920 peasant movement in Oudh 
where each caste and community ran its own 
kitchen during the course of the movement 
(see Siddiqi, 1978: p 117). This genre of 
egalitarianism among landholding peasant 
castes is quite in contrast to the ex-zamindari 
areas of east UP. In these ex-zamindari 
regions both the landholding structure and 
social relations between different categories 
of landholders are very much more inegaii- 
tarian and stratified in character. Quite 
paradoxically, according to Jagpal Singh, a 
keen student of western UP, members of low 
.service castes (such as barbers, or smiths) are 
sometimes better off in the zamindari areas 
than in west UP. In the latter regions because 
of jat dominance and the caste-occupation 
solidarity of the peasant castes, there is no 
room for manoeuvrability for the landless 
service castes. If a dispute should arise bet¬ 
ween a barber and a poor jat, the jats en 
masse would squeeze the barber out of his 
livelihood, if not out of his life. In eastern 
UP, because of the presence of multiple 
castes, because there is no straight correla¬ 
tion binween caste and land ownership, and 
also because of the criss-ciossing of diffeient 
systems of stratincation, tne poorer service 
castes can always hope for some measure of 
fair arbitration of disputes at the village 
level. 

But the BKU is dominant in west UP and 
it is not at all surprising that Tikait’s leader¬ 
ship is under constant surveillance by his 
men and followers who consider Tikait to 
be one of them, in a sense the members of 
the BKU are co-parceners in the organisa¬ 
tion. Tikait may the leader but he is more 
like a first among equals. He m^r also be 
the leader of the Ballian ikAa/r but there are 
other pow«Bil clans m west UP such as the 
beshwal and Oaliiwara kheps. In fact 
Tikait’s rival bdongs to the Drehwal khap, 
a man who is his daughter’s tether-in-law. 
This fact alone tells us a great deal about 
the western UP kinship system for a 
daughter’s tether would in most other areas 


.hpi- 4*H (O ’.oiip^>l1iift . 
teiher-tn-law. 

Even during the (hqrs of the Meerut agita¬ 
tion when Mahendta Singh Tikait was the 
undisputed and high profile leader of the 
BKU. he was still not ‘charismatic’. HU 
followers were watching him closely and 
assessing his every move. As one peasant 
(with approximately iB acres of land) said: 
“If we Htid that Tikait is not listening to our 
problems we will replace him. We got rid of 
Charan Singh, didn’t we?” The portion 
about Charan Singh was not strictly ac¬ 
curate, yet the assembled peasants in that 
gathering all demonslrably nodded their 
heads in approval. Though Tikait today is 
the leader of the BKU he is not, and cannot, 
be imperious in his actions. In this com¬ 
munity of near equals Tikait (who owns 
about IS acres of land) is watched closely. 
As a leader of a prestigious k/iap he has 
some family prestige but that is not a com; 
modity that can be banked upon forever. His 
rival, Sukhvir Singh, is the head of the 
largest and most prestigious Deshwal khap 
but was ousted by Tikait, as mentioned 
earlier, from the leadership of the BKU. In 
addition, the peasants may choose someone 
like the late Charan Singh who did not 
belong to a dominant khap but who for 
more than forty years was the undisputed 
leader of the peasants of western UP and 
Haryana. 

Soon after the Meerut agitation was called 
off, there were some rumours that Tikait’s 
position as leader was shaky ancf that he 
could be replaced any time It was also said 
that Tikait’s trusted lieutenant, Capt. Bhopal 
Singh, was ready to overthrow him. Bhopal 
Singh, however, refuted this allegation and 
said that he was still a staunch follower oT 
Tikait (Jansatta, March 22, 1988). Though 
Tikait had to call off the Meerut agitation 
without winning any concessions from the 
government he was not yet ready to go. In 
the fust week of March 1988, Tikait organis¬ 
ed a highly successful demonstration in 
Rqjabpur (Moradabad district), and at 
Shunli (Muzzafamagar) to protest against 
the police firing in Rajabpur on Fbbruaiy 
IS 16 (i e, when the Meerut agitation 
was on). It is reported that over one lakh 
assembled at R^abpur for this protest 
demonstration (Times of India, March 6. 
1988). As a matter of fact the BKU accused 
the government of engineering a communal 
situation on March 4 in Rajabpur so that 
the BKU’i March 7 agitation against police 
firing would fizzle out (IntUan Express, 
Mard) 11,1988). Incidentally. March 4,1988 
was the day of the HoU festival, when 
rowdyism' often overtakes the convivial 
bonhomie ot the ‘fetival of cohnits’. Be that 
as it m^ this again indicates the BKU’s sen¬ 
sitivity to the communal issue and its in¬ 
sistence on keeping communal elements out 
of the union. On April 22 again, another 
demonstration was held by Tikait, but this 
time in Moradabad, demanding an enquiry. 
into the Rqjabpur firings (fndian Express, 
April 23.1^). This agitation was calicd a 
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>tf MaM»(fUl the jUb)i)|ititio«'vi4in hhte 
nttmben of BKU memben voiuntwUy 
courted ancst. Here agun one Hnds that 
Tikait and the BKU are quite tuned into the 
inodes of protest follow^ by different na¬ 
tional political parties and are not averse to 
using them in order to publicise their 
demands supralocally. 

Tikait has been able to pull it off so far 
in spite of the resurfacing of Sukhvir Singh, 
who publicly criticised Tikait's political 
acumen '(/mfidR Express, April 23, 1988). 
There are allegations too that Tikait is going 
soft on the Congress(l) (Indian Express, 
June 11, 1988). This is an old charge but so 
far there has been no substantiation of it. 
In some other quartern there is resentment 
that Tikait has not agitated as much as he 
should have on the ban on the interstate 
movement of wheat (Jansatta, June 10, 
1988). On one occasion several members of 
the BKU held a meeting in a village in Muz- 
zafarnagar district where some guarded 
criticism was made of Tikait. They also sug¬ 
gested that the BKU should not get highly 
bureaucratised and all iiosts barring that of 
the president and secretary shouid be done 
away with. Instead district level leaders 
.should get more importance and flve leaders 
from each district should be in the oecutive 
committee (Navbharat Times, August 12, 
1988). This again reaffirms the egalitarian 
structure that prevails among jats of west- 
UP, the context within which the question 
of Tikait’s leadership should be understood. 

Hypekuktalism, Nor 
POLITICAL Indifference 

The success of the BKU in west UP is 
almost directly related to its marginal in¬ 
fluence in neighbouring regions. Neither do 
leaders of the BKU seem keen or eager to 
link up vkith other farmers outside. At the 
same time we have .been reiterating in this 
paper that the BKU is not apoliticalnor pre- 
ideological. It believes that its interests can 
be piit forward best if it stays out of political 
parties and acts instead as a pressure group. 
This is a point on which most farmers’ 
movements in other parts of the country, for 
instance in Maharashtra or Karnataka, 
would concur. Shared J(»hi of the ^hetkari 
Sangathana in Maharashtra has also come 
out in blasts against different political par¬ 
ties. Ybt the vehemence with which Tikait 
and his men reject ai^ dealings with political 
parties certainly surpasses Joshi’s. Indeed on 
occasioiu it appears that Joshi ik taking the 
cue in this matter from Tikait. Fbr instance; 
on April 18,1988 Shaiad Joshi in a typical 
Tlkait-lifce flourish announced that the 
women partisans of his movement would 
prevent politicians from entering villages 
where the Slwtkari Sangathana was strcmg, 
whether they be in Maharashtra, Gujarat or 
Madhya Pradesh (Times rtf India, April 19, 
1988). 

Shared Joshi. by this statement, revealed 
that hit inttresu go beyond Maliarashtra, 
and ttc not confined to the problems of any 


one corpmunlty. l^kait and the BKU are; 
however, clearly limited to western UP. WIfile' 
their bases in neighbouring Haryana have 
all but gonk their strongholds in west UP 
have become stronger. In fact the BKU 
leaders from Meerut, Bulandshahr, Muz- 
zafamagar, Bijnor and Moradabad, in a 
meeting thought it would be wise to learn 
from the Gorkha movement in IMst Bengal 
and ask for a separate province of west UP 
(Navbharat Times, August 12,1988). While 
Sharad Joshi is keen to set up an interstate 
co-ordination committee to press for far¬ 
mers’ demands, Tikait seems to be quite con¬ 
tent to plough his own BKU furrow in west 
UP. This has angered Sharad Joshi who 
openly ridicules Tikait’s obsession for 
not entering politics (Indian Express, 
February 28, 1988). Tikait on his part con¬ 
siders Joshi to be a ’political' creature who 
would have no objection to political wheel¬ 
ings and dealings. “He (Joshi) is of the same 
mould as the other politicians, so why 
should we let him speak on our platform’’, 
Tikait argued in Meerut (Navbharat Times, 
February 8, 1988). Tikait did not even allow 
thei^ Charan Singh’s widow to speak from 
the^BKU platform in Meerut though the 
latter requested Tikait to be allowed to do 
so in full view and with folded hands. And 
this despite the fact that Charan Singh was 
the original inspiration behind the BKU and 
a great jat leader in his time: not to men¬ 
tion that he was also the prime minister of 
the country during the last phase of Janata 
Party rule. Tikait is quite categorical that 
politicians do not have the interests of their 
constituency at heart, but just their own 
selfish interests. Tikait and the current 
activists of the BKU are quite content to 
remain in west UP and not venture out to 
make common cause with cognate interest 
groups elsewhere. Tikait is proud of being 
a peasant, and just that. He speaks in the 
jat dialect of west UP and proudly asserts 
that he has never gone to Delhi and has no 
desire to go there either (personal- interview). 

As we mentioned earlier the typicality of 
western-UP perhaps allows and even en¬ 
courages this hyperlocalism in BKU ac¬ 
tivism. Western UP is a region where the 
Ijemnants of the bhaicharu system among the 
peasant castes can still be seen, in this 
respect it is quite different from the ex- 
zamindari areas of even east UP. In addi¬ 
tion. land in west UP is fertile and eminently 
arable In Meerut district alone about 97 per 
cent cultivable land has assured irrigation 
(FrontUna, February 20, 1988; p 7). The 
peasants here have considerable confidence 
in themselves. Tikait for his part is not in 
the least overawed by city people and enjoys 
the discomfiture of urban scholars and jour¬ 
nalists when they find it difficult to com- 
prdwnd his roundabout and oblique answers 
to their persistent questions. The Meerut 
agiution may not have been a complete suc¬ 
cess in terms of forcing the government to 
raise the price of sugarcane; lower electricity 
rates, or to lift the ban on interstate move¬ 
ment of wheat. 'Vbt the BKU has chalked.up 


some successes, in villages where the BKU. 
is strong no government ofncials come 
anymore to disconnect tubewells for non¬ 
payment of electricity bills (Indian Ejfpnss, 
May 7, 1988). In all likelihood, under BKU 
pressure the kharif crop prices for 1968 were 
also raised slightly by the government 
(Indian Express, May 4,1988). The dectrid- 
ty rates too were r^uced from Rs 30 per 
horsepower to Rs 22.S. per horsepower 
(Indian Express, April 23, 1988). The BKU. 
however, demanded that the rate should 
come down even lower to Rs 17 (Times of 
India, February II, 1988). 

The droughts of 1987-88 gave the' BKU 
deiqands a ring of urgency. Though more 
sugarcane was crushed in 1988 than in the 
previous year (402 lakh quintals in 1988 as 
against 391 lakh quintals in 1987) the pro¬ 
duction of sugar f(jl to 32.6S quintals in 1968 
from 36.91 quintals in 1987., This is because 
lack of rains brought down the sucrose con¬ 
tent of the sugarcane so that the recovery 
rate average was only 8.12 per cent in 1988 
whereas it was 9.48 in 1987 (Times of Indhi,. 
February 13, 1988). The farmers of west UP 
also know how important their agriculture . 
is for the government of UP. Of the 20 lakh 
tons that the goverrunent of UP intends to 
purchase in 1988, about 6 lakh tons wiB 
come from Meerut district alone (Jansatta, 
May 13, 1988). 

All this should not cloud the obverse 
reality that the farmers of west UP are also 
tied to the market and cannot sever their ties 
from it. Their involvement with the market 
is not from a position of weakness but never¬ 
theless there are strong elements of anta¬ 
gonism and tension. Vn, as we have been at 
pains to emphasise repeatedly, Tikait and the 
BKU do not think in terms of a moral 
economy of the peasant world but rather in 
terms of an agricultural sector fully enmesh¬ 
ed in the green revolution system of produc¬ 
tion. That the farmers of west UP are caught 
up with the contradictions of this process, 
much like the farmers elsewhere; make them 
only that much more determined to force the 
issue in their favour.* They want more hsrti- 
Users, mechanisation, irrigation, atui better 
terms of trade. As Tikait said: “The rural 
people should be proud of being farmen. 
We are the backbone of the economy. Why 
should the terms of trade between agri¬ 
culture and industry get steadily worse for 
agriculture since 1931” (personal interview). 

Conclusion 

While the BKU’s hyperlocaUsm, its 
distance from political parties, and the un¬ 
differentiated nature of its peasant base may 
make it appear similar to many pre-inde¬ 
pendence peasant movements, yet a closer 
look confirms that the altered nexus df con¬ 
temporary India has left its imprint on 
Tikait’s organisation too. The farmers’ 
movements of today, whether in west UP, 
or in Maharashtra, or in Karnataka, are also 
conscious of tiie changed character of their 
country-town nexus and that is why die 
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demand* of these movemeitts are never 
lingle-iHonged biK multUpronged. not just 
remedial but prospective too. 

Finally it is worth reiterating that.many 
perspectives and analytical opinions can 
contest for supremacy within the frame of 
reference of the country-town nexus. This it 
the strength of this frame of reference. It 
compels us to think analytically as it draws 
attention to conflict, integration, struggle 
and change It also reminds us that the issues 
of the fifties are over. 

Notes 

[I am grateful to Gautam Navlakha and lagpat 
Slagh for their co-operation and advice I alone 
am. however, responsible for (he errors and 
shortcomings of this paper.] 

I Studies in modernisation of tradition and 
. culture have a wider canvas. The direction 
. pt change in some studies like, for example, 
by Rudolph and Rudolph took the change 
agent to be the set of policy measures issued 
by the state relating particularly to univer- 
ilil adult franchise (Rudolph and Rudolph, 
1967). The change agent in Singer is the 
colonial intrusion (Snger, 1972). Interaction, 
diatectics and confrontation arc not em¬ 
phasised, nor sectorally examined. 

. 3 Derry Byres deals with .some of the dilemmas 
facing left parties in the context of peasant 
-. mobilisations in the developing world (Byres, 
1986; pp xv-xviii). 

3 Sharad Joshi, leader of Shetkari Sangathana, 
said in an interview that “(e)ach product 
(agticultural—DC) requires a uulor-made ap¬ 
proach” (Nadkarni, 1987: p 73). 

4 In Chann Singh’s opinion a landless man is 
not a farmer (see Byres, 1988, p 164). This 
point of view seems to orient the BKU's 
opinion even today. The BKlf has nothing 
to say about the pr^lems facing agricuitura) 
wage labourers. Sharad Joshi’s Shetkari 
Sangathana, on the other hand, is often sen¬ 
sitive to issues concerning agricultural wage 
labourers {Times of India, April 19, 1988). 
While I came across several handloom 
weavers who would also benefit from a 
reduction in electricity rates, 1 did not come 
across a single agricultural wage labourer in 
Meerut during the course of the BKU’s agita¬ 
tion in that city. 

5 Some Hindu organisations, principally the 
Vishwa Hindu ftrishad, have been agiuting 
for the closure of a sixteenth century masjid 
(mosque) built by Babar. the founder of the 
Mughal Empire in India. The Hindu organi¬ 
sations contend that the site on which the 
mosque stands today was the original birth 
place of Rama, a supreme god/hero of 
Hindu mythology. The government has often 
been criticised for iu weak-kneed position on 
this issue which has been interpret^ 1^ many 
as covert siqipott to the Hindu organisations. 

6 It would be interesting to compare and con¬ 
trast this aspect of the BKU with the 1920s 
peasant movement in Oudh first under Baba 
Ramachandra and then under Madari ftsi 
(tee Siddiqi. 1978). 

7 In a personal interview in February 1988, 
Ukait said that violence at this st^ of the. 


M96 


movement’s detdopmcnttivptddbetinneees* 
tary and counter-productive. But instead of 
rationalising his approach agahitt vidence 
in a Gandhian fashion, Tikdt said, some- - 
what imperiously: "If we have to raise our 
hand we should raise it against someone wor¬ 
thwhile. What it the point of fighting againsi 
such lowly people wlio are agents of the 
government” (personal interview). 

8 Tikait remarked in Meerut on F^rUary 7, 
1988: "We are not beggars that we should 
want things. We only demand what is just 
and that is why we are h«e” {Navbharat 
Times, February 8, 1988). 
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Fintocing !Piiblic Enterprise Investments 

in India 

Anuid P Gupta 

Public enterprises account for substantial investment. Yet little work has been done on how this investmait. 
is financed. This paper reviews the way plan investments of central public enterprises have been financed in recent 
years, with a view to identify some of the main issues of public enterprise investment financing in India. 


Introduction 

IN India, pubik enterprises have been 
categorised into departmental enterprises 
and non-departmental enterprises. Depart¬ 
mental enterprises are unincorporated enter¬ 
prises owned, controlled and run direoly by 
public authorities. The criteria followed to 
distinguish public enterprise activity from 
public administration aaivity are: use of 
commercial accopnting methods ip deter¬ 
mine rinancial performance, and control of 
productive capiMl in the form of equipment 
such as machines, plants and stocks. Non- 
departmental public enterprises comprise: 
(a) government companies (in whkh not less 
than 51 per cent of the paid-up capital is held 
by the central government or state govern¬ 
ment or partly by the central government 
and partly by one or more state govern¬ 
ments), and subsidiaries of government 
companies; and (b) statutory corporations 
set up under special enactments of parlia¬ 
ment or state legislatures (kuch as Oil and 
Natural Gas Commission. Damodar Valley 
Corporation, State Electricity Board, etc). 
Non-departmental public enterprises include 
both financial and non-financU enterprises.' 

There are nearly 1,(X)0 public enterprises 
in India, with enterprises belonging to the 
central government, or central public enter¬ 
prises (CPEs). the most important compo¬ 
nent. CPEs currently numbw nearly 250, in¬ 
cluding departmental enterprises such as 
railways and telecommtmications, and non- 
departmental financial and non-financial 
enterprises such as Industrial Odvelopment 
Bank of India, Industrial Finance Corpora¬ 
tion of India, National Thermal Power Cor¬ 
poration and Steel Authority of India. The 
remaining public enterprises belong to the 
state, union territory and local goverranents. 
These include departmental enterprises such 
as Uttar Pradesh Irrigation, and hundreds 
of non-departmental financial and non- 
financial enterprises such as Gujarat In¬ 
dustrial Investment Corporation and Kerala 
State Cashew Development Corporation. 

Public enterprises account for substantial 
investment—-Rs 300 billion, 9.1 per cent of, 
ODP, in 1987-OS, for emrnpte. Yu little work 
has been done on how fhis investment is 
financed. This paper reviews the way plan 
imestments of C^Es* have been rinanced 
in recent years, wifo a view to identify some 
of the main issues of public enterprises in¬ 
vestment fiiundng in India. 


II 

Plan Investments 

CPEs’ plan investments account for 
nearly three-fifths of the total gross domestic 
capital formation (gdeO by Indian public 
enterprises flbble 1).* Of the CPEs plan in¬ 
vestments, non-rmancial non-departmental 
CPEs account for the largest share (nearly 
three-foutth.s), followed by departmental 
CPEs (nearly one-fifth) and Hnancial non- 
departmental CPEs (ateut one-twentieth). 
CPEs have depended on three broad sources 
for financing their plan investments: inter¬ 
nal resources, budgetary support, and extra¬ 
budgetary resources, This section describes 
each of these sourcesand reviews their role 
in financing CPEs plan investments in re- 
cent'years. 

Intern At. Resources 

Internal resources of a public enterprise 
comprise those intermdly-available resources 
wMch can be used to finance its plan invest¬ 
ment. They are arrived at by first adding up 
its retained proflts, depreciation, deferred 
revenue expenditures written-off, and carry¬ 
forward surplus available from previous 
year(s),^ and then subtracting the following, 
from the gross internal resources (aggregate 
of the above four items): (a) loan repay¬ 
ments; (b) net increase in working capit^ re¬ 
quirements for financing inventories, work's- 
in- progress, etc, and (c) non-plan capital te- 
quiicments. Thus, internal resources available 
' for financing a year's plan investment, do 
not necessarily mean internal resources 
generated in that year. Indeed, a public 
enterprise (PE) may have internal resources 
available for financing its plan investments 
in a year even though it may have suffered 
a loss, even a cash loss, in that year. 

Internal resources are expected to finance 
nearly two-thirds of CPEs’ investment 
outlays during the Seventh Plan. However, 
the actual pwformance so far has lagged far 
behind: internal resources financed only 37.6 
per cent of the CPEs investment outlay in 
the first year of the plan (1985-86), 32.3 per 
cent in the second year (1986-87), 31.9 per 
cent in the third year (1987-88), and are 
budgeted to finance 41.3 per cent of the 
outlay in the fourth year (I9M-89) (Ikble 2).’ 
It ne^s to be noted that the CPEs’ internal 
resources budgeted for 1988-89 (Rs 83.11 
billion) represent a rise of 45.8 per cent over 
the revised estimates of these resources for 


1987-88. This is subsumtialty higher than die 
rise (6.2 per cent) recorded by CPEs m 
1987-88 over 1986-87. Indeed, the budgeted 
increase in CPEs internal resources over 
1987-88 (Rs 26.11 Inllion) is substantially 
higher than even the bud^ted increase in 
CPEs plan investment (Rs 22.69 billion)l 
Almost three-fourths of the additional in¬ 
ternal resources are projected to come from 
seven CPEs—Steel foithority of India, lUe- 
communications. Oil and Natural Gas Com¬ 
mission, Railways, Mahanagar Iblephone 
Nigam, Indian Oil,-and Coal India. Tbio of 
these CPEs generated little or no internal 
resources in 1987-88; Steel Authority of 
India and Coal India are budgeted to. 
generate internal resources of Rs 4.88 bUikm 
and Rs 0.70 billion in 1988-89 against 
Rs 0.02 billion and nothing in I987-Ii|8, 
respectively. The CPEs expect to be a^'to 
achieve these ambitious targets largely as a 
result of the recent increases in the ad¬ 
ministered prices of the goods and services 
they produce. 

Depreciation provisions account for near¬ 
ly seven-tenths of CPEs’ gross internal' 
resources. If account is taken of inRatioa in 
the cost of capital goods and depredation 
provisions are appropriatdy adjusted. tM 
contribution of depreciation funds to CPEs’ 
gross imernal resources would be still highen 
This reflects the state of affairs on the ftont' 
of CPEs’ fmandal performance: the rate of. 
net proftt on net worth in 1986-87,* 4.3 pH 
cent remains low, although it improved 
marginaily from the 3.7 per cent rale acldev- 
ed in 1985-86. Moreover, this overall rate of 
return is largely because of the petroleum 
enterprises, which accounted for nearly 
three-fourths of the net profits of proEt- 
making CPEs. But as the net profin of non¬ 
petroleum CPEs (e g, Bharat Heavy Electri¬ 
cals, National Thermal Power Corporatiott) 
were inadequate to offset the losses of loss- 
making CPEs (eg. Coal India, Fertiliso’' 
Corporation of India, National Itattile Co^ 
poration), the net return in the non-petro¬ 
leum sector was in the negative^ 1.2peroen^ 

CPEs have done poorly because of several 
factors such as: relatively high capital inten; 
sity coupled with low capacity utilisation; 
excessive inventories; large; and often ugruiy; 
labour forces reepving salaries and wagtf 
leheraily not commensurate with the levds 
of productivity achieved; substantial social/ 
welfare obligations-relat^ costs; and prices 
set too low for sodo-economk reasona' 
Although the relative importance of these 
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fecton may dffer torn sector Md 
eves from CPE to CPE, it appears that 
maiiy CPEs sufTer from one common 
proUem—high costs. A recent study, for «• 
ample; has shown that a major factor res¬ 
ponsible for the poor financial performance 
of Rashtriya Chemicals and Fertilisers 
(RCF), the top ranking PE in the fertiliser 
sector and the eleventh largest among all the 
CPEs, is that its capital and operating costs 
are higlwr than ^e input consumption 
norms set up by the government of India’s 
. Fertiliser Industry Coordination Committee 
(PIC C);^ to produce one ton of urea, this 
CPE uses larger quantities of feedstock and 
utilities, incurs higher conversion and 
marketing costs, and carries a heavier 
burden of interest and depreciation.' This 
suggests that RCF managers have no strong 
incentives to reduce costs. 

Budgetary support 

With internal resources financing only 
one-third to two-fifths of their plan invest¬ 
ments. the CPEs have a substantial deficit 
whidi is financed through support from the 
central budget and resort to several extra- 
budgetary sources. Although budgetary sup¬ 
port continues to be a major source for 
financing the CPEs’ deficit, its contribution 
has regittered a substantial decline in recent 
years—it worked out to 59.2 per cent in 
1987-88, against 87.3 per cent in 1984-85. As 
per cent of GOP, budgetary support for 
CPEs’ plan investments declined from 2.8' 
per cent in 1984-85 to 2.2 per cent in 1987-88. 

The government of India (GOI) has set 
up procedures to determine the level and 
form of budgetary support to CPEs. Most 
CPEs with plan schemes are required to sub¬ 
mit, well b^ore the start of a new fiscal year, 


a detailed statement* iii^katiiil; limod^ 

other things, the plan investment pto^asei 
to be undertaken during the coming fiscal 
year, the internal and cxterntU resources'*’ 
expected to be available for financing it, and 
the budgetary support sought from the cen¬ 
tral government. These statements ate scru¬ 
tinised by the concerned administrative 
ministries/departments, the Planning Com¬ 
mission, and the Ministry of FinaiKc. The 
purpose of the exercise is to ensure that once 
a CPEs’ plan investment is approved," it 
fends for itself to the extent feasible, with 
budgetary support provided only to finance 
the deficit, if any. However, this has not 
always been achieved: there have been in¬ 
stances where certain CPEs had drawn 
budgetary support from the GOI although 
they had adequate internal resources to 
finance the entire plan schemes. 

The budgetary support for CPEs’ plan 
schemes comprises of half equity and half 
loan, with equity released first and loan 
released after the entire equity has been 
released." There are however two excep¬ 
tions to this general giiiddine. First, certain 
CPEs such as Food Corporation of India 
and Indian Dairy Corporation receive the 
entire budgetary support in the form of 
equity. Second, departmental enterprises ate 
also treated differently—they being part of 
the GOI. budgetary support to them is 
treated on par with that to other administ¬ 
rative departments, with no distinction made 
between debt and equity. 

Loans carry an interest obligation," 
whereas equity capital is free from any 
obligation. If a PE is unable to pay interest, 
it can approach the GOI for (a) an interest 
subsidy, (b) postponement of interest pay¬ 
ment. (c) grant of non-plan loan to cover 


cilh ioiim ^iicliidihil fiie due), 

(d) writing off thewiK^ior part ofthe loan, 

(e) conversion of the whole or pan of the 
loan into equity, or (0 rescheduling of loan 
repayment with a moratorium on interest 
payments. The CPEs have resorted to ali of 
thw devices, with the GOI generally respon¬ 
ding favourably. For example: in 1986-87 the 
GOI provided substantial interest subsidies 
t<f several CPEs, including National Textile 
Corporation (Rs 817 million). Coal India 
(Rs 581 million). Steel Authority of India 
(Rs 238 million), and Fertiliser Corporation 
of India (Rs 229 million)t in 1987-88 the 
COl wrote off loans to Mining and Allied 
Machinery Corporation (Rs 1,089.4 million), 
Jessop and Company (Rs 522.1 million), 
Braithwaite and Company (Rs 415.7 million), 
Richardson and Cruddas (Rs 83.8 million), 
Bharat Brakes and Valves (Rs 43.4 million), 
and Bharat Pumps and Compressors 
(Rs 36.6 million). 

There is reason to believe that many CPEs 
receiving budgetary support, do not make 
any contribution to th- OOI’s receipts by 
way of loan repayments, interests, dividends 
and business income taxes. GUI’s budgetary 
supports to such CPEs, it must be noted, are 
tantamount to government grants." 

Extra-BudciETary Resources 

Extra-budgetary resources (EBRs) ate 
resources other than budgetary support, 
which CPEs raise to finance the deficit in 
resources required to finance their plan in¬ 
vestments. EBRs have grown in importance 
recently: they financed 30.8 per cent of the 
CPEs’ plan resources deficit in 1986-87 and 
a substantially higher proportion (40.8 per 
cent) of the deficit in 1987-88, against 7.8 
per cent during the Sixth Plan period 


Table 1; Contribution ofCentrai. Pubiic Enterprises (CPEs) in Terms of Pian Investment and Resource Mobilisation 

fjis billion, at current prices/ 


War 

j 

Tbtal Public 
Sector Pljui 
Outlay 

Central Plan 
Outlay 

CPEs’ Plan 
Investment 

CPEs’ 

Internal 

Resources 

Total Gross 
Domestic 
Capital 
Formation in 
Public 
Enterprises 

CPEs’ Plan 
Investment as 
Per Cent of 
Central Plan 
Outlay 

CPEs’ 
Internal 
Resources as 
IVr Cent of 
Central Plan 
Outlay 

CPEs’ Plan 
Investment as 
Per Cent of 
Ibtai Cross 
Domestic 
Capital Forma¬ 
tion in Public 
Enterprises 

I 

2 

3 

4 

5 

6 

7 

8 

9 

198081 

150.23 

70.49 

. 51.68’‘ 

13.62 

108.99 

73.3 

19.3 

47.4 

1981-82 

183.73 

91.97 

7o.so;; 

22.28 

141.41 

76.7 

24.2 

49.9 

198283 

217.25 

112.85 

88JI 

33.55 

162.49 

78.4 

29.7 

54,5 

1983-84 

253.14 

136.44 

101.85(RE) 

42.06 

173.29 

74.6 

30.8 

58.8 

198485 

300.33 

166.50 

I22.64(RE) 

48.18 

209.07 

73.7 

28.9 

S8.7 

1985-86 

330.60 

191.15 

I47.49(RE) 

35.46(RE} 

240.75 

77,2 

29.0 

61.3 

198687 

402.6I(RE) 

236.25(RE) 

166.25(RE) 

S3.68(RE) 

268.89 

70.4 

22.7 

61.8 

I9r88 

446.98(BE) 

257.0I(RE) 

178.47(RE) 

57.00(RE) 

300.31 

69.4 

22.2 

59.4 


Note. * Ibttl public sector idan outlay consists of investment outlay and current outlay Investment outlay is targeted at 85.7 per cent of the 
total Seveitth Phut public sector outlay. Break-up of annual plan outlays into investment outhqis and current outlays is not available 
** Author's eatinute/prajection. 

RE ^ Revised Estimates; BE» Budget Estimates. 

Somter. Baaed ou data from several sources, includinr- Government -of India: ImiUin Economic Statistics—Public Finance (1986): Annual Plan 
198tt^atiitlJ987-88: Budget at a Glance, various issues; Explanawy Memorandum to the Budget qf the Centnl Government, various 
tssuest JSgpeiidlture Budget 1987-88 and 1988-89, Veil; end New Series on Nailonel Accounts Statistics with I98B81 asBtue Kar(1968). 
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(1^(041 to 19S44S). TW» is certslnly a 
devdopment in pw r^t (Uicctkm: the mote 
CPEs have to fend for themselves, via (Ureci- 
ly raising more resources through, say, in- 
tornai and/or external borrovring, so much 
the better. 

" Currently, EBRs include resources raised 
through public enterprise bonds, external 
commercial borrowings, inter*CPE deposits, 
loans from the Oil Industry Development 
Board and the Oil Coordination Committee; 
loans from the Steel Development Fund, 
deposits from the public, loans from finan- 
ciid institutions, and equity participation by 
co'operatives and foreign collaborators. 

Public Enterprise Bonds: Of the several 
instruments in use to raise EBRs, public 
enterprise bonds account for the largest 
share—42.5 per cent in 1987-88, for example. 
But bonds are not a popular means for 
raising resources, in the sense that only about 
fifteen CPEs, out of a total of about 250 
CPEs, have raised resources through bonds. 
They include: National Thermal Power Cor¬ 
poration, National Hydro Electric Power 
Corporation, Iblecommunications, Maha- 
nagar Iblephone Nigam, Neyveli Lignite 
Corporation, Indian Pctro-Chemicals Cor¬ 
poration, and Railways. 

CPEs currently offer 13 per cent 7- and 
lO-year bonds, and 9 per cent, 10-year bonds, 
both with generous tax benefits; some enter¬ 
prises (c g, Hindustan Photo Films) offer 
only 13 per cent bonds. The tax benefits are; 
interest on a 13 per cent bond qualifies for 
deduction up to Rs 7,000 per year; interest 
on a 9 per cent bond is completely exempt 
from income tax without any limit; wealth 


tax caiempdon for both 13 per eent and 9 per 
cent bonds up to Rs 5,00,000. Because of 
these tax benefits, public enterprise bonds 
are much more attractive than bonds issued 
by even well known private sector firms."* 
This has begun to divert capital resources 
from private sector to public enterprises, 
while at the same time creating an implicit 
loss of tax revenue. Indeed, the implicit 
returns are so good that public enterprise 
bonds may have begun diverting some 
private sector firms' internal resources (re¬ 
tained profits and depreciation funds) hom 
reinvestment. 

Despite all this, however, CPEs, by and 
large, are not happy with raising resources 
through bonds—they prefer the easier and 
cheaper alternative of budgetary support for 
financing their plan investments. 

External Commercial Borrowings: Exter¬ 
nal commercial borrowings by CPEs form 
a part of the country’s overall external 
borrowing programme. The 1987-88 revised 
estimates for external commercial borrow¬ 
ings including suppliers' credit by CPEs 
stand «t Rs S.8 billion, substantially lower 
than the 1986-87 figure of Rs 11.4 billion. 
The CPEs allowed/asked to borrow abroad 
on commercial terms are generally the ones 
which have done better (e g. Oil and Natural 
Gas Commission, National Thermal Power 
Corporation). The reason for this is obvious; 
CP& with good track records are able to 
borrow on relatively soft terms—Oil and 
Natural Gas Commission, for example, has 
recently concluded a deal for a lO-year $ 3(X> 
million Eurodollar loan at LIBOR plus 3/16 
per cent inieicst for first two years and 


UBOR plus 1/4 pet cent interest ihereaftet, 
with a 7.S-ycar grace period. 

It needs to be clarified that the above exp 
ternal borrowings by CPEs are in addition 
to the external assistance provided by varkhis 
sources such as the World Bank^ Interna¬ 
tional Development Association, and 
Overseas Economic Co-operation Fund of 
Japan. External assistance for CPE projects, 
currently totalling roughly Rs 20 billion, 
some 10-12 j)er cent of CPEs total plan in¬ 
vestment, is transmitted to the concerned 
CPEs as part of budgetary support from the 
iGOI. This support follows the same terms 
'and conditions as applicable to other OOl 
budgetary support to CPEs. To elaborate; ^ 
budgetary support to CPEs is’provided on 
the same terms and conditions (e g, half 
equity, half loan), regardless of, for exam¬ 
ple, whether the GOI obtained the external 
assistance in the form of loan, grant, or a 
combination of both. The responsibility for 
lepayment of loans obtained from external 
assistance sources, payment of interest 
thereon, and other charges, if any, is assum-r 
ed by tiie GOI. Foreign exchange risk, if any, 
is also borne by the GOI. 

Inter-CPE Deposits: This is a recent ad¬ 
dition to the list of EBRs. The schemeis sup¬ 
posed to work as follows; Managers of noii- 
financial CPEs with surplus funds in a year, 
operating at aim's length, would put these 
funds on deposit with other non-Hnandal 
CPEs. 'fhe amount of inter-CPE deposit# 
budgeted for 198S-89 is Rs 5.8 billion, 
marginally lower than the 1987-88 budget 
estimates of Rs $.9 billion; the 1986-87 revis¬ 
ed estimates amounted to a mere Rs 0.4 


Taiiie2; Financing oi Ci nirai Pubi ic ENiERVRishs’ Pi an iNvrMMi.Nts 


(Rs billion) 



Sixth Plan 
(at Current 
Prices) 

Seventh Plan 
targets 
(at 1984-85 
prices) 

1984-85 
(at Current 
Prices) 

1985-86 (KE) 
(at Current 
Prices) 

1986-87 (RE) 
(at Current 
Prices) 

1987-88 (RE) 
(at Current 
Prices) 

1988-89 (BE) 
(at Current 
Prices) 

I 

2 

3 

4 

5 

6 

7 

8 

1 CPEs’ plan investment 

435.18* 

669.69* 

122.64(RF.) 

147.49 

166.25 

178.47 

201.16 

2 Internal resources 

159.69 

441.35 

48.18 

55.46 

53,8 

57.00 

83.11 


(36.7) 

(65.9) 

(.39.3) 

(37.6) 

(32 3) 

(31.9) 

(41.3) 

3 Deficit (1 minus 2) 

275.49 

228.34 

74.46 

92.03 

112.57 

121.47 

118.05 


(63.3) 

(34.1) 

(60.7) 

(62.4) 

(67.7) 

(68.1) 

(58.7) 

4 Financing of Deficit; 








Budgdary support 

254.00 

170.34 

65.00 

72.86 

77.92 

71.90 

74.02 


(58.4) 

(25.4) 

(53.0) 

(49.4) 

(46.9) 

(40.3) 

(36.8) 

Extra budgetary resources 

21.49 

58.00 

9.46 

19.17 

34.65 

49.57 

44.03 

of which: 

(4.9) 

(8.7) 

(7.7) 

(13.0) 

(20.8) 

(77.8) 

(21.9) 

Bonds 


— , 

— 

3.15 

13.64 

21.08 

20.39 





(2.1) 

(8.2) 

(11.8) 

00.1) 

External commercial borrowing/ 








suppliers’ credit 

21.49 

35,00 

9.46 

7.7! 

11.44 

5.77 

6.17 


(4.9) 

(5.2) 

(7.7) 

(5.2) 

(6.9) 

(3.2) 

(3.1) 

Other extra budgetary resources 


23.00 

— 

8.31 

9.21 

22 72 

17.47 



(3.4) 


(5.6) 

(5.5) 

(12.7) 

(8.7) 


Notes: * Author’s estimate 

Figures within brackets indicate percentages to central pubiie enterprises' investments. 

RE « Revised Estimates. BE « Budget Estimates. 

Sources: Bated on data.from several sources, including; Government of India: Expenditure Budget 1997-88 and 1988-89, Vol I; Anmud Plan 
1986-87and l987-8lk IntBan Economic SUMstics—Public Finance (1986); Budget at a Glance, various issues; and Explanatory Memorandum 
to the Budget of the Central Government, various issues. 
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biUknt. Information on the revucd estimates 
for is not available. 

As the interest rates on inter-CPE deposits 
are much higher (about 14 per cent) than on, 
sw, CPEs’ deposits with the GOI, the 
sdieme wilt have a positive effect on the 
finances of CPEs with surplus funds. What 
it more, the scheme may also have the ef- 
Ito of making the borrowing CPEs more 
efficient in the use of their resources. 

. There are, however, indications suggesting 
that the scheme may run into rough weather 
unless timdy,- corrective steps are taken. 
Ihke, for example, the issue of Oil and 
Natural Gas Commission and Rashtriya 
Chemicals and Fertilisers Corporation’s 
deposits with heavily-losing, almost insol¬ 
vent, Coal India Limited, Fertiliser Corpora¬ 
tion of India and Hindustan Fertiliser Cor¬ 
poration.'^ These deposits do not appear to 
have been arranged at arm’s length; indeed, 
the concerned administrative ministries of 
tlM GOI seem to have played a major role 
in arranging them. 

Loans from Oil Industry Development 
Board (OIDB) and OH Co-ordination Com¬ 
mittee lOCCf. The OIDB, administering the 
tesonrees raised through a cess on in¬ 
digenous crude; currently levied at the rate 
of Rs 600 per tonne, provides assistance to 
organisations enganged in the development 
programme of the oil industry—from the ex- 
Isolation and production of crude oil to its 
refining, ftuther downstream processing, 
distribution, marketing, and research and 
development. Although the GOI which col¬ 
lects the cess is supposed to transmit the en¬ 
tire proceeds to the OIDB, it has generally 
not done so in recent years. The reason for 
tUs is that in die GOl's estimate OIDB’s pie- 
icnt resources (which include repayments of 
earlier loans and intmst receipts) are 
adequate to meet the eligible CPEs likely 
demands. 

As regards the OCC, although its main 
fitnetions are to (a) prepare long-term de¬ 


Central Public Enterprises 

Amount 

Making Deposits (Rs billion) 

Krishak Bharati Co-operative 

1.40 

Rashtriya Chemicals and FertilLsers 

0.40 

Oil and Natural Gas Commission 

2.89 

Bharat Heavy Electricals 

0.20 

Mr India 

0.20 

Indian Airlines 

0.57 

International Airports Authority 
of India 

0.96 

Bombay Port Trust 

0.20 

Ibtol 

5.92 


mand estimates for petrokum products, 
'assess the import requireR»ntt of crude oil 
and to prepare the annual Oil Economy. 
Budget, (b) allocate impevted and domestic 
crude oil among various refineries in the* 
country, (c) determine refinery-wise monthly 
production pattern of petroleum products, 
(d) administer the elaborate petroleum reten¬ 
tion pricing scehme, and (e) manage the oil 
industry pool accounts," it also provides 
support to finance plan investments of CPEs 
in the oil and gas sector. This support is pro¬ 
vided out of the surplus funds in the oil in¬ 
dustry pool accounts. 

The two institutions provide their support 
in the form of loans carrying an interest rate 
(12 per cent) which is substamially lower 
than the current market rates. The total 
amount of OIDB-OCC support targeted for 
1987-88 was Rs 3.6 billion, with Gas 
Authority of India alone accounting for 87 
per cent of it. The other CPEs targeted to 
benefit from this support were: Cochin 
Refineries (Rs 0.28 billion), Bongaigaon 
Refinery (Rs 0.16 billion), and Lubrizol India 
(Rs 0.01 billion). 

Loans from Steel Development Fund 
(SDF/i The SDF, comprising the resources 
raised through a development surcharge on 
steel products, currently at rates ranging bet¬ 
ween Rs 4O0-S00 per ton. is used to provide 
concessional (2-8 per cent) loans to sted pro¬ 
ducers. These loans represent a major source 
of funds, accounting for 11.8 per cent of the 
EBRs budgeted for 1987-88 and for 32.6 per 
cent of the steel sector CPEs plan invest¬ 
ments budgeted for that year. This suggests 
that the SDF regime provides substantial 
cross subsidies to the less efficient steel pro¬ 
ducers (e g. Steel Authority of India, a 
major CPE) by taxing the more efficient 
(e g, ikta Iron and Steel, a major firm in 
the private sector). 

Deposits from Public. CPEs are allo^d 
to accept 1-3 year deposits from the public 


Central Public Enterprises Amount 

Accepting Deposits (Rs billion) 

Fertilisers and Chemicals Davancore 0.30 
Pradip Phosphates 0..50 

Fertiliser Corporation of India 0.20 

Hindustan Fertiliser Corporation 0.30 
National Thermal Power Corporation 0.50 
Coal India 1.00 

National Thermal Power Corporation 0.30 
Rashtriya Ispat Nigam 1.39 

Cement Corporation of India 0.20 

Vayudoot O.OS 

National Airports Authority 0.40 

Indira Gandhi Rashtriya 0.10 

Udan Academy 

Helicopter Corporation of India 0.28 
Nhava ShevB Port 0.20 

Total S.92 


at the Resove ftmk of India'adiiiiaiitMhd 
interest rates (10.S-t3.S per cent), provided 
the deposits do not exo^ IS per cent of a 
CPE’s paid-up capital and reserves. 
However, as the interest on these dqxniu 
docs not qualify for any concessional tax 
treatment, they are not much of an attrac¬ 
tion for taxpayers. ThtMe who generally go 
in for these deposits are peopk who are 
outside the tax net and who do not want to 
take the risk associated with private sector 
company deposits offiering sUghtly higher in¬ 
terest rates.'* The amount of deposits 
budgeted for 1987-88 was a mere Rs 0.23 
billion: information on the revised estimates 
for ^987-88 and the budget estimates for 
1988-89 is not available. 

Loans from Domestic Long Tbrm Finan¬ 
cial Institutions: CPEs dependence on 
domestic long term financid institutions 
(other than OIDB, OCC and SpF) for 
resources to finance their plan invratment 
does not add up to much—Rs 0.27 billion 
in 1987-88, for example This is not surpris¬ 
ing, given (a) the relatively high normal rate 
of interest (about 14 per cent) charged by 
these institutions, and (b) the eligible CPEs 
inability to pay even the concessional interest 
rates charged by these institutions on cer¬ 
tain loans (e g, ll.S per cent loans under 
Industrial Development Bank of India’s 
Ibuile Modernisation Fund Scheme). 

Equity Participation by Co-operatives and 
Foreign Collaborators: More than 99 per 
cent of the CPEs’ equity is held by the GOI. 
Co-operatives’ equity participations in two 
CPEs (Indign Farmers f^iliser Co-operative - 
and Krishak Bharati Co-operative) total 
some Rs 0.67 billion. Fotegin equity parti¬ 
cipations in IS CPEs (eg, Psr^ip Phos¬ 
phates, Maruti Udyog) add up to a slightly 
higher figure; Rs 0.73 billion. Co-operatives* 
equity participation in CPEs is low because 
co-operatives run as business have not beqn 
much of a success in India—it is only in the 
state of Gujarat that co-operatives have 
achieved some success. Foreign equity parti¬ 
cipation, on the other hand, is low largely 
because of the GOl’s generally restrictive 
l)plicy. with non-financial considerations 
playing a major role in GOl’s decision¬ 
making on such participation, lb illustrate, 
the GOI may not allow foreign equity par¬ 
ticipation in a CPE if it is found that the 
technology sought by it (the CPE) may be 
available on an outri^t-purchase or royalty- 
payment basis. It is only when it is fdt that 
the technology in question vrould not be 
available unless the foreign firm is ofiereit 
a share in the CPEs’ equity, that the GOI 
generally allows foreign equhy participation. 

Ill 

Mq|or laauen 

IWo major issues emerge from the fiMcgo- 
ing discussion. They rdate to: (a) CPEs 
Seventh Plan into-nal resource targets, and 
(b) incentives to CPE managers. 


Note. * Details of revised estimates for 1987-88 and budget estimates for 1988-89 ate not availdrk 
Sower Covernmem of India. Ministry of Finance 
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Seventh Plan Inteenal Resouroe 
Targets 

The Seventh Plan envisages internal 
resource goieration of Rs 441.35 billion (at 
1984-85 prices) by CPEs.»> Of this. 
Rs 298.95 billion are expected to be raised 
at the prices, tariffs, etc, obtaining in 
1984-85, and the balance through additional 
resource mobilisation efforts. 

Hibie 4 presents data on the top of ten 
CPEs' internal resources at the prices, tariffs 
etc^ obtaining in 1984-85, as estimated by the 
Planning Commission while formulating the 
Seventh nan. It also presents the available 
dau on these CPEs (a) targets of internal 
resources mobilisation through additional 
measures, and (b) inlerrul resources utilised/ 
expected to be available for financing their 
plan investments in 1985-86, 1986-87, 
1987-88 and 1988-89. 

livo things emerge from these data. First, 
of the nearly 200 CPEs with plans to invest 
during the Seventh Plan period, the top ten 
accounted for as much as 88 per cent of rUI 
CPEs’ internal resources at the prices, tariffs 
etc, obtaining in 1984-85. These CPEs are: 
Air India, Indian Airlines, Indian Oil Cor¬ 
poration, National Fertilisers, National 
Thermal Power Corporation, Oil India, Oil 
and Natural Cas Commission, Railways, 


Rashtriya Fertilisers and Chemieds, and 
Iblecommunications. 

Second, given that the 1985-86,1986-87, 
1987-88, and 1988-89 dau are in current 
prices, not in 1984-85 prices,^' and also 
reflect the resources attributable to the CPEs 
additional resource mobilisation measures, 
no one can be sure that CPEs will be able 
to hit the Seventh Plan’s overall internal 
resource mobilisation urget. Indeed, given 
the CPEs performance so far, one might 
question the credibility of the Seventh Han’s 
internal resource targets for the CPEs: the 
Planning Commission expects the CPEs to 
generate internal resources amounting to 
above two-thirds of their investment outlays 
during the Seventh Plan, although during 
the Sixth Plan period as a whole as also dur¬ 
ing the last year of the Sixth Plan (1984-85), 
their actual performance was subsuntially 
lower—less than two-fifths (see ’Bble 2). 
This appears to be a case of unrealistic 
target-setting. One hopes this would not 
happen with the CPEs’ internal resource 
Urgets for the Eighth Plan. 

iNCENTivts TO CPE Managers 

The CPE managers operate in an environ¬ 
ment which (a) enables them to raise 
resources at interest rates which are generally 


TaHLS 4: Cl'NTRAl.PUBLIl ENIFRPRIStisSr.VFNTH PLANlNTERNAI.RfcSOURCEsTARCET^ANOTHblR 
iNTtRNAl. RtSOliRttS UlILtSED.EXPFt'TED ID BC AVAILABLE LOR FINANCING ThEIH 1985-86, 
1986-87, 1987-88 AND 1988-89 Plan Investments 

~ (Rs billionj 


Public Enterprises 


Seventh Plan’s Ihrgets Internal Resources (at Current 
of Internal Resources Prices) Utilised/Expected to Be 
Mobilisation Available for Financing Plan 


(at 1984-85 Prices) Investments in 

Ai Through Tbtal 1985-86 T986-87 1987-88 1988-89 
Prices, Addi- (2^3) (RE) (RE) (RE) (BE) 
Tariffs, tional 
etc. Measures 
Obtaining 
in 

1984-85 


1 

2 

.1 

4 

5 

6 

7 

8 

Oil and Natural Gas Cominission 130.73 

NA 

NA 

19.34 

18.37 

18.96 

22.50 

Railways 

42.25 

25.00 

67.25 

NA 

11.82 

13.20 

15.78 

Telecommunications 

24.82 

2.50 

27.32 

NA 

4.18 

6.62 

13.04 

Oil India 

19.29 

NA 

NA 

NA 

2.01 

1.95 

1.99 

National Thermal Power 

8.52 

NA 

NA 

NA 

1.85 

3.42 

2.82 

Indian Oil 

9.35 

NA 

NA 

NA 

L29 

1.51 

2.50 

Indian Airlines 

7.00 

NA 

NA 

NA 

1.19 

1.37 

0.86 

Air India 

8.00 

NA 

NA 

NA 

0.99 

1.06 

1.29 

National Fertilisers 

6.05 

NA 

NA 

NA 

0.70 

0.33 

1.26 

Rashtriya Chemicals and 

Fertilisers 7.09 

NA 

NA 

NA 

0.43 

0.20 

0.42 

Other CPEs 

35.85 

NA 

NA 

NA 

10.85 

8.38 

20.65 

All CPEs 

298.95 

142.40 

441.35 

55.46 

53.68 

57.00 

83.11 


Noler. NA Not Available. 


* Including Mahanagar Iblephone Nigam Limited (MTNL). MTNL, set up recently, is 
responsible for operations which earlier formed part of the activities of the COI's Depart¬ 
ment of Telecommunications. 

Sourcer. Based on data from several sources, including: Government of India: Expenditure Budget 
I987~S8 and 1988-B9, Volume I; and K S Sastry; ‘Financial Performance of Public Enter¬ 
prises in 1986-87 and ptos|^S'for 1987-88 and the Remaining Part of the Plan Period 
with Emphasis on Resource Mobilisation', Keynote Address DeUvered at the Conference 
of Chief Executives of Public Enterprises, New Delhi. January 14, 1988. 


substantially lower than market rater, 

(b) does not penalise them if the return on 
the net worth employed in CPEs continue* .. 
to be substantially less than even the arti- 
ficiaily low nominal interest rates which the . 
GOI pays on the resources it borrows; and 

(c) bails them out, through open-ended 
budgetary support, if they incur losses. This 
environment, clearly suggesting gross lack 
of financial diyipline, is a major disincen¬ 
tive to manageriid efficiency. This urgently 
needs to be changed. 

IV 

Concluding Remarks 

This paper provides a perspective on bow 
CPEs’ plan investments are financed. R 
reveals that althou^ budgetary support con¬ 
tinues to be a major source of Hnanciag 
CPEs’ plan investments, its contribution has 
declin^ from 53 per cent in 1984-85 to 40.3 
per cent in l%7-88 and is expected to decline 
further to 36.8 per cent in 1988-89. As per 
cent of GDP. budgetary support for CPEi 
plan investments has declined from 2.8 per 
cent in 1984-85 to 2.2 per cent in 1987-88. 
Given the worsening financial position of 
the GOI, this trend is likely to continue: . 

The paper also looks at the issue of in-. >' 
ternal resource generation bit CPE* and 
questions the ci«libility of the Seventh 
Plan’s taigeu. It expresses Uie hope that the 
Planning Commission would be realistic in. ;■ 
setting the CPEs* internal resource targets 
for the Eighth Plan. 

Finally, the paper shows that with the 
GOIs budgetary support declining and with 
internal resources adequate to finance only . 
one-third to two-flfths of their plan invest- ,., 
ments, the CPEs are increasingly being asked' ^ 
to fend for themselves. Making CPEs fend ’ 
for themselves is certainly a development in . 
the right direction: the more the CPEs have 
to fend for themselves, via directly raisini 
mote resources through, say, internal and/or 
external borrowing, so much the better. 
There is. however, one questionable aspect 
of this development: the instruments being " 
used (eg, public enterprise bonds) to maMe 
CPEs to fend for themselves, add to distor¬ 
tions in the economy. This urgently needs 
to be attended to: the environment should 
be such that it makes CPE managers raise 
resources at market rates and respond to the 
resulting higher cost of capital by improving 
efficiency. 

Notes 

[I am grateful to M P Agarwal, Robert Ander¬ 
son, S Cuban, James A Hanson. Ramaswamy 
R Iyer, Suresh Kumar, D T Lakdawala, Samud 
Lieberman, Lloyd McKay, Govindan Nair, 
Garry Pursell, K V Ramakrishnan, A VUdya- 
nathan and J Peter Wogart, for thei.- helpful 
comments on earlier versions of this paper. All 
errors are mine.] 

I Government of India: Transactions pf tha 
Public Sector I96MI, 1979-30 (New Delhi, 
1983, PP xiv-xvi. 
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2 CPS*’ plan investments comprise all of 
ifwir investments included in the develop¬ 
ment plan outlay approved hy the Planning 
Commission. CPi^ also undertake invest¬ 
ments which do not fonn a part of the plan 
outlay. Such investments, called non-plan 
investments, account for a very small pro¬ 
portion of the CPEs' total investments. 

3 The remainder of gdcf is accounted for by 
investments (both plan and non-plan) of 
enterprises other than CPEs and non-plan 
investments of CPEs. 

4 A public enterprise will have a carry¬ 
forward surplus when its plan investment 
in a year turns out to be less than its inter- 
lud resources. 

5 It may be noted that the data on CPEs in¬ 
ternal resources used in this paper do not 
tally with those in the GDI’s Economic 
Survey—while CPEs internal resources as 
per Economic Survey 1967-SS, for example, 
rose from Rs 50.68 billion in 1985-86 to 
Rs 60.97 billion in 1986-87, the figure as per 
this paper declined from Rs 55.46 billion 
to Rs 53.68 billion (see Ihble 2). There are 
three reasons for this discrepancy. Rrst. 
white the Economic Survey data represent 
gross internal resources (retained profits * 
depreciation -t- deferr^ revenue expen¬ 
diture written off), our dau represent net 
internal resources (gross intern^ resources 
minus loan repayments). Second, our data 
cover all CPEs (departmental and non- 
departmental) with plan investments, 
whereat the Economic Survey data coverage 
is limited to all non-departmenial CPEs. ex¬ 
cept CPEs with co-operatives’ equity par¬ 
ticipation. Finally, the Economic Surv^ 
data for the two years in question are not 
strictly comparable: white the data for 
1986-87 cover Mahanagar Telephone Nigam 
(MTN), a major CPE with gross internal 
resources of Rs 2.34 billion in 1986-87, those 
for 1985-86 don’t. (MTN was set up in 
1986-87. It it res^nsibte for operations 
which earlier formed part of the activities 
of the GDI’s Department of Telecommuni¬ 
cations.) 

Given the above, one should have a list 
of all CPEs, giving informatioq on both 
gross and net internal resources, in order 
that the above discrepancy can be resolved. 
Such list is not readily available: 

6 1986-87 is the latest year fm which the rrie- 
vant data on CPEs financial performance 
are presently (November 1988) available. 

7 The FICCs input consumption nonns are 
not only achievable but can also be improv¬ 
ed upon. 

8 Anand P Gupta, Financial Performance of 
Publk: Enterprises in India: A Case Study 

, of Kashtriya Chemicals and Fertilisers 
Limited (Indian Institute of Management 
Working Paper 770), Indian Institute of 
Managemem, Ahmedabad, November 1988, 
pp 11-15. 

9 This statement is not required from (a) cer¬ 
tain departmental CPEs such as Atomic 
Power Sution of Department of Atomic 
Energy, Badarpur Power Station of Depart¬ 
ment of Povm, Delhi Milk Scheme of 
Department of Agriculture, and Mims and 
Press of Depanment of Economic Affairs, 
and (b) non-departmental financial enter¬ 


prises operating under the administrative 
conind of the Dotanmem of Economic Af¬ 
fairs’ Banking and Insurance Divisions. 

10 External resources here include only those 
directly coming to CPEs. As discuss^ later 
in this paper, exiertwl assistance for CPE 
projects from sources such as the World 
Bank, International Development Associa¬ 
tion, and Overseas Economic Co-operation 
Fund of Japan, is transmitted to the con¬ 
cerned CPEs as part of budgetary support 
from the GDI. 

11 As a result of the scrutiriy the approved plan 
investment outlay of a CPE for a year may 
differ from that proposed by it. The 
railways, for example, had propel a plan 
investment outlay of Rs 43 billion for 
1988-89, but the approved outlay is Rs 38.5 
billion. 

12 The source of this information is a recent 
GDI circular to CPEs. One can easily 
understand the concerned CPEs’ motiva¬ 
tion behind drawing budgetary support 
from the GDI although they had adequate 
internal resources to finance the entire plan 
schemes. So the question really is; How did 
the GDI officials allow this to happen? One 
does not know the answer to this question. 

13 The equity and loan received by a CPE in 
a year may not be in the prescribed ratio 
of 1:1, as the budgetary support may be on 
account qf more than one plan schemes, 
with different commencement dates. Thus, 
a CPE with two plan schemes under imple¬ 
mentation in a year, may receive in that year 
budgetary support of, say, Rs 100 million 
in the form of equity for one scheme and 
the loan component of the budgetary .sup¬ 
port, say Rs 50 million, for the other 
scheme, with the equity-loan proportions in 
the budgetary support received by the CPE 
thereby working out to 2:1, not 1:1. 

14 Interest rates currently applicable to GDI 
loans to CPEs are as follows: 

per cent 

1 Industrial and commercial 
enterprises and co-operatives 
having equity capital exceeding 
Rs 10 million: 

(a) Investment loans IS 

(b) Working capital loans and 
loans to meet cash losses 17 

2 Financial institutions, port 
trusu, Khadi and Villa^ Indus¬ 
tries Commission, etet 

(a) Rural Electrification Cor¬ 


poration; 

For Minimum Needs 
Programme 9.25 

For other purposes 10 

(b) National Bank for Agri¬ 

culture and Rural 
Development 10 

(c) Dthers 10.5 


15 Such CPEs may contribute to the GDI’s 
receipts by way of indirect taxes. However, 
indite taxes carmot be ascribed to a CPE 
itself, since they are levied on consumers in¬ 
dependently of a product’s origin. Only the 
business income tax constitutes an effiden- 
cy tax securing a portion of the value add¬ 
ed generated by an enterprise. 

16 1b illustrate, the marginal post-lax return 
to an individual belonging to the highest in¬ 


come and wealth tag brackets tswM wd lo 
13 per omt If he irivesu in a 13 per cent 
pul^ enterprisebond. against mtly 4.175 
per cent if invested in a 13 per cent bond 
issued by a private firm. 1b put ft diiTerentlK 
the regime of public enterprise bonds hra 
created conditions such that the net return 
on an investment carrying at least some risk 
works out to be substantially lower than 
that on a safe investment! 

17 For details, see 'ftble 3. 

18 These accounts are formdiy known as 
Crude Oil Price Equalisation Account, Cost 
and freight Surcharge Accoum, Freight Sur¬ 
charge Pool Account, and Product Price 
Adjustment Account. 

19 Many private sector companies have 
default^ on the payments due on deposits 
from the public. 

20 The Planning Conunission has put the 
CPEs’ Seventh Plan iiiternal resource target 
at Rs 516.94 billion (see Government of In¬ 
dia, Planning Commission i Seventh Five 
Year Plan 1985-90—Mid-Term Appraisal, 
New Delhi, 1988, p 13). This iiKludes ac¬ 
cruals to OIDB (Rs 52.59 biltton) and SDF 
(Rs 23 billion). As clearly stated in this 
paper, the OIDB and SDF resources do not 
form part of the CPEs internal resources. 
In view of this, the CPEs Seventh Plan in¬ 
ternal resource target should be put at 
Rs 441.35 billion, not at Rs 516.94 billion. 

21 Prices have risen in each year of the Seventh 
Plan. Wholesale prices, for example, rote 
by 5.7 per cent in 1985-86, 5.3 per cent in 

1986- 87 and by about 7.5 per cent in 

1987- 88. 


FORTHCOMING 

India and the Rg| 1919-1947 
Glory, Shame and Bondase 

by 

Sunitl Kumar Ghosh 

(in 9 volumes) 

Vbl. 1 likely to be out in January 1989 
and Vol. II by the end of the year. 
Vbl. I-PB Rs. 70/-: HB Rs. 200/- 

Pfe-publication price of Rs. 45/- 
(Vol. 1—PB) will be received till 
15.1.1989. While ordering by mail, 
please add Rs. 8/- as postage and send 
the amount by DD/A40 to 
Dr. K. S. Chandra, 

Suite no. 1, 

10 Raja Rajkrishna Street, 
Calcutta-6. 

Also Available 

The Indian Big Bourgeoisie 
its Geneshk Growth and Character 

by 

SunM Kumar Ghosh 


2702 


Econondc and Mttical ¥Mdy Dsepahar .|9^.|||| 



Ideology and the Co-operative Movement 

Worker Co-operatives in the Tea Industry 

Sharit Kumar Bhowmik 

* 

This paper documents the experience of the Saongaon workers co-operative in iVest Bengal and the Tachai 
workers co-operative in Tripura, both in the tea industry. The author stresses the broad democratic method of 
functioning which has encouraged workers'participation tn the decision-making process. The changes in organisa- 
tionai structures and the evolution of formal and informal methods to prevent the concentration of power in 
a new bureaucracy are highlighted. 


THH co-operative movement has been 
recognised as one of the forces for improving 
the economic and social conditions of the 
backward sections of society. Co-operatives 
are institutions which are expected to pro¬ 
mote seif management among the different 
sections of the people. However, there has 
been considerable discussion on whether co¬ 
operatives have their own ideologies or 
whether they are influenced by other 
ideologies. This paper attempts to examine 
the role of ideology in shaping co- operatives. 
We have taken cases of co-operatives in tea 
plantations to show how ideology plays an 
important role in the successful f^unctioning 
of co-operatives. In a general sense ideology 
can be defined as the consciousness of a 
social group which determines its goals, 
means and forms of practical and political 
activities. Ideology also supplies the justi¬ 
fication for various social, political, moral 
and aesthetic ideals of a group or of 
individuals. 

Co-operation as a form of human organi¬ 
sation has been in existence since the begin¬ 
ning of civilisation. In a broad sense, the dif¬ 
ferent types of exchange and reciprocal rela¬ 
tions which existed in pre-industrial societies 
and which were crucial for survival of its 
members could be regarded as co-operative 
action. These types of co-operation are 
however different from what we now under¬ 
stand as the co-operative movement. The 
origins of co-operation as a formal move¬ 
ment can be traced to the first half of the 
nineteenth century in the philosophy of 
Robert Owen. The first co-operative was 
started by a handful of weavers in England 
in 1844 and was known as the Equitable 
Pioneers of Rochdale. The basic principles 
governing the functioning of this co¬ 
operative were later adopted by the co¬ 
operative movement all over the world. 
These were; one vote for each member, sale 
at market prices and division of profits 
among shareholders on the basis of the 
extent of patronage' 

Co-operatives in the present do not func¬ 
tion merely as mutual b^fit societies. They 
have in action certain social obligations 
which are spelt out in the principles of co¬ 
operation. The commission on co-operative 
prii^ples, appointed by the International 
Co-dperative Alliance in 1964, noted in its 
report that ‘^-operation at its best aims at 
something beyond promotion of interests of 
the individual members... Its object is rather 


to promote the progress and welfare ot the 
humanity, it is this aim that makes a co¬ 
operative society something different from 
an ordinary economic enterprise and 
justines its bdng tested, not simply from the 
standpoint of its business efficiency, but also 
from the standpoint of its contribution to 
the moral and social values which elevate 
human life above the merely material and 
animal?’^ This implies that there is a 
qualitative difference between the earlier 
forms of co-operation and the present co¬ 
operative societies. The earlier exchange rela¬ 
tions were a result‘bf the existing socio¬ 
economic formations. These relations were 
not aimed at altering the economic relations 
in the society they operated in. On the con¬ 
trary, they played a functional role and con¬ 
tribute towards perpetuating the system. 

The co-operative movement on the other 
hand grew out of a need to change the 
existing society. The early co-operators 
such as the Rochdale Pioneers and Robert 
Owen in England, Herr Schulze and 
F W Raiffeinsen in Germany propagated the 
co-operative movement as an alternative to 
the exploitative nature of capitalist society 
in nineteenth century Europe. Co-operation 
for them was a vehicle through which 
capitalist exploitation could be replaced by 
an egalitarian and just society. They envi¬ 
sioned co-operatives not as bodies which 
were functional to their respective societies 
but as instruments for transforming their 
societies. In this way, the objectives of co¬ 
operatives differ not only from those of 
private enterprise but also from traditional 
forms of exchange and reciprocal relations. 

PRINCIPl l-S Ol- CO-OPt K M ION 

Keeping these objectives in mind, the 
International Co-operative Alliance has 
recognised six basic principles of co¬ 
operation. These are, voluntary membership, 
democratic administration, limited interest 
on share capital, equiu^le division of 
surplus, education and, mutual co-operation 
among co-operatives.’ Some of these prin¬ 
ciples deal with the business activities of 
co-6peratives and are not very important for 
'our present discussion. We shall restrict 
ourselves to those principles concerning 
participation and social change. 

Hw principle of voluntary membership 
stipulates that any person who fulfills the 
basic requirements of the co-operative and 


who is willing to abide by its objectives 
should be allowed membership. The princi¬ 
ple of democratic administration tries to en¬ 
sure that all members have an effective say 
in the functioning of the co-operative This 
is the most significant principle of co¬ 
operatives because it distinguishes them 
from other enterprises. The objectives of the 
co-operative movement do not limit 
themselves only to securing economic 
benefits for its members. The movement is 
also expected to inculcate a sense of par¬ 
ticipation by building democratic institu¬ 
tions of equal partners. It can be distinguish¬ 
ed from joint stock companies by its priI^ 
ciple of one vote for each membn and not 
each share. Therefore, even if a member has 
more than one share he has only one vote. 
The attempt here is to ensure that control 
of the organisation does not lie in the hands 
of a few people who manage to corner a 
large number of shares. Thus in priiKtple the 
status of all members are equal and all have 
equal opportunities for participating in the 
decision-making process. The Commission 
on Co-operative Principles observed that 
democratisation is important because a co¬ 
operative “exists in order to place the com¬ 
mon people in effective control of the 
mechanism of modern economic life (and) 
it must give the individual (only too often 
reduced to the role of a cog in that machine) 
a chance to express himself, a voice in the 
affairs and destinies of his co- operative and 
scope to exercise his own judgment".^ 
Democratic control of a co-operative is 
not restricted to exercising one’s franchise 
during elections. It is a continuous process 
which is expected to encourage all members 
of the co-operative to actively participate in 
its functioning. The social implications of 
these could be far-reaching. For developing 
countries like India, co-operatives can pro-, 
vide scope for increasing awareness of the 
backward sections o* society, such as 
peasants, agricultural workers and industrial 
workers. These sections have for long been 
isolated from the decision-making process 
because of the belief that they are incapable 
of deddii^ what is good for themselves. Co¬ 
-operatives, therefore, have the potential of 
institutionalising the democratic process 
wher^ it becomes a continuous involve¬ 
ment of people in iu management. They 
may be able to increase the self-confidence 
of their members by making them realise 
that they are capable of dealing with com- 
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picx probiems of management. 

We have tried to analyse so far some of 
the principles of the co-operative movement 
which can help in promoting self- 
management among its members. One ha.s 
to constantly scrutinise the functioning of 
co-operatives to understand whether these 
principles have any influence on their 
members and if not, how can they be made 
more relevant. For example, one can draw 
a line between ownership and control. 
Though a co-operative is formed on the 
principles of equality and joint ownership 
it can be often found that a small minority 
may have effective control of the organisa¬ 
tion. In such cases, even if this minority is 
benevolent enough to look after the interests 
of all members, the majority is excluded 
from the decision-making process and thus 
the basic purpose of these co-operatives are 
defeated. One of the ways of overcoming this 
problem is to educate the members on the 
objectives of co-operation. Co-operative 
education could help members in understan¬ 
ding their rights and obligations and will in¬ 
crease their awareness. Education also helps 
in making members understand that co¬ 
operatives arc different from other tyiies of 
enterprises. 

At the same time we must realise that the 
principles of co-operation have their own 
limitations. They do not help us in differen¬ 
tiating between the various types of co¬ 
operatives. All co-operatives are not the 
same as we can distinguish between the func¬ 
tioning of different co-operatives and dif¬ 
ferentiate them accordingly. There are several 
factors such as, leadership, political support, 
marketing, etc, , which distinguish one co¬ 
operative from another. However, the most 
signifleant we feel is the ideological 
framework in which a co-operative operates. 
Wt shall try to show that this framework is 
necessary for attaining the basic objectives 
of a co-operative and even for its normal 
functioning. This aspect needs further 
elaboration because it is often implied that 
the co-operative movement has a common 
ideology which sets it apart from other social 
and political movements. 

Role of Ideology 

The growth of co-operatives and thdr 
diversifleation into different fields of 
economic activity encouraged some co- 
operators to visusiise societies where all ac¬ 
tivities would be governed through co- 
t^eratives. Such societies would function as 
Co-operative Republics and would be form¬ 
ed through different stages of co-operative 
development starting with consumer co¬ 
operatives and later wholesale co-operatives 
and finally producer co-operatives.’ This 
idea of reptiblics, which indicated sovereign, 
states, was later modified to that of a Co¬ 
operative Commonwealth* wherein co¬ 
operatives all over the world would strive to 
build a parallel socio-economic order 
through mutual help and co-operation. 
Othm emphasised the emergence of a co¬ 


operative sector “cotnplementary to, biK ex¬ 
ercising influence upon public and private 
sectors".’ 

There are two ba.sic presumptions in theft 
views. Firstly, the co-operative movement has 
a single and distinct ideology and secondly, 
the movement is an end in itself and not a 
means for achieving some ends. This was 
quite different from the approaches of the 
earlier co-operators such as Owen and 
others. These people were idealists and they 
viewed co-operatives as one ot the mc^ns for 
achieving an egalitarian society and not an 
end in itself. The third view is that of the 
marxists who would be inclined to agree ts iih 
the earlier co-operators insofar as the move¬ 
ment is not an end but would di.sagree with 
their methods of achieving these ends. 

Ideological divisions beconie more pro¬ 
nounced while analysing the social role of 
producer co-operalivvs. t inlike consumer co¬ 
operatives which attempt to provide relief to 
consumers by making essential commodities 
available at fair prices, producer co¬ 
operatives by and large attempt to alter the 
exLsting nature of pioduction relations. In 
this sf nse they are more radical. How they 
will perform this task and what type of 
society will be established are determined 
largely by ideology. 

Idealist thinkers like Robert Owen believed 
that it was possible to build a new society 
with the help of working people’s associa¬ 
tions, communes and co-operatives. There 
would be no exploitation or oppression in 
such a society and the transition would come 
through peaceful means and without class 
conflict.* Karl Marx too wrote of the co¬ 
operative movement as "one of the transfor¬ 
ming forces of the present society based 
upon class antagonism. Its great merit is to 
practically show that the present pauperis¬ 
ing and despotic system of the subordina¬ 
tion of labour to capital can be superseded 
by the republican and benefleient system of 
the association of free and equal pro¬ 
ducer^.’'* Marx had made this observation 
in his instructiorts to delegate attending the 
First Congress of the International Work¬ 
ingmen’s Association which was held in 
Geneva in September 1866. At another place 
he stated, "We recommend to the work¬ 
ingmen to embark on co- operative produc¬ 
tion rather than in co-operative stores. The 
latter touch but the surface of the present 
economic system, the former attacks its 
groundwork!’'* 

Obviously the objectives Marx had in 
mind while ienunciating the merits of pro¬ 
ducer co-operatives were not the same as 
those of Own. Marxists have been critical 
of Ovftn because of his idealist approach 
and his failure to consider class antagonisms. 
Lenin’s criticism of Owen exemptifles the 
diffcience between the two approaches. He 
pointed out that the plans of the old co- 
operators were 'fantastic' because “they 
dreamed of peacefliUy remodelling contem- 
potwy society into socialism without tak¬ 
ing into account fundamental questions as 


the dm strug^ ^ «!i^ule of 
power by the workinl cb^ the ovdraiow 
of the rule of the eqsioiting class. This is why 
we are right in regaling as entirely fantastic 
this ‘co-operative’ sodalism, and even banal, 
the dream of transforming class enemies into 
class collaborators and class wat into class 
peace (so-called class truce) by merely 
organising the population into co-operative 
societies.’’" 

The importance of the ideology in co¬ 
operation was elaborated by Lenin when he 
distinguished two lines of policy for co¬ 
operatives. These were the proleturian line 
and the petty bourgeois line. The former, ac¬ 
cording to him, concedes “recognition of the 
value of the co-operative societies as a 
weapon in (the class) struggle, as one of the 
subsidiary means, and a definition of the 
conditions under which the co-operative 
societies would really play such a pan atkd 
not remain simple commercial enter¬ 
prises’’,'- The petty bourgeois line obscures 
"the question of tlie role of the co-operative 
societies in the class struggle of the pro¬ 
letariat, attaching to the co-operative 
societies an importance transcending this 
struggle... defining the aims of the co¬ 
operative socictie.s with general phrases that 
are applicable to even the bourgeois re¬ 
formers. 

We can therefore sec that the influence of 
ideology in determining the objectives of co¬ 
operatives is something which cannot be 
glossed over. Right from its formative stages 
the co-operative movement has been facing 
this problem, as the views of Owen and 
Marx indicate. The later co-operators tried 
to believe that the ideologies of capitalism 
and socialism or communism were not signi¬ 
ficant a.s the movement could sustain itself 
on its own ideology. However, the reality 
showed that the movement could not remain 
neutral. D C Karve who was the chairman 
of the Commission on Co-operative Prin¬ 
ciples makes this significant point in a lec¬ 
ture. He noted that reformulation of the 
principles of co-operation by the Interna¬ 
tional Co-operative Alliance became neces¬ 
sary precisely because of the ideological 
is|ue. He observed that “till the establish¬ 
ment of a Socialist State in Russia, the co- 
operators of the world were not seriously 
divided on any ideological ground ... After 
the Bolshevik Revolution in Russia, the 
Russian co-operators who ««ie already 
members of the International Alliance; ebn- 
tinued to be present at the InternationiU 
Congresses of Co-operators. But, it was not 
always a very friendly gathering... There wu 
a feeling among internatioqal co-operators 
that the new pattern of society, the socialist 
one, was not quite compatible with the 
voluntary and autonomous form of co¬ 
operation...”'* The co-operators of the 
‘free world’ obviously b^eved that co¬ 
operation was an expression of their type of 
society. Naturally for them co-operatives 
were expressions of 'free enterprise! and a 
socialist state coiild not hope to have such 
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co^qwntives. Aceoiding to the tix 
prlncipies of co-operation wete formulated 
mainly to overcome this misconception. 
However, even though these have been ac¬ 
cepted tv all countries, the difference bet¬ 
ween socialist orienution and capitalist 
orientation of co-operatives have continued 
to grow. This becomes more prominent in 
the present context bcecause of the dif- 
feimces in strategies of development in the 
developed cajutalist countries the newly 
liberated developing countries. Most of the 
latter have become sovereign during the post- 
Second World Win period and some have 
adopted socialistic policies. These may not 
be conducive to those of the democracies in 
the west. The ideological orientation of co- 
ntwmriviF* in these countries will be different 


is situated m the northern part of the state. 
It covers an area of approximately 1,200 
acres of which a little less than five hundred 
acres is wder tea. It has four hundred and 
ninety-eight workers, half of whom are 
women. All workers are tribals (mainly 
Oraons) from the Chotanagpur region of 
Bihar and most of their forefathers wete 
brought to the tea growing areas as inden¬ 
tured labour. The two members of the 
clerical staff are Bengalis. 

In September 1973, the management of 
the plantation decided that it was unable to 
run it any more due to its accumulated 
losses. It therefore abandoned it leaving the 
workers Co their own fates. On September 
23,1974, the board of directors of the com- 
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they haw been promoted by communist 
tra^ unions. The co-operative in West 
Bengal was promoted by the All India Ihtde 
Union Congress (AITUC) which is ideo¬ 
logically close to the Communist Party 
of India and the ones in TTipura were pro¬ 
moted by the Centre of Indian ifade 
Unions (CTTU) whidi is dose to the CPI(M). 
The nutior difference is that the l^st 
Bengal government has given no support to 
the oo-opetative there whereas in THpuia, the 
co-operatives had the support of the Left 
Ftont government. Besides these four co¬ 
operatives, there are seven more in THpura 
and one in Assam. 


Sacmvoaon Workers’ co-operative 

The co-operative in Wnt Bengal is known 
as the Saongaon Ifea and Allied Plantation 
Wirkers’ Co-openuive Limited and com¬ 
prises workfo of Sonali Estate. This 
plantation is in the Jalpaiguri district which 


such as, pruning of (he bushes, drainage and 
irrigation work, is done. The workers 
therefore had no income from the planta¬ 
tion during the first three months and they 
all worked without pay. A few of them had 
tiny pieces of agricultund land and they could 
get some food from there. Most workers 
subsisted on herbs and roots collected from 
the forest nearby. Malnutrition and starva¬ 
tion was widespread and a few workers died. 

However, in spite of these difficulties, a 
majority of the workers continued with the 
winter cultivation work. Finally, in March, 
the following year (1974) the tea bushes bore 
their first crop, which would not have been 
possible had the plantation not been main¬ 
tained during winter. The committee sold 
these leaves to the neighbouring tea planta¬ 
tions and the workers were now able to get 
a subsistence wage. Initially, these tea plan- 
tttions took advantage of the workers’ 
helplessness and offered low prices. 
However, after a month or so, when the 
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workers were in a slightly better financial 
position, the committee was able to bargain 
for belter prices. By May 1974, rhe workers 
got their regular wages because of the in-" 
creased revenue 


The workers also took an unprecedented 
step of granting equal wages to mate and 
female workers. Traditionally in the tea in¬ 
dustry, wages of females were lower than 
those of males though their nature of work 
is similar. Sonali Tea Estate became perhaps 
the first plantation in the country to remove 
wage differences between the sexes. This step 
was taken a year and half before the Equal’ 
Remuneration Act, which abolished wage 
differences on basis of sex, came into force 
(i e, December 1975). 




*mber 4,1974, the workers Cwm- 
perative society. The plantation 
vked improvement when the co- 
janaged it. Inputs of fertilisers, 
,Td weedicides were increased and 
j took greater care in maintain- 
yushes. The co-operative also in- 
: area under tea bj’ ten acres, 
Rs 40,000. These steps helped 
} production. The average annual 
. of this tea plantation was 
: of green leaves and its bighcM 
eld in the past had been 9,00,000 
ST. in 1977, it recorded a yield of 
;g of green leaves, 
ditions of the workers also im- 
leir income increased by 50 per 
ise the co-operative was more 
ranting monetary incentives. The 
yent on medical facilities, house 
ad maintenance, water supply and 
were double that of what was 
le previous management. Hence^ 
;o-operative, the condition of the 
as well a.s its workers showed . 
' iprovement. 

1 be noted that alt the above men- 
elopmem activities were carried 
co-operative's income from the 
m leaves. It received no loan, sub- 
stay or grant from any source. At the same 
time, by 1977, the co-operative was able to 
accumulate savings of Rs 7,00,000 in the 
Central Co-operative Bank at Jalpaiguri. 

Another imporiam feature is that the 
plantation was run exclusively by the workers 
and without the help of professional 
management. The entire management of the 
plantation was done by its tribal workers 
with guidance fr<'m its union. The co¬ 
operative was managed b>' a board of direc¬ 
tors comprising nine elected members. The 
board met atleast twice a month where it 
took stock of the work done and planned 
the future course of action. In fact, ail mat¬ 
ters concerning the immediate problems of 
the garden were discussed bv the board. 



In order to ensure greater participation in 
management, atleast seven directors were 
changed at each annual general meeting. 
This practice encouraged more members to 
take pan in the decision-making processi 
The composition of the different boards of 
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diitcton (how that over the y«us there was 
greater representation of the ordinary 
workers. The committee which ousted before 
the co-operative was formed had only one 
ordinary worker on it. AH other members, 
apan from the general secretary, were from 
the supervisory staff (these people are also 
tribals). The co-operative’s first board of 
directors had two members of the clerical 
staff, four from the supervisory staff and 
three workers, one of whom was a woman. 
The next board had one clerk, one super¬ 
visor and the rest were workers of whom 
three were women. This composition re¬ 
mained in the subsequent boards. A 
representative from the clerical staff was 
necessary because most of the workers and 
supervisors were illiterate and they needed 
tMieone to note the minutes, deal with cor¬ 
respondence, etc. 

The co-operative^ on the sugge.stion of the 
union, decided to discard traditional 
methods of maintaining discipline, such as 
charge-sheets, show-cause notices, etc. Per¬ 
suasion, rather than coercion would be used 
in disciplining erring workers. Whenever 
cases of indiscipline, such as slackness in 
work, negligence, etc, were reported, the 
directors would try to persuade the person 
involved to rectify his or her ways. Meetings 
in the iabour lines were held quite frequently 
to convince the workers that the situation 
had now changed and that, since they were 
the owners, any harm done to the planta¬ 
tion would harm them as well. In cases 
where penuasion did not show results, the 
matter srouid be referred to the General 
Body of the workers. This body would 
reviw the problem and decide on what sort 
of corrective measures should be taken. 

In poUcy decisions too, the General Body 
played an important role. Though the board 
was the policy-making body, in matters such 
as formulation of the budget, plucking 
Khedules and pruning chart, the opinion of 
the workers were sought. These acts increas¬ 
ed the participation of workers in running 
the plantation and in spreading the notion 
of workers’ control among them. Therefore, 
though the movement began as the workers’ 
struggle for existence, it went beyond this 
sphere and it strove to devlop as a model for 
workers' control. 

The> success of the co-operative was. 
however, short-lived because the former 
owners, on seeing the plantation back in 
shap 4 decided to stage a come-back. They 
fll^ a suit in the Calcutta High Court 
ehaUenging the validity of the co-operative, 
la My 1978, the co-operative had to hand 
over possession of the plantation to a court 
Modver. In December 1979, the court gave 
its verdict upholding tlie co-operativds 
i^istration and the co-operative regained its 
possession. Matters, however, did not end 
there as the former owners initiated more 
legal battles. The co-operative is at present 
involved in litigation over the ownership of 
the plaaution and its operations have be 
stmed, by a court order, since late 1980, 
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though it stilt holds possession of the 
plantation. 

In spite of these legal hurdles, the workers 
have remained loyal to the co-operative. 
Since it has not been able to function all this 
while, the co-operative has no income and 
it has been unable to pay the workers their 
wages for the past three years. The workers 
are therefore back to where they started, i c, 
undergoing the same hardships as when the 
garden had been abandoned. The main dif¬ 
ference between the present situation and the 
earlier one is that the workers now have an 
alternative. They can leave the co-operative 
and go over to the side of the so-called 
owners. The litigation will be withdrawn as 
the co-operative will have no basis to fight 
and, the former owners wiU gain control ot 
the plantation. In this case, though the 
workers will lose control over the plantation 
they will get back their jobs. However, so far, 
the workeis have decided to remain loyal to 
their co-operative and bear the accompany¬ 
ing hardships. This act itself shows how deep 
the ideas of co-operation and workers’ con¬ 
trol have penetrated among them. These 
tribal workers would rather starve than give 
up their new found freedom. 

One of the biggest disadvantages for the 
workers is that the government has leniain- 
ed totally indifferent to their plight. It could 
have helped .save this experiment by taking 
over the plantation under the provisions of 
the Tea (Amendment) Acts of 1976 and I9R.) 
which empower the state government to take 
over a sick unit for a period of ten years, 
irrespective of legal problems. I hc planta¬ 
tion could then be handed over to the co¬ 
operative. Or else, it could have initialed 
negotiations with the litigants on behalf of 
the workers so as to reach some settlement. 
The indifference of the state government is 
undoubtedly causing a great deal of harm 
to the workers and to this unique 
experiment. 

WORKKR CO-OPERATIVKS IN TRIPURA 

The position of worker co-operatives in 
IHpura was, fortunately, better than in West 
Bengal. All the ten worker co-operatives had 
the support of the state government though 
of late, the new government has become 
hostile. The planutions are spread over the 
three districts of the state. These plantations 
are small in size and they have around a hun¬ 
dred workers each. 

Ikchai Iba Estate in North Dipura district 
is the first worker co-operative in the state 
which is registered as Iba Garden Workers’ 
Co-operative Society Limited. It is a new 
plantation started in December 1978 by 
retrenched workers from neighbouring plan¬ 
tations. The other nine plantations were sick 
and three of them had been closed for more 
than a year. The co-operatives at Duigabari 
in West Tripura dUtrik and Ludua in South 
Tripura distria were started in 1979. Ulagarh 
in 1982 and Danngdilla in 1983, the others 
were started in 1986. All these plantations 
are managed by their reqsective workers. The 
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only non-worker members of each co¬ 
operative are the secretaries of their manag¬ 
ing committees. These people are the local 
CITU leaders and they were the organisers 
of the respective co-operatives. We shall 
discuss three of these co-operatives, i e, 
Tachai, Durgabari and Ludua. 

The inspiration for starting Tkchai Co- 
opeativecame from Shaktipada Chakravar- 
ty, the general secretary of the CITU af¬ 
filiated Tripura Tea Workers’ Union 
(TTWU). He initially organised a group of 
8S workers into forming the co-operative, 
framed its bye-laws and later persuaded the 
government to grant it land. By the end of 
1983, the co-operative had brought 100 acres 
of land under tea and had a labour force 
of 98. 

Durgabari and Ludua tea estates had not 
been functioning for about two years prior 
to the formation of the co-operatives and 
they were in a shambles. Their workers, like 
those in Sonali, had to undergo a great deal 
of hardship in eking out a living during this 
period. The formation of Ikchai Co¬ 
operative inspired the trade union organisers 
in these two plantations to form worker co¬ 
operatives. They were able to impre.ss upon 
the state government that worker co¬ 
operatives would be a more effective and 
economical method of restoring sick plan¬ 
tations than nationalisation. These two co¬ 
operatives were formed in the middle of 1979 
and were named Durgabari Tea Estate 
Workers' Co-operative Society Limited and 
l.ndua (.ha Bagan Sharaniik Samabay 
Samiiy. Durgabari Co-operative had 100 
acres under tea of which 35 acre.s had been 
planted after the co-operative was formed. 
It had a labour force of lOS. Indua had 160 
acres under tea of which 40 acres had been 
planted by the co-operative Its total labour 
force was 140. The above figures arc for the 
year 1985. 

A common feature in thc.se three co¬ 
operatives is the economy in the use of 
goverment fund lovernmeht support has 
ensured them grants, subsidies and loans. In 
most cases one can find that these resources 
are used indiscriminately and are even 
misappropriated. These co-opmtives have 
shown a different attitude. Most of the aid 
and loans were used for development ac¬ 
tivities such as setting up plant nurseries, in¬ 
creasing the area under tea, planting fast 
growing vari^ies of tea bushes in the vacant 
patches, etc. The workers economised on 
their own expenses though they were more 
generous on development of their planta¬ 
tions. For example, all worker houses and 
the co-operatives' offices had walls of mud 
and bamboo with thatched roofs even 
though the co-operatives had been given low 
intmst loans and subsidies for constructing 
bouses of brick arid cement. The amount 
saved under Uiis hrad was diverted to exten¬ 
sion and maintenance of the planted area. 
In additimi to this, the workers of Durgabari 
Co-operative vcduntarily accepted reduction 
in wages in 1983-84 in order to divert the 

and FolHteal BMdr. OMOogbatJIti^ISll 



amount saved for extension' of the area 
under tea. The workers in tudua put in an 
extra haif-day of work every week without 
pay during April to July IM3 so that they 
could recover production losses. In Tachai, 
,the co-operative was able to plant 8S acres 
of land with tea bushes during 1979-83 at 
a cost which was a little more than half the 
estimated cost. The original estimate for¬ 
mulated by the Tea Board of India in 1979 
was Rs 12,00,000 but the co-operative spent 
only Rs 7,00,000 in completing the work. 

In the field of production too, Durgabari 
and Ludua have shown much higher results 
as compared to their past. Tachai is a new 
plantation and it has yet to reach its op¬ 
timum yield. Durgabari produced only 
27,000 kg of green leaves in 1980 but this 
increased to 80,000 kg, in 1983 and l,2O,O0O 
kg in 1985. The figures for l.udua for these 
years were 55,000 kg, 1,10,000 kg and 
1,40,000 kg, respectively. The yield per acre 
in these plantations, however, were still lower 
than the state's average because the old 
planted areas in these plantations were in a 
miserable condition and the co-operatives 
needed to put in considerable inputs to bring 
them back to shape. The bushes had been 
damaged and there were targe vacant pat¬ 
ches in the planted areas which needed to 
be filled with new bushes. The yield per acre 
is expected to increase after the development 
efforts of the co-operative bear results after 
a few years, because it takes aticasi five years 
for a tea bush to reach its optimum yield. 

Though these co-operaties are yet to 
break-even financially, they have been suc¬ 
cessful in making the workers participate ac¬ 
tively in the activities relating to their 
management. This is largely due to the en¬ 
couragement and guidance of their respec¬ 
tive organisers. Each organiser took great 
pains to ensure that the ideas of joint owner¬ 
ship and workers' control reached the 
general workers. They held frequent 
meetings to educate the workers on these 
a.spects and encouraged them to voice their 
opinions on policy issues. 

The methods of ensuring participation 
differed in each garden as each organisei 
kept experimenting with new ideas. In 
Ikchai, the organiser encouraged the workers 
to have informal discussions on the develop¬ 
ment of the plantation. For instance, before 
deciding on the location of a new plant 
nursery, each director had discussions with 
groups of workers to know their opinions. 
Later, when the board of directors met, they 
put forth the views of the workers and held 
discussions on them before taking a final 
decision. In Durgabari, the organiser held 
weekly general body meetings where the pro¬ 
blems of the plantation were discussed. 
These meetings were lively and the workers 
freely expressed their views. 

The o^aniser for Ludua did not meet the 
workers as frequently as the othen because 
he fell that workers should take decisions on 
their own and learn from their mlsttkes. He 
also fen that since the worfcos have been 


associated with the plantation for a long 
time, they have greater knowledge about its 
problems. Hence, if they ate given a free 
hand, they could develop their own concept 
of management. The workers did make 
mistakes and, in the initial stage there wav 
some indiscipline which had it.s effect on 
production. However, after a year or so the 
workers realised their mistakes and decided 
on corrective measures. For instance, the 
decision to put in extra work during their 
holidays was taken on their own, without 
consulting their organiser. Hence, the 
workers were able to develop a sense of 
responsibility from their own experience and 
without any prompting from outside. 

Conclusion SiGNincANt;i£ or lorouxiv 

In order to assess the contribution of a 
co-operative to .social change wc have to con¬ 
sider its role in reducing social inequalities 
and in promoting a spirit of collective 
ownership. In the above cases of worker co¬ 
operatives we find that there is a broad 
democratic method of functioning which 
has encouraged participation of members in 
the activities of the co-operatives. Fhese co¬ 
operatives have tried to evolve new methods, 
formal and informal, for involving the 
general workers in the decision-making pro¬ 
cess. The power relations in the co-operatives 
were structured in such a manner that all 
workers felt that they had equal authority 
while deciding on is.sues relating to manage¬ 
ment policy. This encouraged active par¬ 
ticipation of the workers and, at the same 
time, it prevented the concentration of power 
in a centralised bureaucracy. Had such a 
bureaucarcy developed, it would have 
adversely affected participation. 

The basis of these co-operatives are not 
merely joint ownership but equality of 
ownership. Joint ownership can include large 
and small owners who have pooled in their 
resources to form a co-operative. Most 
agricultural co-operatives comprise this type 
of heterogeneous ownership. In such cases, 
there are greater possibilities of disintegra¬ 
tion because the interests of large owners 
may not be the same as those of the small 
owners, even though formally there is func¬ 
tional equalitty among shareholders. What 
may happen in these cases is that those 
controlling larger productive resources tend 
to dominate by the .sheer weight of their 
ownership. Worker co-operatives are dif¬ 
ferent because here the members .ake over 
a unit without having individual ownership 
rights and they manage it collectively. Thi*^ 
provides greater scope for all sections oi 
worker-members to participate in the co¬ 
operatives acitivities because their interests 
are not differentiated on the basis of owner¬ 
ship of productive resources. 

These oojective conditions are not suffi¬ 
cient to ensure participation. Thne could be 
otho- types of divisions among the members 
which could be a result of the distribution 
of power. It is possible that even in a worker 


co-operative some workers may become 
more influential because of the position they- 
occupy in the organisational hierarchy or 
due to the patronage they receive from the 
dominant political forces. This is where we 
feel that the role of ideology becomes im¬ 
portant in counteracting these le'nde^es. It 
was not by mere chance that power was not' 
concentrated in the bands of a few members 
in these worker co-operatives, dn the con¬ 
trary, these co-operatives deliberately en¬ 
couraged participation of all workers so as 
to diffuse the power structure. 

The co-operative at Sonali changed the 
organisation of work in order to reduce the 
hierarchy. The workers realised that the 
traditional organisation was highly stratined 
and was suited for an authoritarian struc¬ 
ture. All supervisory posts except thecfefedbr 
(gang leader) were abolished. The post of 
dafadar was retained because this was 
the lowest rank among the supervisors and 
these people were the ones who guided the 
workers in their work. The other supervisors 
were aslvd to do the work of ordinary 
workers but they wefe paid their original 
wage.s. Hence, there was the managing 
committee which was vested with the 
overall supervision of the garden and below 
it were the dttfadars and the workers. 
In the onginal work organisation there vrere 
five grades between management and 
workers. In the tea gardens in Tripura, 
organisation of work was not as elaborate 
bccau.se of the smaller sire and rewr* 
workers. However the co-operatives then 
abolilshed the posts of supervisors and Iheii 
managing committees performed this task. 

In addition, the trade unions in all these 
co-opeiativcs played an important role in en¬ 
couraging the workers in t^eir endeavours. 
These trade unions had Marxist orientation 
and they believed that trfe working class 
would ultimately take over the means of pro¬ 
duction. They felt that they could practii^ly 
demonstrate to the workers the truth of their 
beliefs by forming worker co-operatives as 
their succe.s$ would help build up the con¬ 
fidence of the workers in their ability to 
manage production. What was necessary 
here was not only a practical demonstration 
of their latent abilities but also a reorienta¬ 
tion of their traditional ideas which had con¬ 
fined them earlier to their passive roles of 
following orders. The main task of the 
organisers was of attempting re "reak these 
ties of the past. In this sersc, the objectives 
of these unions have Been sucressful so far 
because they have been able to motivate the 
> orkers to challenge the supremacy of the 
capitalist class in the management of enter¬ 
prises. 

We can take the case of the co-operative 
in Assam to show that despite similar ob¬ 
jective conditions, the management of co¬ 
operatives may not run on the same lines. 
The tea garden in Assam, Woka Iba Estate^ 
was acquired by the Assam Tsa Employees 
Co-operative Organisation Limited 
(ATEICOL) in October 1975. TTiis co- 
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•perative organisation was formed in 1971 
by trade unions owing alle^ance to the 
Indian National Ihide Union Congress 
(INTUQ and it has around 60,000 members, 
most of whom are tea garden workers. Based 
in Dibrugarh, ATElCOL’s main purpose was 
to carry and distribute foodgrains and 
medical supplies to the plantations, open co¬ 
operative stores and run small industries. It 
bwght over Woka Tea Estate because it was 
running at a loss and was on the verge of 
dosure. All S8S workers of this plantatior 
are members of ATEICOL. 

, After ATEICOL took over Woka the 
plantation’s condition improved rapidly. Till 
1973 this tea garden had an annual produc¬ 
tion of 2,20,000 kg of made tea (i e, around 
930,000 kg of green leaves). Within a few 
years of the take-over, production increas¬ 
ed to 3.00300 kg (1.3,30,000 kg green leaves). 
The co-operative also extended 42 hectares 
of the ga^en’s area under tea and overhaul¬ 
ed its factory by installing new machinery. 
In addition, in 1985 a crash programme for 
providing better bousing facilities for the 
workers was started and a deep tubewell was 
.dug to provide drinking water to the workers. 
All this was managed with the minimum 
financial help. The garden’s main source of 
finance was through hypothecation of its 
crop to a commercial bank. It had taken a 
lean of Rs 14,00,000 from NABARO which 
it has started repaying from 1987. Beside.s 
this, the garden has received no loan or sub¬ 
sidy from any source. 

However, in spite of this impressive record, 
the garden’s main failure is the lack of par¬ 
ticipation by the workers in its management. 
The management structure has ronained un¬ 
changed, with a professional manager at the 
top issuing ordm to workers who remain 
passive recipients. The workers are not aware 
that they are co-owners of this venture and 
neither ATEICOL nor their union seem 
eager to make them understand the chang¬ 
ed situation. It would seem to them that a 
more efficient management has taken over. 
This defeats to some extent the buic pur¬ 
pose of a co-operative. There is a clear dif¬ 
ference between ownership and control and 
hence we find that though the condition of 
the garden and its workers have improved, 
the co-operative has not helped in changing 
the outlook of the workers. The ideological 
motivatitm of the other co-operatives is 
(Riviously lacking in this case. 

Plantation workers are the most backward 
section of the workers in the organised sec¬ 
tor. Plantations are spread out and isolated, 
giving the workers little opportunity to 
taiteiact with the outside work). The worlgets’ 
level of literacy is low and so is their wages. 
The average monthly wage of a tea garden 
worker is around Rs 400, which includes all 
allowances and subsidies. This is less than 
one-third of a coal miner's vnge^ Yet we find 
cases of successful worker co-operatives in 
this industry. In fact the experiences of the 
workers in these, co-operatives show that 


even ilKterate and backward workers are 
capable of managing their own affairs when 
given the opportunity and the ideological 
motivation. These workers, for whom ser¬ 
vility and submission to the authority of 
their managements had almost become a 
way of life, have been able to manage their 
plantations more efficiently than most pro¬ 
fessional managemems. Even the present set¬ 
back of the Saongaon co-operative is an in¬ 
dication of its success because had it failed 
the former owners would not have made a 
bid to displace it. The commitment of the 
workers to their co-operative during this 
critical period is again largely shaped by the 
ideological commitments of the co-opeativc. 
The co-operatives in IVipura will be facing 
a similar situation because the state govern¬ 
ment has stopped all finances to them.'* 
This will be another test to show the 
ideological commitment of these workers. 
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DISCUSSION 


Population Front of India'^s Economic 

Development 

V M Dandekar 


IN response to my article ‘Population Front 
of India’s Economic Development’.' two 
comments have appeared, one by 
P H Reddy^ and the other by V Bhate and 
S Muley.^ In the following. I shall try to 
reply to points directly concerning my 
article. 

Reddy says: “The impression one gets 
from Dandekar’s article is that it wa.t the 
‘population front’ that led to the debacle on 
the economic front” (p 1809). I do not know 
why. In the opening paragraphs of my arti¬ 
cle, 1 say: “As it turned out, neither a modest 
growth of 3.88 per cent per annum in NOP 
was achieved nor the growth in population 
confined to 1.25 per cent per annum. The 
I>erspective of the First Five-\fear Plan proved 
beyond the parameters of the Indian eco¬ 
nomy. ... In the following, we shall focus 
attention on the parameters of the Indian 
population” (p 837). Thus, 1 clearly 
recognise two fronts, e(...inomic growth and 
population growth, or the numerator and 
the denominator as th^ say, and propose 
to focus attention on the latter. 

Reddy also complains that “Dandekar ... 
does not reveal his references and sources of 
data” (p 1811). They are in the text and 
Bhate-Muley identify them correctly. “The 
information regarding family welfare pro¬ 
gramme has been taken from the yearbooks 
published by the ministry of health and 
family welfare and the data on births are 
taken from the Registrar General's ‘Sample 
Registration Scheme*” (p 2294). In fact, I 
use one single source of data namely the 
Year Books published by the Ministry of 
Health and Family 'Welfare; even the data 
on birth rates estimated by the SRS are taken 
as they arc reported in the Yetu Books. For 
instance, Bhate-Muley say that the Crude 
Birth Rates for 1971 and 1980-81 have been 
revised. I do not know the sUtus of these 
revisions. I did not take cognisance of them 
because they do not appear in the Year 
Books. I admit, 1 should have mentioned the 
source of data under each Table. 

But it is not true, as Bhate-Muley say, that 
“all the available publish^ data from two 
independent sources [actually one) are ac¬ 
cepted by him [Dandekar] at their face value 
without going into their quality tmd reliabili¬ 
ty” (p 2294). Wherever possib^ I check data 
for internal consistency and express my 
doubts when they do not appear consistent. 
For instance; referring to the SRS estimates 
of birth rates and the estimates of births 
averted, I say: “If we add the two we get an 
estimate of the birth rate as it would be in 
the absence of family {banning.... in 11 out 
of IS years, the birth rate ‘without family 
phnuing’ lies between 40.34 and 41.36 which 
is about what the birth rate was during 


19SI-7I before the official planning pro¬ 
gramme was intensified. The four excep¬ 
tional years outside this range are 1973-74 
and 1974-75 on the lower side and 1983-84 
and 1984-85 on the higher side. The SRS 
estimates of birth rates in 1973 and 1974 are 
known to have been affected by the disrup¬ 
tion in the SRS, particularly suspension of 
supervision, during these years. Regarding 
1983-84 and 1984-85, judging by the 
reported figures of births averted, the family 
planning programme was sharply stepped up 
during these years. But judged by the SRS 
estimates of birth rates, this stepping up has 
had little effect on the birth rate. For these 
two years, either the SRS estimates of birth 
rates or the estimates of births averted are 
over-estimates. For other years, the SRS 
estimates of births and the estimates of 
births averted appear in reasonable agree¬ 
ment. Hence, it seems that the estimates of 
births averted may be used for judging the 
impact of the family planning programme 
on the birth rate” (p 841). 

After examining and using estimates of 
births averted, I express similar doubts about 
them for 1985-86: "The number of births 
averted in 1985-86 i.s estimated to be 8.1204 
million. The population in that year is 
estimated at 754 million. It means that in 
1985-86, the number of births averted 
amounted to 10.77 births per thousand 
population. Taking the birth rate in the 
absence of family planning to be 40.75 per 
thousand, the birth rate in 1985-86 should 
be around 30.0 per thousand. The SRS 
estimates do not confirm this. It is im¬ 
perative therefore to undertake a serious en¬ 
quiry into the SRS estimates of birth and 
death rates and much more into the entire 
reporting system of the family planning pro¬ 
gramme, particularly the derived estimates 
of number of effectively protected couples 
and the number of births averted" (p 842). 

On this, Bhate-Muley comment as foUows; 
“Up to 1982 the birth rate without family 
planning is shown to vary between 40.3 and 
41.4 only. The increase after the period is 
ascribed by him [Dandekar] either to the 
overestimation of averted births or lof) the 
SRS birth rate Such conclusions have pro¬ 
bably arisen because the sources of data have 
not been carefully examined. In fact, the 
averted births are calculated by the family 
planning department, assuming a birth rate 
of 42.3 in the year 1961 which Dandekar 
does not take into account. ... The 
overestimation of the births averted after 
1981-82 arises because of the ineflective use 
of spacing methods in the absence of ade¬ 
quate motivation as explained earlier” 
(p 2296). So, after all, Bh^-Mul^ accept 
my conjecture that the number of births 


averted (or tne SRS birth rates) have been 
overestimated since 1983. In fact, they give 
some plausible reasons for the same I 
wonder what then they are disputing. 

Nevertheless, let me take their point that 
I did not take into account the fact that the 
estimates of the number of births averted are 
based on the assumption that the birth rate 
in the absence of family planning or what 
is also called the 'potential birth rate' was 
42.3 in 1961. A fuller statement of the 
method used by the Department of Family 
Welfare will be useful: “It may be mention¬ 
ed thht for estimating births averted, a 
cohort of acceptors is followed till their ex¬ 
it from the reproductive period on account 
of aging, monality ... Age specific fertility 
schedule consistent with the assumed poten¬ 
tial birth rate of 42 or 45 in 1961, is applied 
to the survivors of the cohort of acceptors 
for obtaining estimates of births averted. 
The hypothetical birth rates which would 
have obtained in the absence of family plan¬ 
ning programme are obtained by applying 
the same constant fertility schedule to the 
projected numbers [of] currently married 
women in the reproductive age group. 
The resultant birth rates are obtained ^ sub¬ 
tracting the decline in birth rate (births 
averted divided by population) from the 
estimated hypothetic^ birth rates in absence 
of family planning!"* The last mentioned 
are called the ‘Programme Birth Rates’ and 
are given in a Table following the reference 
above. 

Of course, this is a technically more cor¬ 
rect method of working out the potential 
birth rates. But it involves assuming a cer¬ 
tain potential birth rate such as 42 or 45 in 
a given year such as 1961.1 do not know on 
what basis the department assumes a poten¬ 
tial rate of 42 or 45. In fact, it seems that 
the department estimates the 'Progranune 
Birth Rates’ on both, the assumptions. 
Assuming the potential birth rate of 42.3 in 
1961, the estimated ‘programme birth rate* 
in 1985-86 is 29.7. This is no better than my 
observation: “Ihking the birth rate in the 
absence of family planning programme to 
be 40.75 per thousand, the birth rate in 
1985-86 should be around 30.0 per thou¬ 
sand!’ In fact, even assuming the potential 
birth rate of 45.0 in 1961. the ‘programme 
birth rate* in 1985-86 is estimated at 31.6 and 
is .still short of the SRS birth rate of 32.9. 
I suppose for a full agreement between the 
‘programme birth rate* and the SRS Inrtb 
rate in 1985-86, the potential birth rate in 
1961 will have to be placed at ^ut 50.0. 
Clearly, such adjustments in the ‘potential 
birth ratc^ do not hdp. The number of births 
averted has been overestimated since 1983 
and needs some explanation as Bhate-Muley 
afterall recognise. 

Incidentally, my procedure of estimating 
the potential birth rate, that is birth rate in 
the absence of family planning, is not so 
sophisticated but it in^ves no assumptions. 
It is based on the SRS estimates of birth 
rates and estimates of number of births 
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•verted in II yean, out of a period of 15 
jiean from 1970<71 and 1984-85, where the 
two appear in reasonable agreement. This 
is an instance of, what 1 earlier said, check¬ 
ing data for internal consistency, rejecting 
inconsistent data, and working with inter¬ 
nally consistent data sets. 

Let me now come to the main point of my 
article which is being questioned. “The 
(SRSl birth rate, after fluctuating between 
38.9 and 36.6 during 1970-72, steadily came 
down to 33.0 in 1977. But since then it has 
fluctuated between 33.0 and 34.0 per 
thousand. There is a general apprehension 
that it has got stuck” (p 837). Like many 
others, I am seeking an explanation of this 
stagnation in the birth rate. “The general 
dedine in birth rate during 1970-77 is fairly 
atttibuted to the offldai family planning 
programme... The stagnation... must be 
exi^ned in terms of performance of the 
same programme” (p 838). Hence, 1 turn to 
the estimates of percentage of eligible 
couples effcctiviy protected. "From 1976-77 
to 1981-82 the percentage of protected 
couples remained practically unchanged and 
sve should not be surprised that the birth rate 
•Iso remained unchanged.... Since then, the 
programme seems to have picked up; the 
pocentage of protected couples increased by 
8.4 percentage points from 23.7 to 32.1. But 
surprisingly the birth rate came down by just 
about one percentage point from 33.8 to 
32.7” (p 840). 1 am seeking an explanation 
of this divergence between the estimated 
percentages of protected couples and the 
SRS birth rates. 

Among Uie several methods of contracep¬ 
tion, sterilisation admittedly has the greatest 
cotttribution in the percentage of effectively 
protected couples. In I98S-86, the percen¬ 
tage of effectively protected couples by all 
methods was 34.9 per cent while by sterilisa¬ 
tion alone it was 26.S per cent. Thus, more 
than 75 per cent of the protection was ac¬ 
counted by sterilisation. During 1980-86, 
“the percentage of eligible couples protected 
by all methods increased by 12.1 percentage 
points from 22.8 in 1980-^1 to 34.9 in 
IM5-86. Half of this increase comes from 
sterilisation. Evidently, though there has 
been some increase in the use of lUO and 
other methods, sterilisation continues to be 
the most accepUdrie method” (p 839). 

Hence, I focus attention on sterilisation. 
“In view of the lame proportion that 
sterilisatioii accounts for in the currently and 
eflectlvely protected couples, it will be useful 
to understand how this number builds up 
from year to year after discounting for the 
process of attritirm!’ And I offer evidence, 
again internal to the data under examina¬ 
tion, that “the rate of attrition thus derived 
has increased over the years possibly with 
some acceleration” From this, I surmise; 
“This is to be expected. As a larger and 
larger proportion of eligible couples is 
sterilised, the sterilised will tend to have an 
increasingly larger proportion of older 
couples who will soon pass out by the pro¬ 
em of atrition. This increases the rate of 
mtrition. This in a sense is'inevitable But, 


it means' that as the proportion of ieligfl>le 
couples effectivdy prmected (by sterilisation) 
increases, its impact on the birth rate is not 
proportionate; it begins to obtain diminish-' 
ing returns so to say” (p 840). My comments 
here are limited to sterilisation though 1 did 
not make that explicit in the last sentence. 

Reddy seems to agree: “Some believe that 
performance statistics of the family planning 
programme are suspect in mote ways than 
one. First, the numters of sterilisations con¬ 
ducted, lUDs inserted, and oral pills and 
condoms distributed are inflated. Second, 
sterilisations are performed on persons who 
have crossed the reproductive age. And third, 
sterilisations are performed on both men 
and their wives. The actual number of 
sterilisations is half in such cases” (p 1811). 

I did not examine the performance statistics 
of methods other than sterilisation because 
1 did not have any internal evidence for the 
purpose within the data 1 was using. Even 
on sterilisation, my remarks are based only 
on internal evi^nce namely the increasing 
rate of attrition. Therefore, I did not sug¬ 
gest that the performance statistics are in 
general inflated, or that sterilisations are 
performed on persons who h.tve crossed the 
reproductive age, or that sterilisations are 
performed on both men and their wives and 
are counted twice in the number of effec¬ 
tively protected couples. Reddy knows bet¬ 
ter and he may be right. In any case, he docs 
not seem to disagree with my observation 
that “As a larger and larger proportion of 
eligible couples is sterilised, the sterilised will 
tend to have an increasingly larger propor¬ 
tion of older couples”. His main point seems 
to be that “lack of increase (?) in the birth 
rate need not be entirely due to the coverage 
of a higher proportion of couples belong¬ 
ing to higher pr^uctivity” (p 1811). This is 
a valid point and I shall soon come to it. 

Bhate-Muley do not accept my surmise. 
They say “The first part of the statement is 
only partly correct because the increasing 
rate of attrition is not a permanent feature 
... unless the age at sterilisation increases 
contiquousiy which is empirically not true. 
.. .The yearbook published by the ministry 
of health... contains a table which ^ves the 
age distribution of acceptors of sterilisation 
for various years. There we find that even 
though the average age at sterilisation has 
not decreased appreciably, the percentage of 
under-30 women getting sterilised is increas¬ 
ing” (p 2295). The Ihble under reference 
does not give ‘the age distribution of accep¬ 
tors of sterilisation* but the 'number of 
acceptors per KXX) married women* in each 
age-group. For instance; the Yeai Book for 
1986-87 gives the data for the three years 
1W3-84,1984-85, and 1985-86. Barring some 
minor exceptions, in all the age-groups, the 
percentage ol acceptors is lower in 1984-85 
and higher in 1985-86 compared to 1983-84. 
The reason is that the ov^l performance 
of sterilisation was low in 1984-85 and high 
in 1985-86 compared to 1983-84; the number 
of acceptors per 1000 married women of 
ages 15-44 was 32.6 in 1984-85 and 38.3 in 
1985-86 as compared to. 36.9 in 1983-84. 


Ecoomnle 


Henrat a rti^nce to this TlMe does hmlidp 
to make the pdni Bhote-Muiey want to 
make.’ 

If Bhate-Muley had examined the rates of 
attrition derived by me (Table 5) more 
carefully than I myself did, they could have 
pointed that the rate of attrition really in¬ 
creased up to 1962-83 (7.28) and that since 
then it has come down steadily (7.07,6.69, 
6.61). They did not do this probably bwause 
they did not notice this. But they also have 
a real problem understanding the arithmetic 
of the rate of attrition. They say: “... 
whatever be the rale of attrition, the propor¬ 
tion of efliectively protected couples at a 
point of time does not include couples who 
go out of the cohort due to aging or death 
of either spouse” (p 2295) and hence, im¬ 
pliedly, a higher rate of attrition does not 
say anything about the age-composition of 
the sterilised. Let me say once again: If the 
cohort has a larger proportion of older 
couples, the rate of attrition will be high; and 
hence, a higher rate of attrition is evidence 
of the cohort having a larger proportion of 
older couples. I cannot do more. Bhate- 
Muley must help themselves. 

Having guessed that this was so, 1 pro¬ 
ceeded to test it more directly. Hence, 1 
worked out the birth rate per 1000 un¬ 
protected couples and ob.served: “... the 
birth rate per 1000 unprotected couples has 
been rising. It was 238.46 in 1970-71,247.72 
in 1976-77, and 283.46 in 1984-85. This 
means that as the proportion of effectively 
protected couples among the eligible couples 
increases, ...the unprotected couples in 
their composition in respect of age, parity, 
and other relevant circumstances belong to 
a progressively more reproductive group 
than previously” (p 840). In explanation, I 
only repeated what I had earlier said regar¬ 
ding sterilisation: “As the programme ad¬ 
vances and a larger proportion of the eligi¬ 
ble couples accept contraceptive protection, 
it is the couples who by their age and parity 
belong to the less reproductive group who 
selectively opt for contraception” (p 840). 
Clearly, this applies to only the acceptors of 
sterilisation and not to the other methods. 
I should have made the distinction. 

But Bhate-Muley seem to dispute this 
statement even in relation to sterilisation. 
“.. .due to acc^tance of contraception 
(mostly sterilisation) afler reaching the 
desired family size, the acceptors in the 
beginning years of the programme belong 
to relatively older age groups. ... As the pro¬ 
gramme advances and motivation increases 
and a large proportion of the older couples 
are already covered by the programme; the 
age of acceptance tends to come down slow¬ 
ly below age 30. ...For acceptance of family 
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piumhig U til putty thiit 'niattiii. ral^r 
than the age. Meneh, from thie younger age 
groups also, those with higher parity acc^t 
sterilisation moK often" (p 2296). I think 
the point is simple. Almost by definition, an 
irreversible method such as sterilisation will 
not be accepted before reaching the desired 
family size. Hence, generally, the acceptors 
will be older couples. If some younger 
couples are also seen to accept sterilisation, 
they are more likely to belong to higher 
parity group. Under the circumstance, if the 
sterilisation programme is pushed too hard, 
particularly with monetary incentives, the 
new recruits are most likely to come from 
older groups, either by age or by parity, and 
hence to belong to ie.s$ reproductive cate¬ 
gories. This is all that I have said. I do not 
sec what Bhate-Muley are disputing. 

As I said above, we need to make a distinc¬ 
tion between sterilisation and other 
methods. It is legitimate to suppose that as 
the programme advances and motivation in- 
crease.s, young couples, who have not yet 
reached the de.sired family size, will accept, 
not sterilisation, but spacing methods. As 
Bhate-Muley note: “Before 1981 the pro¬ 
gramme was dominated by sterilisation, 
whereas after 1981 the spacing methods have 
been getting more importance with the result 
that the CPR (couple protection rate) by 
spacing methods has been steadily rising 
since then” (p 2294). But then on their own 
evidence, “.. .the information on the use of 
spacing method given in the yearbook.v is not 
at all reliable. Sterilisation performance as 
given by the service statistics, however, can 
be accepted as fairly reliable’’ (p 2294). 

We may conclude: llte contradiction bet - 
ween an increasing CPR and a stagnant birth 
rate and. particularly, the increasing birth 
rate per 1000 unprotected couples is because 
of two reasons: I'irst, sterilisation accounts 
for more than 75 per cent of the CPR and, 
though its reported performance is reasona¬ 
bly reliable, it tends to have a larger propor¬ 
tion of less reproductive couples. Second, the 
share of the spacing methrids in the CPR, 
though still small, is rising but the reported 
figures are not reliable; they are highly 
inflated. 

Reddy suggests that there are other 
reasons as well. “For example, the propor¬ 
tion of females in the age-group 15-29 has 
increased from 57.88 per cent of the females 
in the age group 15-44 years in 1971 to 59,86 
per cent in 1981; it is presumed that their 
proportion has further increased after 1981. 
This is a direct consequence of rapid popula¬ 
tion growth in the past”. But then he adds: 
“The increase in the birth rate caused by an 
increase in the proportion of females belong¬ 
ing to the age group 15-29 years might have 
been partly offset by the rising age at mar¬ 
riage of females” (1811). This seems to have 
happened. In any case, the number of eligi¬ 
ble couploi per 1(X)0 population increased 
only dightly finom I72.7S in 1970-71 to 174.18 
in 197^77 and then came down to 169.91 
in 1984-85. So this does not help explain the 
increasing birth rate per 1000 unprotected 
couples. 


' Reddy suggests another leasorr: “Another 
reason for tack of decline in the birth rate 
is that the reproductive fund ions of women 
below 30 years of age have improved. Table 3 
presents data on the age specific marital fer¬ 
tility rates, general marital fertility rates and 
total marital fertility rates in 1978 and 1984 
it IS immediately clear that marital fertility 
rates of women below 30 years of age were 
higher in 1984 than in 1978. This was true 
of women residing in both rural and urban 
areas. More important, general marital fer¬ 
tility and total marital fertility rate were 
both higher in 1984 than in 1978” (p 1811). 
1 'he data arc taken from a paper by 
K S Natarajan.'' I have not been able to ob¬ 
tain a copy of this paper and I do not know 
the sources of ilie data. I can only check 
these figures with other data. 

I shall focus attention on the general 
marital fertility rate (CMFR). In a period 
in which the age specific marital fertility 
rates are changing so fast, I do not think that 
the total marital fertility rate is very mean¬ 
ingful for the purpose in hand. According 
Id Natarajan data, the general marital fer¬ 
tility rate (GMFR) in rural areas was 170.2 
in 1978 and 191.0 in 1984 which is an in- 
c, ca.se of 12.22 per cent in the course of six 
years. In urban areas, it increased from 143.6 
per cent in 1978 to 166.1 in 1984 which is 
an increase of 15.67 per cent. If the GMFR 
in fact increased by anything of this order, 
the increase ought to show in the birth rate 
per 1000 eligible couples (protected and un¬ 
protected). But it does not. This may be easi¬ 
ly chocked by the data given in Table 7 of 
nty article (p 840). A little arithmetic will 
show that the birth rate per 1000 eligible 
couples was 189.46 in 1976-77 and 192.45 in 
1984-85 which is an increase of a mere 1.S8 
per cent. Thus, an increase in GMFR as 
reported by Natarajan is not suppoitcd by 
the SRS estimates of crude birth rate and 
estimated number of eligible couples. It docs 
not help explain the increase in the birth rate 
per Kxio unprotected couples which during 
this period is as much as 14.43 per cent. 

But supposing that, between 1978 and 
1984, the age-specific marital fertility rate' 
increased by as much as Natarajan report.s, 
Reddy’s explanation is worth noting; “The 
improvement in reproductive functions or 
fecundity of the women is due to improve¬ 
ment in their health and nutritional status, 
which in turn, is due to improvement in the 
living conditions of people in general and 
of women in particular” (p 1811). In sup¬ 
port, he mentions increase in life expectan¬ 
cy at birth, decline in infant mortal'ty, and 
decline in the crude death rate. But much 
of this is due to the expansion of the public 
health and medical services. There is tittle 
doubt that the diseases are much better con¬ 
trolled and this in itself should have some 
effect on the reproductive functions of 
women. But improvem«it of nutritional 
status, particularly of women, is another 
matter. Reddy must offer some evidence to 
support that contention. 

If one may speculate, there is another 


-.BeoBttjiMc and Polhtcal Weekly December 17, 1988 


possible explanation for the professed in¬ 
crease in the marital fertility rates. Possibly, 
there is now a greater tendency among the 
married to reach the desired family size as 
soon as possible. There can be two reasons 
for this. One is the increased age at marriage. 
The other is (he spread of sterilisation. This 
should cause an irtcrease in fertility in the 
younger ages and its decline in the later ages. 
But, I do not think there is enough evidence 
even to speculate on this matter. 

Reddy also offers some comments and 
suggestions on the family planning pro¬ 
gramme. Most of them are reasonable but 
one is rather amusing. He says: “In order 
to bring down the crude birth rate, it is 
necessary, by strict supervision, to prevent 
inflation of family planning programme per¬ 
formance statistics” (p 1812). Needless to 
say. I am a greenhorn in demography and 
family planning. 

One final point. Reddy and Bhate-Muley 
aie ail evidently demographers. Two 
remark.s,. one from each, are noteworthy. 
Reddy almost protests: “Oandekar... writes 
on almost everything under (he sun” 
(P 1809). Bhate-Muley point out; “Dandekaf 
has used the general marital fertility rate 
IGMf'R) for unprotected couples (which he 
refers to as the birth rate per iOOO un¬ 
protected couples...)” and later refer to it 
as “his (Dandekar's) new fangled index” 
(pp 2295 96). The message is clear. An 
academic should confine his writings to a 
narrow field of specialisation gnd should use 
technical jargon so that no one outside the 
circle may understand a thing. Admittedly, 
I am an offender and that seems to be the 
main provocation. 


iNoteH 

|l take this opportunity to mention that my 
original article was delivered as Hufcerikar 
Memorial lecture on December 24,1987 under 
the auspices of JSS Institute of Economic 
Research, Dharwad. When the article was 
published this was not acknowledged through 
oversight.) 

1 V M Oandekar, ‘Population Front of India’s 
Economic Development’, EPfP, April 23, 
1988. 

2 P H Reddy, ‘Population Front of India’s 
Economic Development', EPW, August 27, 
1988. 

3 V Bhate, and S Muley, ‘Population Front of 
India’s Economic Development', EPW, 
October 29, 1988. 

4 Family Welfare Programme in India, Year 
Book, 1986-87, Ministry of Health atul Fami¬ 
ly Welfare, Department of Family tkblfare; 

p 16 

5 Ibid, p 18 , Table 2. 

6 K S Natarajan, ‘Couple Protection Ra:eand 
Crude Birth Rate in India’, paper presented 
to (he National Workshop on New Issues in 
Population Research for fanning and Policy 
Making, New Delhi, Firiiruary 10-11, 1988. 
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Convention against Fascist 

Narendra Singh 




AN Afiti'Fascist Convention, organised by 
the Anti-Fascist Movement of Tamil Nadu 
(AFM), was held on July 23-24, 1988 at 
Erode [EPW, October 1], The two-day con- 
vimtion, no doubt, was a vociferous protest 
against the fascist tendencies of the auto¬ 
cratic central government. It was a clear 
exposure of the Indian ruling classes, 
represented by the Indian state, unleashing 
repression and di.sniantling even that facade 
of democracy, which was written into the 
Indian constitution forty years back. It was 
dear that the Indian state could no longer 
tdde behind a mask, with its oppressive acts 
and expansionist designs clearly exposed. 
Not only the multi-national, multi-ethnic 
and muiti<ommunal people of India, but 
even those of other countries in the region, 
ape becoming victims of the Indian govern¬ 
ment’s fasdst acts. There is an urgent and 
vital need for all peoples of the sub¬ 
continent and the region to be alert and 
actively oppose such developments. 

Mobiiiiiation of the anti-fascist forces in 
India is an urgent task. How to accomplish 
it? The CPUML), TNOC, guiding star of 
the AFM, represents a section of the non¬ 
parliamentary trend of Marxist-Leninists 
(ML) of the last two decades. The two trends 
ci the Indian parliamentary politics, on the 
Other hand, comprise the dominant ruling 
Cbngress(I) and the opposition parties, rang¬ 
ing from rightists to the social-democratic 
leftisu, including the election-wedded com¬ 
munists. It is clearly not an easy cask to draw 
out and mobilise the really potential anti¬ 
fascist forces from among the conglomerate 
of opposition parties. 

One of the ML activists at the convention 
equated the present Indian situation with the 
pic-1947 one. Similar to the unity of the anti¬ 
imperialist forces under the umbrella of the 
Congress of earlier days, he pointed to the 
need for unity for all anti-fascist forces, but 
this time under the leadership of ML revolu¬ 
tionaries. This postulate, however, appeared 
to be already inconsistent with the practice 
during the Erode Convention, when an op¬ 
position leader of the parliamentary trend 
happened to be conspicuously prominent, 
even at the massive public meeting. In any 
case, it must be clearly understood that the 
leadership of an united front of anti-fascist 
forces can neither be imposed nor acquired 
by mere slogans. Based on correct slogans, 
rdated to the concrete objective situation, 
and thdr implementation, only through per¬ 
sistent struggles over a period of timA the 
ML revolutionaries can gain strength and 
secure the leadership of such a front. 

We must recognise that there is no hiMoric 
precedent of the present objective situation 
in India. Dimitrov’s anti-fascist call of the 
1930s originated in the face of aggressive 
fascist regimes of Hitler's Nazi Germany and 
Mussolini’s Italy. The fascists were then nor 


only geared against the USSR, but had even 
become a clear threat to the bourgeois 
democracies of Europe In the East, the anti¬ 
fascist and anti-Japanese slogans of the 
Chinese communists led to exposing the col¬ 
laborationists and mobilising the nationalist 
forces to unitedly face and defeat foreign 
aggression, even of the US imperialists. In 
both cases, the calls for the unii^ front were 
in accordance with the objective situations 
of the day. Not only that, the calls were given 
and implemented the revolutionaries from 
positions of political and military strength. 
We cannot overlook that the AFM, or any 
other ML revolutionary group, is in no posi¬ 
tion of strength on the Indian scene. 

The convention slogans have equated 
Indian fascism with the Congress(l) regime, 
personirted in the mother in the past and, 
now, in the son who is even more aggressive. 
An alternative to the Rajiv regime remained 
the focus. What alternative? The AFM and 
other ML revolutionaries talk of a people's 
democratic republic, a vague concept for the 
common people, whereas the parliamentary 
opposition clearly aspires to replace the 
Congre$s(I) and install itself in power at the 
centre. All the four convention slogans 
(repeal S9th amendment and other black 
laws, political solution to Punjab problem, 
withdrawal of Indian army from Sri Lanka, 
and the open trial of the corrupt Rajiv 
regime) were essentially demands on the cen¬ 
tral government and the union parliament. 
Despite the internal crises and contradic¬ 
tions, the dominant ruling class in India 
remains in power through the machinations 
of parliamentary politics and furthers its 
stranglehold by slogans of unity of the coun¬ 
try and sanctity of the constitution. This 
class has been responsible for all policies and 
acts in India, operating through the union 
parliament and the Indian government. In 
such a situation, what is the relevance of 
making demands on these organs? 

Indian fascism seems to be inherent in the 
centralised political structure and rule. This 
was ingeniously framed by the British in the 
Government of India Act of I93S with the 
clear purpose to exploit the nationalities and 
regions of the Indian sub-continent in the 
interest of the British ruling classes. The so- 
called federal, but in reality unitary and cen¬ 
tralised, structure sanctiHed in the Indian 
constitution has similar aims and pu|poses 
as the 1935 Act. now. to subserve the interests 
of the Indian ruling classes. Fascism seems 
also to be ensured in the populism of one- 
person-one-vote for electing the all-union 
parliament. Through that provision, the 
massive vote of the poor, and also of the 
Hindi belt, is manipulated with populist 
slogans ho^winking the population. The 
policies and programmes are thus steam¬ 
rollered to determine the fate of all 
nationalities and communities. One wonders 


on t&fscdp#oT.miiIprofit In k^ai^ieh'. 
Ttuniricatiom of the Imfian constitution iue 
allowed to persist in the form of present-day 
union parliament and the centralised rule 
from Delhi over all the people of this vast 
land. A real alternative lies only in the 
strategic aim of a democratic revolution to 
mobilise the anti-fascist forces and build up 
a movement for shaping India along the 
clarion Leninist principle of a loose con¬ 


federation of different nationalities in a 
multi-national country. The post-Lenin 
technological developments are also a 
warning. Among oiher.<i, the massive misuse 
of the media, including TV, cautions us 
more glaringly against leaving even' the 
mecAa in the hands of any centralised 


machinery. Clearly, a very loose confedera¬ 
tion of really autonomous nationalities, 
ruling out any possibility of overt or covert 
interference of a centre, appears to be the 
only guarantee against fascism and authori- 
tas'ianism in any politico-economic social 
set-up of a multi-national country. In India 
international finance capital and im¬ 
perialism also operate via the medium of 
central rule. Clearly a militant struggle 
against the latter will be a forum for uniting 
all democratic, anti-fascist, anti-imperialist 
and anti-feudal forces of revolutionaries, 
petty bourgeoisie as well as the potential 
national bourgeoisie of the different 
nationalities and communities. It seems high 
time that we present our concept and vision 
of a future India to mobilise all the pro¬ 
gressive forces for the tasks ahead. 
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Impact of Agricultural Development 

Only recently have agricultural economists been examining the 
impact of the pattern of growth in the crop sector on rural 
ecology directly and indirectly through its impact on livestock 
development. An analytical framework for understanding 
the problem. A-142 


A recent survey in the command of the Kal Irrigation Project in 
the Konkan, a region of high rainfall, challenges the prevailing 
notion that the returns on the high investments required to 
develop irrigation resources in these wet areas are not 
satisfactory. A-173 


(Jsar lands (alkaline soils) are uncultivablc and lie barren. In 


Uttar Pradesh which has large tracts of usar land, a pilot project 
to reclaim these lands was started in 1986 in Hardoi district, 
using indigenously developed technology. Do programmes 
for reclamation of alkaline lands yield the results they 
promise? A-lUl 


Problems of 
Perestroika 

Gorbachev’s programme for 
reforms is a pen'asive plan for 
action, and an extremely urgent 
call for that. It is most welcome 
not only in the interests of the 
USSR but also of the entire 
human society. However, certain 
basic digits of thought 
uncrtiicaHy taken over from the 
past carry in them germs of a 
possible neo-Stalinist 
development in the future. 2745 

Women in Rural 
Movements 

What is the nature of women’s 
participation in rural 
movements? What has been the 
pre-condition for their 
mobilisation? Would it be 
correct to talk of rural 
women’s movements in 
India today? 27.54 

Small Farmers and 
Markets 

Is there a price bias in favour of 
any particular class of farmers 
who come to the market to sell 
their produce? Is this bias 
specific to particular crop-s or 
choice of market outlets? An 
analysis of marketing activities 
of small farmers froth farm- 
level data in Kerala. A-16S 

The phenomenon of marketable 
surplus cannot be examined in 
terms of size-classes of holdings 
but with the acreage of 
individual crops separately 
against «ich size-class. A-lSl 


To Beijing and Back 

Rajiv Gandhi’s visit may have 
opened a new channel of 
communication between li.Jia 
and China. But we still 
don’t have a China policy. 2721 

From Po«‘lry to 
Politics 

Why did Samar Sen stop writing 
poetry by the late forties? Was it 
because prose had wider appeal 
than poetry? Or was it that he 
found p'tctry and politics 
es.seiitially incompatible? 27.10 

OpprcKoion without 
Opprtissors? 

It is the liberal approai.h 
seeming to take account of caste 
oppiussion while refu-siiig to 
acknowledge the existence of 
oppressor castes, that is at the 
root of the sianil taken by misst 
of the Naxaliic groups opposing 
the backward castes and Dalit.s 
in Dalelchak- Baghaoda 
incident. 2727 

Benazir's Pakistan 

Dcmocratisation in Pakistan 
would be very much o la Inrle: 
democracy as ratified and 
guided by a group of select 
families 2723 

Dc'epcr in Debt 

Current strategy in regard to 
third world debt has already 
turned it into a net exporter of 
capital. Urgent changes are 
needed in. the international 
debt managenient policy. 2739 
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Gokhale Institute of 
Politics and Economics 

1 WAS filled more with sorrow than anger 
when 1 read the letter written by Sulabha 
Brahme, president, GIASA, Pune regar¬ 
ding GIPE (October 22). There are some 
statements in her letter in the nature of 
suggesfio falsi and suppressio vert. 

It is neither necessary nor possible to 
place before the readers all the historical 
facts in detail. I have been a member of 
the staff of the institute for nearly 25 
years. Incidentally, I am a past president 
of the Gl Academic Staff As.sociation. 
Hence I thought it necessary to disabuse 
the readers of certain niisinformation 
presented by Brahme. 

Brahme cites as an example of erro¬ 
neous decision, “the GlPf-i was reportedly 
offered Deemed University Status during 
the late sixties; but this was declined 
without even informing the staff.. 
The fact is that during the late sixties, 
D R Gadgil was very much there as a 
member of the board of management; 
Brahme, on hindsight and as an after¬ 
thought, seems to like to lay the respon¬ 
sibility on the shoulders of the successor 
director; but the decision to refuse 
Deemed University Status was Gadgil's. 

Favouritism and nepotism are charges 
which can be easily hurled at any selec¬ 
tion committee by those who do not make 
the grade. This is not unusual. While 
alleging “nepotism and irregularity in 
selection and conArmation”, Brahme il¬ 
lustrates, “a matriculate wa.s appointed 
lecturer (1968-1980) in the UGC scale 
while research assistants with a good 
Master’s degree having 10 to IS years of 
research experience Were refused lecturer- 
ship unless they secured PhD degree”. 
Brahme seems to forget that at least from 
1968 to 1971 till his death, Gadgil was on 
the board of management. The matri¬ 
culate was appointed because he was a 
linguist knowing four Indian languages 
and was chosen for a specific task of 
doing translation work. Dasgupta, a 
former president of the Academic Staff 
Association to whom Brahme refers later, 
and some of our other colleagues in the 
Association were selected by the same 
selMtion and confirmation committee 
which is being charged with favouritism. 
Those who did not apply or appear before 
the selection committee, for reasons best 
known to them, ate charging the directors 
of the institute of favouritism. Mistakes, 
no doubt, may have been committed by 
the board of management. I have no 
reason to defend or take up cudgels on 
behalf of the management. Among the 
mistakes could be mentioned the promo¬ 
tion of Brahme herself by a review com¬ 


mittee (not the selection committee)'which 
was not authorised to recommend promo¬ 
tions, but the board of mangement 
wrongly promoted her without requiring 
her to appear before the selection com¬ 
mittee like most of her colleagues were 
required to. 

Dasgupta in typical trade unionist ar¬ 
rogance behaved deAamly. The directors, 
present and past, have always given 
freedom to hold a.s$ociation meetings even 
during office hours. But on one recent 
occasion, a meeting was held without the 
prior permission from the management. 
When asked about his whereabouts, 
Dasgupta did not have the courage to tell 
the truth that he was attending a meeting; 
he replied that he was answerable to the 
selection committee and not the director. 
Would Gadgil have tolerated this kind of 
behaviour? No organisation can function 
with such rampant indiscipline. It may be 
reiterated that Dasgupta’s request for 
research work after retirement was earlier 
forwarded to UGC by the director. But 
when he does not even recognise the 
authority of the director, how can the 
latter be expected to administer the UGC 
grant on the UGC’s behalf in favour of 
Dasgupta? 

Brahme talks of democratic atmosphere; 
when for some time I was appointed 
registrar (that is, an office-bearer), I stop¬ 
ped active participation in the association 
activities, according to convention. On 
relinquishing registrarship later, when I 
applied for continuance of my member¬ 
ship of the association, Brahme as presi¬ 
dent of the association refused to allow 
me to join on the specious ground that 1 
was allegedly holding views different from 
some of the association members. 

Finally, Brahme gives an impression in 
her letter that after Gadgil it was all deluge 
in the institute. A respected political and 
social worker. Pandit H N Kunzru was the 
p'resident of the board of management till 
his death in 1978. Does she suggest that 
Kunzru and her mother, who was on the 
board of management ail these years, 
tolerated the several alleged irregularities 
and the so-called autocratic rule of the 
directors? Y § Patvardhan 

Gokhale Institute of 
Politics and Economics, Pune. 


‘The People’s Voice’? 

RECENTLY, Iqbal Masud published in 
the Express Magazine (October 30, 1988) 
a carefully constructed polemic against 
’left-liberal intellectuals’ like Salman 
Rushdie, accusing them of not listening to 
the voice of the people. We are disturbed 
by the insidious implications of Masud’s 
arguments. 


In referring to ‘the people, isn't Masud 
creating an abstraction which ignores the 
sharp cultural and economic divisions that 
exist today? If 'the people’s voice' must 
always be heard, whose voice must we 
listen to in a situation of conflict—Hindu 
or Muslim, Sinhala or lamil? In sancti¬ 
fying the people’s voice, is Masud not 
legitimising its abuse by intellectual, 
political and religious elites? In seeking 
a ban on Rushdie’s book, ate not such 
elites claiming to represent an entity-^the 
people’—they themselves have 
constructed? 

For Ma.sud, the people vocalise a 
‘religious consciousness’ which the in¬ 
tellectual elites, in their ‘secular myopia', 
ignore. Also, he declares that anti¬ 
fundamentalism is, in essence, an im¬ 
perialist backlash. In equating the peoples 
religious consciousness with anti-colonial 
struggle, and secularism with acceptance 
of imperial dominance, Masud is foreclos¬ 
ing all possible criticism of social 
practices. 

Would Masud, listening to the voices of 
the people chanting ‘Sati Mata ki Jai’ at 
Deorala, celebrate' the burning of Roop 
Kanwar as a victory of popular culture 
over western imperialist secularism? 

R Srivatsan, P Sudhir, 
TF..IASWINI NIRANJANA 
Hyderabad 500 029 
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Limits of One-Point Agenda 


T he crisis in the ruling Asom Gana Parishad (AGP) 
underlines once again how mere ‘regional sentiment’ 
reflected in an essentially one-point political programme 
(expulsion of an indefinite number of ‘foreign nationals’ 
illegally staying in Assam) can never take a political party 
too far if it has no clear socio-economic programme^ even 
if of sorts, as has been the case with the Congress Party. 

The ‘temporary suspension’ of Chandramohan Patowary, 
the former minister for health in the Mahanta cabinet, from 
the primary membership of the AGP, marks the emergence 
of the till now dormant dissidence in the party into the open. 
The suspended former minister was atnong the twelve 
ministers dropped by chief minister Mahanta on October 22 
in a drastic cabinet reshuffle. None of the dropped ministers 
concealed their dissatisfaction over the treatment meted out 
to them, though the whole issue was till now being treated 
as an internal party affair. The action against one of the 
dropped ministers shows that the problems besetting the AGP 
can no longer be kept hidden. 

The disciplinary action apparently followed a ‘most secret’ 
letter (duly leaked to the press) addressed jointly by eleven 
of the twelve sacked ministers to the two party general 
secretaries, Bhrigu Kumar Bhukan and Atul Bora, making 
grave charges against chief minister Mahanta himself of ^ti- 
party activities’ and questioning his competence to lead the 
legislature party and indeed the party itself. 

These developments were perhaps inevitable because the 
AGP, despite the mass enthusiasm generated at the time it 
won its spectacular electoral victory and assumed political 
office three years ago, has never b^n noted for a serious 
analysis and understanding of the historical and social forces 
that propelled the erstwhile student leaders of AASU to 
political office in Dispur. Most importantly, the AGP’s 
‘regionalism’ is not sustained by the presence of a strong and 
substantial regional bourgeoisie in the state which and which 
alone could have provided the ‘regional sentiment’ with some 
political substance. .In other words, while the ‘sentiment’ 
sustaining the AGP is strong, its class base is still very weak. 

Not surprisingly, AGP government has little to show in 
the three years it has been in office by way of achievement, 
especially with regard to the most crucial of the promises 
it made and the expectations it aroused in the matter of 
‘foreigners’ in the state—over ‘forty lakh’ of them, according 
to some agitation leaders. On official admission, only 226 
foreigners had been ‘expelled’ (to where, and how, let us not 
go into) as on November S; this.threc years after those who 
made such dramatic and headline-grabbing claims have been 
in political office in Dispur. 

Given these inherent weaknesses and the virtual im- 
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possibility of the implementation of the Assam accord in 
its totality, especially the crucial issue of ‘expulsion’ of 
‘foreign nationals’, the only outlet for the political energies 
of the legislators and ministers has been in dissidence. The 
development ako holds a salutary lesson for those who make 
a fetish of ‘youth’. For, in the matter of appropriating the 
main elements of the despised and berated ‘Congress cultunf, 
the youthful legislators and ministers of the AGP have been 
second to none Especially notable in this conteit has been 
the substance of the Charges' brought by the sacked ministers 
against the chief ministn and the party president. These 
apart from the rhetorical challenge accusing Mahanta 
himself of ^nti-pvty activities’, comprise chiefly grievances 
of a personal nature—that the various perks and benefits 
that the sacked ministers had enjoyed (bungalows, cars, 
telephones, etc) had been withdrawn; that the vigilance cell 
had been asked to look into corruption charges against some 
of them. Even more revealing is the ‘defence* of the chief 
minister that he had passed no orders withdrawing the perks 
and botefits. That these could be levelled as ‘charges’, and 
that the chief minister should ‘defend’ himself against such 
charges is indicative of the perception of political office 
cherished by the AGP leadership. 

Clearly, the moral authority of the AGP, specially its top 
leadership, has taken a beating from which, irrespective of 
what shape dissidence will take, the party will be hard 
put to recover. Given such candid commitment to the perks 
of office that most AGP legislators appear to cherish 
above everything else, these grievances too are bound 
to spread. 

Developments nationally may further aggravate the AGP 
crisis, though with such adherents as the party has, it surely 
needs no enemies. During this year, the Congress Party has 
been able to get rid of two non-Congress governments in the 
region, in llripura and Mizoram, and has further successfully 
frustrated the efforts in Meghalaya and Nagaland for non- 
Congress formations to provide an alternative government 
by the simple expedient of legitimising defections in 
Meghalaya: and ruling them out of order (with some help 
from a complaisant governor) in Nagaland. Thus, Assam 
alone, the largest and most important state in the region, is 
now not within the Congress fold. 

It is, therefore, reasonable to expect that the Congress will 
spare no efforts to secure the advantage; crucial to the region 
as a whok of installing a pro-Congress government (not 
necessarily a Congress government, for president’s rule 
would just do fine) in Assam before the Lok Sabha polls. 
With the AGP being what it is, it appears the Congress would 
not even need any assistance in this regard. 
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POWERrEC^IPttBNT 

WiOier BHEL? 

IS Bharat Heavy Lleciricals (BHEl.) anti¬ 
cipating a secular decline in demand for 
its pow generation equipment? And this, 
at a time when 38.500 MW of power 
generation capacity at an investment of 
Rs 80,445 crore (1989-90 prices) is pro¬ 
posed to be added during the Eighth Plan 
(1990-95). BHEUs foreign collaborators in 
power generation equipment. Siemens 
(FRO) and General Electric (l)S) arc said 
‘to be squeezing it with the high cost of 
imported components, the final selling 
prices providing little conipensution. The 
company is planning a major diversifica¬ 
tion which would significantly reduce the 
share of power plant ciiuipment in its sales 
turnover, presently around 70 per cent 
(1987-88). It may perhaps be a wise step 
from a commercial stand point given the 
excessive reliance of the government on 
bilateral and multilateral credit. 

BHEL's transnational collaborators and 
competitors arc all conglomerates. For 
example, Siemen's and General Electric’s 
sales in heavy electrical engineering as a 
per cent of totui group sales in 1986 
was merely 41 per cent and 31 per cent 
respectively. Except .Asca Brown Boveri 
(SwedLsh-Swiss), the major TNC'.s have all 
diversified rheir output, more so is the last 
ten years. The iniernattonal demand for 
power generating equipment has declined 
by half over the last decade while demand 
for distribution equipment has been stag¬ 
nant. In such a situation of a secular 
decline in demand, the major TNCs in the 
heavy electrical engineering business 
are operating at levels well below their 
designed capacities. The World Bank as 
well a.s respcciisc governments of the 
FNCs have stepped up their offets of 
credit, the latter at terms (rate of interest, 
maturity (period, gram clement) that con¬ 
stitute veritable export subsidies. 

A casual glance at the response to 
global lenders for different power projects 
in the country, especially those for 500 
MW thermal power units or 100 MW 
combined cycle gas turbine units, would 
find a few' of the top ten TNCs in the 
ficld—Asca Brown Boveri, Siemens, 
General Electric, CGE, Mitsubishi, GEC, 
etc—vying for orders. Is the National 
Thermal Power Corporation (NTPC); for 
instant^; takiitg advantage of the competi¬ 
tion? Are cartel-like arrangements 
operating? Are the TNC« buying the 
influence of official.' and politicians? 
From the information that is leaked to the 
press, inferences can be made only with 
great risks of error. 

The direct Import content of power 


pfapt capacity added during the Sixth 
Plan (19^85) was around 11 per cent. In 
the Seventh Plan it will be atound 22 per 
cent. The estimate for the Eighth Plan is 
not yet available because ail (he credit 
arrangeinentv are still not in place. It is 
said that the Soviet Union has made an 
offer of credit to finance around 5,500- 
6,000 MW capacity. I he World Bank and 
other multilateral soiiiws would probably 
finance around 6,500-7,000 MW. In the 
absence of reliable estimates, the direct 
import content of power plants during the 
Eighth Plan can be pul at anywhere bet¬ 
ween 30-50 per cent. 

Given a meagre access to finance, 
BHEL would be driven out of (lie inaiket 
if it did not submit joint bids with its col¬ 
laborators, the latter making the ar¬ 
rangements for credit from their le.spcc- 
ttvegovertimcnts. The government ideally 
wants foreign offers for the power sector 
to fund 70 pet cent of the project costs, 
including a grant clement. It goes without 
saying that collaborators and iheir govern¬ 
ments will in.sist on supplying most of the 
cquipmetyt under such arrangements, leuv 
ing local manufacturers in the lurch. 

The ministry of energy's advice to 
BHEL is to “get collaboraiiuiis and we 
will give you orders”. As an instance, 
BHEL forms a consortium with Siemens 
and Combustion Engineering in order to 
compete with the OEC-lcd consortium for 
the 1,000 MW (phase 2) Riband power 
project. The UK government has made ar- 
rangenicnt.s for soft loans and so will the 
West Cerman government through KF-W. 
Soft loan packages, with grant elements 
chipped in, often become the deciding fae- 
toi, not foreign exchange components. 
1he 390 MW Uulhasli hydro-elect tic 
|)ower piojeei is another instance w here 
credit ntay indeed be the major determi¬ 
nant for award of the contract. 

H.AZARDOUS DRUGS 

Yet Another List 

THE United Nations has recently released 
a list of 394 drugs and 52 combination 
products which are considered cither 
useless or dangerous. Almost all these 
drugs are either banned or are severely 
restricted in industrialised countries, but 
continue to be produced and marketed in 
third world countrin by multinationals or 
their subsidiaries. Ironically enough, 
although a number of these products had 
been banned by expert committees in 
India, the process of implementing the 
ban has been stalled because of various 
reasons, all of them having to do with 
pressure from the industry. 

The UN list includes such widely used 


drugs chioiiInqi4^i^(. ietiagii^iie 
syrup and acetaminephen. im analgesic 
related to paracetamoL Chloroform, used 
ntensively in cough syrups is another 
dangerous product. Even aspirin has come 
in for heavy criticism and the UN report 
points out that aspirin accounts for 10 per 
cent of all adverse reactions recorded in 
western hospitals. The list of course is 
nothing new. For more than a decade now, 
national and international forums of ex¬ 
perts have repeatMly conducted review ex- 
erci.se to identify useless, irrational or 
dangerous drugs. There is, therefore, no 
differences of opinion about a majority 
of drugs on the list. So why do these phar¬ 
maceutical products continue to be manu¬ 
factured and sold? 

Clearly the reason why these lists have 
remained so much dead dociimenution 
are neither medical, ethical nor rational. 
They have to do with political leverage 
available to the drug industry. And as is 
becoming increasingly clear, the govern¬ 
ment by its acts of omission and commis¬ 
sion facilitates industry’s interference with 
the process of bringing about a rational 
drug policy. 

In the last six months, the Drugs Con¬ 
troller of India, after inordinately long 
consideration of the recommendation of 
several expert groups has been issuing ban 
orders on one or two of these products at 
a time. Recently, for example, two fit^ 
dose combinations, chloramphenicol with 
other drugs and of corticosteroids 
both for internal use have been banned. 
These arc not onlv irrational, but 
hazardou.s as well. Promptly Roche 
obtained a stay order from the Calcutta 
High Court and the ban order will no 
doubt languish as earlier ones hage done. 

It may be recalled that an earlier order 
some years ago banning 22 fixed dose 
categories of drugs had suffered the same 
fore Several companies went to court in 
different cities to obtain an interim stay 
on the order which has yet to be vacated, 
because the cases are still pending. In fact, 
the &ipreme,Court bench which ruled in 
the EP drugs case and recommended a 
public inquiry had drawn the attention of 
the Drugs ControHer to these cases direc¬ 
ting him to expedite the matters in the 
various high courts. It had of course, not 
itself taken steps to direct that alt these 
cases of which in fact the issue of EP 
drugs was only a part, be consolidated. 

This is precisely the reason why drug 
consumer activists have been aiguiog for 

a review of the entire drug markrt and the 

weeding out of irrational and especially 
hazardous drugs, accotppaided by ade¬ 
quate changes in the Dn^anid Cosmdtlcs 
Act which will Mock indushry’l dbJectiODi 


2716 


Economic and INiUtical 



aeefit m medical pounds. CotatnlK a 
limited product lb* will affect the health 
Of the industry in the short run. But as 
has been seen in Bangladesh, not in the 
long run. In any case; hazardous products 
eannot be allowed to be marketed just 
because their banning would affect the in¬ 
dustry’s Bnancial health. 

GNLF 

Tensions Reappear 

THE Gorkha National Liberation Front 
(GNLF), not unexpectedly swept the elec¬ 
tions held on December 13, 1988, for the 
Gorkha hill council in the Darjeeling 
dbtrict of West Bengal, having secured 
about 83 per cent of the total valid votes 
cast in the polls for 26 elected seats. The 
GNLF supremo Subash Chising and a 
colleague of his had earlier been elected 
unopposed from two other constituencies. 
Thus out of the 28 elerted seats, the 
GNLF has bagged 26; the remaining two 
seats have gone to the CP1(M) which poll¬ 
ed about 8.3 per cent of the valid votes. 
The Congress(I) and the CPI which took 
only a symbolic part in the contest got 
0.35 per cent and 0.18 per cent of the total 
votes' respectively and drew blanks in 
terms of seats. 

As about 80 per cent of the electorate 
had taken part in the polls, generally held 
to be fair and peaceful, the election results 
have conclusively proved the unquestion ■ 
ed dominance of the GNI.F over the hill 
people of Darjeeling. Although the fact 
that the CPl(M) has been able to defend 
its shrunken base in the two constituen¬ 
cies against the undoubtedly overwhelm¬ 
ing pressures from the surrounding areas 
dominated by the GNLF certainly testifies 
to the party’s grit and determination, in 
overall terms the election results do not 
represent a favourable verdict on its basic 
policies on the Gorkhaland agitation. 

The CPI(M) which had lost altogether 
80 cadres during the GNLF agitation, 
apart from the destruction of considerable 
property belonging to the party and its 
supportns, has so far never seriously re- 
eramined its policies and practice vis-a- 
vis the GNLF agitation. On the contrary, 
the draft resolution for the 13th puty com 
gress daims credit for its policy of 
“demarcation between the agitated mass 
and the disruptive leadership” of the 
GNLF. The election results clearly prove 
the party’s utter failure to effect any 
separation between the hill pepple and the 
GNLF leadership. 

The constitution of the Darjeeling hill 
council provides for 14 non-elected 
pi^berSk seven of whom comprising the 
loG^ MP( MLAs, and chairmen of the 


local municipalities will join the council 
by virtue of their office. The other seven 
members will be nominated by the West 
Bengal government. Although the oath¬ 
taking by ihc members was scheduled on 
December 26, 1988, the nominations were 
not announced even by December 22. 

A certain amount of goodwill that 
followed the peaceful polls and the sweep¬ 
ing victory of the GNLF seems to have 
evaporated in less than two weeks since. 
Whether on his own or impelled by 
pressures of hardliners in his own en¬ 
tourage, Subash Ghising is becoming 
more and more strident with new claims 
and proposals. As for instance he has 
demanded that the oath-taking of the 
nominated members should not take place 
at the same time as that of the elected 
members, he himself should be sworn in 
as the chief executive councillor, not by 
the district magistrate, but by the state’s 
home secretary, and, further, that the 
nominated members should not take part 
in the council's voting. 

In the meantime, the climate in the hill 
areas is hotting up once again. GNLF- 
CPI(M) clashes with instances of shooting, 
arson and localised bandh have re¬ 
appeared. There are also signs of tensions 
and tussles within the GNLF. If this per¬ 
sists and intensifies, then the surrender of 
the impressive arsenals of illegal,weapons 
by both sides that followed the accord 
may not be an effective deterrent to the 
recrudescence of the large-scale violence 
that had rocked the areas for more than 
two years. 

Although the responsibility for the re¬ 
cent deterioration of the situation cannot 
by any means be laid at the door of the 
CPI(M), as a national party 'and the 
leader of the Left Front government in the 
state it cannot evade the duty of initiating 
measures for checking the drift towards 
a crisis. It may not be easy to impress 
Sub'ash Ghising and his hardliner follow¬ 
ings, but a redefinition of the CPI(M)’< 
position by conceding to the fullest 
measure the legitimate aspirations of the 
backward hill population and a self- 
critical assessment of the party’s past 
practice may h,elp the CPI(M) achieve its 
earlier tactical goal of dmarcating the 
hardliners from the masses. 

DOCTOR’S DISMISSAL 

Invisible Links 

A Correspondent writes: 

LAST month Arun Bal, a consulting 
surgeon and an activist of the drug con¬ 
sumer movement, was summarily sacked 
from his post at the Dhanvantri Hospital, 
a small 50-bed institution run by the 





Bramhan Sahayak Sangb in Bombay 
without assigning any reasons for the ac¬ 
tion. According to the hospital this is a 
matter between itself and one of its 
surgeons, ft claims that since iheic is no 
employer-employee relationship hetsscen 
consultants and the hospital it i- well 
within its rights to dismiss anj consiilt.int 
without notice. In fact, the Industrial 
Court has rejected Hal's pica lot a stay of 
the disinis.sal on these grouiuls. 

But there are some curious facts about 
Bal’s case which pvsint to the involscmcnt 
of active vested interests in ail that has 
been happening at Dhamaniri since the 
middle of last year. Bal is a general 
surgeon in mid-career whose professional 
competence is well-established and profes¬ 
sional conduct above reproach. His con¬ 
cern for his patients and his commitment 
to the rational practice of medicine are 
well known. The hospital authorities can 
have had no cause for contplaint on thc.se 
grounds. 

On the other hand. Bal as general 
secretary of ACASH, a consumer group, 
has been actively involved with the cam¬ 
paign for a rational drug policy. It tras 
through a writ petition filed by ACASH 
in the Bombay High Court, that the 
government order banning the hazardous 
high-dose estrogen-progesterone (HDEP) 
drugs was extended to injections as welt. 
ACASH has also been instrumental in 
drawing the attention of the Maharashtra 
Medical Council to the unethical practice 
of a gynaecologist in promoting a new 
contraceptive, when the council reluctant¬ 
ly after repeated requests took the mildest 
possible action. Significanily, in the last 
few months, ACASH has accumulated a 
wealth of medical data which challenges 
the claims being made to promote 
analgin. This data, as yet unpublished has 
been cross-checked with reputed pharma¬ 
cologists in and outside the country and 
would undoubtedly affect the sales of 
this potentially hazardous drug. Interes- 
tiugiy, Bal's problettLs began just about the 
tune when ACASH’s activities on these 
major issues began to gather momentum. 

Moreover, it now appears that the 
hospital authorities have been trying their 
best to frame charges of overcharging on 
Bal. The vice president of the hospital 
trust, who is also the president of the 
Maharashtra Medical Council,, has 
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privuely been making inquiries of the 
senior suigeon whom Bal has been assist¬ 
ing for some years, in a manner quite 
clearly meant to elucidate the ‘right’ 
answers which may be used against Bal, 
for say, a charge of unethical practice. 

Sevmteen organisations including civil 
liberties, health and women’s groups have 
come together to protest against the treat¬ 
ment meted out to Bal. Their support of 
the doctor b based on the recognition that 
hb viaimisation is in reality an attack on 
the drug consumer movement. This is 
precisely the manner in which the drug in¬ 
dustry the world over has functioned to 
cminter the challenges posed hy the move¬ 
ment. Bal’s victimisation is the first such 
in India and will probably not be the last 
unless the invisible links between the in¬ 
dustry and vested interests in the medical 
establishment are exposed. 

HUMAN RIGHTS 

Torture of Prisoners 

Sumania Banerjee writes: 

ONE can understand the concern of 
Soviet dissidents about the state of human 
rights in Russia—which till the recent 
measures announced by Gorbachev, had 
indeed been quite wretched. But our sym¬ 
pathy for the long-suffering dissidents 
does not allow us to go the whole hog with 
them when they go gaga in* praise of 
‘democracy’ in the west. Addressing a 
press conference in Paris on Human 
Rights Day recently, the Soviet physicist 
and leading dissident Andrei Sakharov 
was reported to have .said that his govern¬ 
ment had not gone as far as the west in 
its efforts to safeguard human rights. In 
the past too, dissidents from the Soviet 
Union and eastern Europe who had 
chosen exile in the west, had quite often 
praised the superiority of the ‘democratic* 
s^tem of the capitalist west to the ‘dic¬ 
tatorship’ of the socialist countries. 

Had these dissidents not been taken in 
by the external symptoms of a functioning 
democracy and seduced by the eulogistic 
publicity that the western press gives them, 
they would have discovered that things are 
as bad in the countries of their hosts as 
in-their homes. A recent debate between 
the Soviet procurator Ivan Rakhmanin 
and the executive editor of the New York 
Times, A M Rosenthal on prisoners in the 
Soviet Union has brought to light the fate 
of Americans held in US prbons. The 
most notorious prison is Marion in 
Illinois known as 'the end of the Unci’, 
where about 350 inmates regularly face 
beatings, torture tactics, psychological 
abuses, solitary connnement and 
experimenial ‘behaviour modification 
programmes’ (which were declared un¬ 


constitutional practices by the US 
Supreme Court some time ago). 

Latest disclosures about happenings 
inside Marion have come from a letter 
smuggled out from the super high-security 
prison by an inmate—Harold Joseph 
Rosenthal (not related to the New York 
Times executive editor), who as a white 
activist had been involved in the civil 
rights movement in the US since 1937. In 
the 1970s. he went to Latin America to 
help the various revolutionary groups, 
including the Sandinistas. in his letter, 
Rosenthal says: “Colonel Oliver North, 
William Casey, General Secord and many 
others did the exact same thing I did, the 
only difference is 1 traded in arms for the 
liberation movements and in aid of the 
people, whereas North and the CIA trad¬ 
ed in arms and drugs for the Contras try¬ 
ing to overthrow the people’s government 
of Nicaragua!’ In 1983, Rosenthal was 
kidnapped by US intelligence in Colom¬ 
bia, brought to the US and sentenced to 
life on charges of ‘politically motivated 
crimes of arms and drug conspiracy! Since 

BUSINESS 

OILSEEDS 

Good Prospects for 
Exports 

A leading financial daily reported the 
other day that the withdrawal of demand 
from vanaspati manufacturers for im- 
porteo oils as a result of the suspension 
of concessional supplies and substantially 
higher price for commercial sales had put 
the State Ihuling Corporation in a dilemma 
in that the STC had accumulated.stocks 
to the tune of 83,(XX) tonnes of which 
30,000 tonnes were accounted for by soy¬ 
bean oil. Since there is a danger of the oils 
stored in tankers deteriorating in quality 
STC is toying with the idea of exporting 
the entire quantity. The corporation is also 
said to be concerned over the blocking of 
substantial funds—over Rs 100 crorc. 

Unless it is a case of gross misreporting, 
this would imply a major change in official 
thinking expressed in several official pro¬ 
nouncements from time to time There has 
been no dearth of reports indicating that 
buffer stock operation would form a part 
of the government’s integrated policy for 
vegetable oils aimed at promoting self- 
reliance and thereby progressively reduc¬ 
ing dependence on imported oils. The 
withdrawal of concessional supply of im¬ 
ported oil to the vanaspati industry is a 
step in this very direction. 

Despite record kharif oilseeds produc¬ 
tion and reassuring rabi crop prospects, 
domestic supply will still ne^ to be sup¬ 
plemented by imports which, of course. 


then, he had been held in Marion in. 
solitary confinement. 

According to information, the guards- 
at Marion carry three-foot riot bludgeons 
with steel-bail tips to break internal 
organs. The steel ball separates the ribs, 
tearing the intercostal muscles and the 
pain is so intense that it can be felt months 
afterward. Prisoners are thrown in the 
‘hok^ (a punishment cell 2.7 by 1.8 metres) 
for minor violations of prison rules, like 
putting socks on the cell bars for drying, 
or keeping an empty milk carton to u.se 
as a cup. 

Like New Delhi. ’A'ashington has also 
turned a deaf ear to repeated protests by 
Amnesty International about conditions 
in Marion jail, which was opened in 1962 
for especially dangerous federal criminals. 
Last year, a Marion for female prisoners 
was opened in Lexington, Kentucky. Here, 
in a special section for political prisoners, 
women languish in total isolation having 
been convicted at different times for their 
part in the protest movement against US 
foreign policy. 


are likely to be significantly less than the 
last season’s staggering figure of 18.2 lakh 
tonnes valued at around Rs 1,060 crore. 
In view of the continuing dependence on 
imports and the buffer stock- proposal 
under active consideration it would make 
little sense if the government were to toy 
with the idea of exporting the stock it is 
now holding. Buffer stock operation 
would involve much larger funds than 
what is blocked in the existing reported 
stock of 85,0(X> tonnes. 

Even at the risk of appearing rather un¬ 
charitable; the report in the financial daily 
appears to be a subtle move by the power¬ 
ful vanaspati lobby to create an opinion 
in favour of resumption of supply of im¬ 
ported oil at concessional prices. Far ftom 
being a matter of concern, the withdrawal 
of demand for imported oils from vanas¬ 
pati manufacturers should be welcomed 
as it implies reduced dependence on im¬ 
ported oils and increased demand for in¬ 
digenous oils which are currently display¬ 
ing a distinctly easy tendency under 
pressure of new crop supplies, especially 
of groundnut the markming of which is 
posing some ticklish problems. The 
groundnut crop is an all-time record with 
Gujarat alone uxounting for between 22 
lakh and 24 lakh tonnes as against only 
2 lakh tonnes last season because of the 
devastating drought Never beftne has the 
oilseeds trade in Gujarat been known to 
have handled such a big erop. Constraint 
on financial resources has many raiAlfi- 
cations. 

The virtual disappmuance of the dif* 



feience between the prices of the major 
traditional oils and non-conventiOnal oils 
is indeed a new phenomenon, indicating 
a profound change in the vegetable oils 
scenario. For the time being, there are few 
/takers for the hitherto much-prized 
groundnut oil which is currently quoted 
at the lowest price for the pasl few years. 

In view of the substantially improved 
indigenous supply this season it should be. 
easily possible to cut down edible oil im¬ 
ports to less than 8 lakh tonnes which will 
not only result in considerable saving in 
foreign exchange at a time when prices in 
international markets are ruling much 
higher than a year ago but also help keep 
domestic prices at levels which will enable 
oilseed growers to realise incentive prices 
for their produce necessary for pushing 
ahead toward the goal of seU-reliance 
which the government is endeavouring 
hard to promote. 

Export prospects have improved signi¬ 
ficantly due to a healthy combination of 
several factors—comfortable supply of 
good quality material, because of ideal 
climatic conditions this season, at relative¬ 
ly low prices, helpful official attitude 
(CCS for groundnut HPS and nigerseed 
export placed under OGL) and favourable 
international environment due largely to 
tight statistical position of soybean/oil/ 
meal which dominate the world markets 
in oils as well as proteins, 

With soybean production estimated at 
17-18 lakh tonnes, the hitherto crisis- 
ridden soybean processing industry has 
good reason to look forward to a pro¬ 
fitable period ahead. Adequate availability 
of raw material will ensure capacity utili* 
.sation at economic levels. The withdrawal 
of concessional supply of imported oils 
to the vanaspati industry wUl facilitate the 
marketing of soybean oil at remunerative 
prices. In view of the keen overseas de¬ 
mand, the industry is confident of setting 
a new record in export of soybean meal 
in terms of volume, value and unit price 
realisation. Exports of soybean meal dur¬ 
ing the fust six months (April-September) 
of the current fiscal year are plac^ at 1.59 
lakh tonnes (valued at Rs 55.65 crore) 
against 1.48 lakh tonnes (valued at 
Rs 38.23 crore) in the same period last 
year. Cioing ^ the outstanding com¬ 
mitments and the continuing firmness in 
international markets, soybean meal ex¬ 
ports during 1988-89 may well reach 6.5 
lakh tonnes (valued around Rs 250 crore). 
Exports last year totalled 3.68 lakh tonnes 
(valued at Rs 106.57 crore). Exports of 
meal this year are said to be limited this 
season only by the iniriequacies of infra¬ 
structure at the ports of ^pment as also 
sd the prodttchig centres. 

Another significant devriopment on the 
exp^ front is the revival of business in 


groundnut HPS. Thanks to improved 
quality because of ideal climatic condi¬ 
tions in Gujarat which is the major source 
of supply, aflatoxin is no problem. The 
5 per cent cash compensatory support— 
an extraordinary gesture—has help^ nar¬ 
row down the disparity in Indian and in¬ 
ternational prices within manageable 
limits to enable enterprising exporters to 
negotiate bu$ine.ss. Business for some 
20,(XX) tonnes has already been put 
through. Indications are that exports of 
HPS groundnut this year will total around 
30,(XX) tonnds (valued at R.s 28-30 croic) 
against last year's 4,800 tonnes (valued at 
Rs 5 crore). Nigerseed has emerged as 
another export earner, with expori.s 
amounting to 7.000 tonnes (valued at Rs 8 
crore). Exports for the full year arc 
reckoned at 12,000 tonnes with the US as 
the main buyer. This has been possible 
because export of nigerseed has been plac¬ 
ed under OGL and the Indian Oil and 
Produce Exporters’ Association (JOPEA) 
which has been authorised to monitor ex¬ 
ports has played a useful role in pro¬ 
moting the export of this item. 

Exports of groundnut meal have not 
been doing all too well and it .seems 
unlikely that the current year’s perfor¬ 
mance will turn out to anywhere near last 
year’s mark in value terms. Inquiries in¬ 
dicate that exports of groundnut meal in 
1988-89 will be around 3 lakh tonnes 
valued at Rs 50-55 crore against 3 lakh 
tonnes valued much higher at Rs 71 crore. 
Export effort is said to have been ham¬ 
per^ by the shortage of rupee funds with 
the major buyers—Poland, Czechoslovakia 
and GDR. Extension of technical credits 
to these countries could greatly help in 
pushing exports. Aflatoxin is hardly any 
problem tUs season. Even so the EEC 
countries are still keeping off the Indian 
market. 

Rice bran extraction eeports during the 
first seven months of the current fiscal 
year are placed at 1.87 lakh tonnes which 
is about the same as last year. Export 
earnings, however, are up by about 19.4 
per cent from Rs 14.25 crore to Rs. 17.02 
crore. AJI indications point to higher ex¬ 
port earnings during 1988-89. Castor oil 
exports during 1988-89 are estimated at 
55,000 tonnes valued at Rs 90 crore 
against last year’s figures of 32,000 tonnes 
valued at Rs 38 crore. A significant aspect 
of this year’s performance is that for the 
first time after three years the country will 
be exporting some 25,000 tonnes of castor 
oil to the free curreno' area. Exports of 
rapeseed cake and sunflower cate are ex- 
peried to show considerable improvement 
over last year’s performance The overall 
contribuUon of the oilseed sector to the 
nation’s foiei^ exchange pool will be 
much better than in 1M7-88. 
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TWENTY YEARS AGO 

EPW, December 21, 1968 

The need for regional co-operation in 
Asia has been long recognised. The 
Second UNCTAD identified economic 
co-operation and integration .among 
developing countries as an important 
element of an internationai development 
strategy. F.CAFE, for its pan, has carried 
out numerous surveys and studies with 
a view to identifying areas of possible co¬ 
operation. .. Yet no substantial progress 
towards regional or even sub-regional co¬ 
operation has been made... Developing 
countries are now increasingly realising 
that a strategy of development which 
conccntiates on maximum possible im¬ 
port substitution and production mainly 
for domestic markets cannot be sustain¬ 
ed. Since exports have to be expanded in 
relation to increasing impott require¬ 
ments, there is no escape from expanding 
trade among themselves on the basis of 
special preferences. 

Inira-regionai trade among developing 
countries of the ECAFE region is still 
higher than similar trade among African 
or Latin American developing countries. 
But whereas Latin American countries 
have, through regional and sub-regionai 
groupings, expanded their intra-regiohal 
trade substantially in recent years, intra- 
regionai trade in the ECAFE area has ac¬ 
tually declined... Progress towards 
regional co-operation can be achieved 
only if there is some appropriate 
machinery for supervision and for taking 
prompt decisions. European and Latin 
American experience clearly shows that 
without some institutional machinery no 
worthwhile progress can be made in pro¬ 
moting co-operation. The decision to set 
up a Council of Ministers for Asian 
Economic Co-op«ration, taken by the 
Bangkok Conference is therefore a vital 
step. 

* w w 

The belief is of long standing that the 
main ingredient of the favourable impact 
of Russian md is that it is identified with 
specific heavy industrial projects. Bhilai 
became so much the symbol of the suc¬ 
cess of Russian aid that Americans toyed 
with the idea of setting up Bokara The 
road from Bhilai to Bokaro has not, 
however, been smooth. And failures at 
HEC, Rishikesh Drugs and Madras 
Surgical Instruments have not helped... 
While politicians and bureaucrats have 
been more worried about themselves 
than the sute of affairs at Ranchi, the 
Russians have been understandably dis¬ 
turbed at the tarnishing of their image. 
One of the main aims of the Skachkov 
mission was to prod the governmmt into 
mending the management of public sector 
projects set up with Russian assistance. 
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COMPANIES 


ITC 

Into Agribusiness 

ITC has shown a satisfactory performance 
during 1987-8H with sales of Rs 371 crore 
against Rs 310 crore in 1986-87 and a gross 
profit of Rs 51.86 crore against Rs 49.31 
crore in 1986-87. Gross profit to sales 
turnover has marginally declined from 15.9 
per cent in 1986-87 to 14.0 per cent in 
1987-88. After necessary provisiorls, net pto- 
•fit is Rs 24.79 crorc against Rs 17.44 crore 
in 1986-87, The directors have stepped up 
dividend from 30 per cent to 35 per cent 
which is covered 2.14 times by earnings as 
against 1.75 times previously. 

The first phase modernisation in the fac¬ 
tories at Bangalore, Saharanpur and Munger 
is complete. The machine development unit 
in Bangalore has been dsie to manufacture 
automatic parcelling machines and is cur¬ 
rently developing high speed wrapping 
machine for in-house use. 

The turnover of the Weicomgroup chain 
decelerated after three years of buoyant 
growth. The company's owi\ed and licensed 
properties registered a turnover of Rs 55.44 
crore. The upgraded Maurya Sheraton in 
Delhi continues to be the market leader, with 
the highest revenue and foreign exchange 
earnings among hotels in Delhi. The major 
property developments during the year con¬ 
sist^ of the acquisition of Nedous hotel in 
Srinagar, on lease. The Usha Kiran Palace 
in Gwalior, was converted into a licensed 
IMoperty. More recently, the Manjarun Hotel 
in Mangalore, was similarly converted. An 
agreement was concluded for building a new 
hotel in a prestigious location in Jaipur. 
Mughal Sheraton in Agra was expanded to 
cater to the growing d«nand. Substantial in¬ 
vestments were made in re-equipping and 
idWbishing Weicomgroup Searock Sheraton 
in Bombay, in order to establish a stronger 
presence in a vital source market. The induc¬ 
tion of Sheraton services to Windsor Manor 
in Bangalore, Searock in Bombay and Park 
in Madras, all Weicomgroup properties, is 
a landmark development in terms of chain’s 
market strength. Ilie directors say the com¬ 
prehensive tourism policy annouiKxd during 
the year, which formally recognises tourism 
as a priority industry, qualifying for tlscal 
and oj^er incentives attributable to export 
oriented industries, is a milestone event. The 
future of the industry and Vfclcomgroup, in 
particular, is full of promise. 

Efforts towards adding on a major new 
dimension td the company's a^ivitks culmi¬ 
nated in the formation of the agribusinesses 
division in May 1988. The main activities of 
this division encompass production and 
distribution of high yielding cultivators with 
panicular emphasis on oil-seeds,-marketing 
of edible oi)s in bulk and consumer (racks 
and export of agricultural produce The 
company has received permii^on from the 


MRTP authorities to set up seed processing 
units, the First of which will be located at 
Kurnool in Andhra Pradesh. In a unique 
agreement with the University of North 
Dakota, US, which is one of the leading in¬ 
stitutions in the world for research and 
technology in agricultural crops, ITC has 
signed a co-operation agreement for the 
development of liigh yielding'varietim/ 
hybrid seeds pariicuarly of sunflower, 
safflower and rapessed/mustard. Exports of 
agricultrual precis have demonstrated 
significant (loteniial. k is anticipated that 
such exports will develop into a substantial 
business in the near future 

In the wake of the success of the Bukhara 
restaurant in New York, ITC International 
o|>encd a restaurant in Chicago in June this 
year. The initial response of the American 
public has been most encouraging. The com¬ 
pany has acquired an additional 64,260 
shares of S 1 each of ITC International 
through capitafisation of fees earned from 
operations up to December 31. 1987. 

SU NDARAM -CLAYTON 

Higher Profitability 

SUNDARAM-CLAYTON is diversifying its 
activities. Its wholly-owned suksidiary, TVS 
Whirl|xx>l proposess to implement a project 
in technical collaboration with Whirlpool 
Corporation, USA. for the manufacture of 
industrial laundering systems, industrial 
washing systems, industri^ cooking, dispen¬ 
sing ard disposing systems and other 
laundering, washing, cooking, dis|>«nsing 
and disposing systems at Pondicherry, for 
which it has got a letter of intent. The com¬ 
pany proposes to invest Rs 544.50 lakh in 
the equity capital of TVS Whirlpool. The 
foreign collaborator. Whirlpool Corporation, 
is also to invest an equal amount in the 
equity capital of TVS Whirlpool, for which 
go\«rnment of India has given its approval. 

The company has turn^ in encouraging 
working results for 1987-88 with gross pro¬ 
fit expanding from previous year's Rs 11.27 
crore to Rs 18.37 croie despite a drop in turn¬ 
over from Rs 107.31 crore to Rs 71.63 crore, 
reflecting an impressive increase in profit 
margins. Net profit has soared to Rs 12.06 
crore (Rs 6.41 crore). The duectws have 
commended a dividend of 25 per cent on the 
capital enlarged by issue of bonus shares in 
the (Hoportion of two shares for every three 
sham hdd. Last yew, the company had paid 
a dividend of 40 pa cent on tte old capital. 
The recommended dividend involving a 
higher pay-out it covered 5.08 timet as 
against' 2.80 times previously. 

The brakes division has started supitiy to 
the light commercial vdticlc sector during 
the yem. The commerciai vehicle industry, 
(lafticularly the medium and heavy duty 
vehicle sector, appears to have stabilised 
more or less at the previous year’s leveL The 

Ecooomk: 


market share of the division to the heavy 
duty vehicle sector has been maintained 
almost at the previous year’s level. The 
railway products division has registered an 
appreciable increase in sales. The division 
h« secured a Rs 150 lakh export order for 
the supply and installation of tokenless 
block signalling system for the Egyptian 
National Railways. The automation systems 
division has become operational and has 
started making commercial sates. 

IN THE CAPITAL MARKET 

Videocon Appliances 

VIDEOCON APPLIANCES is entering 
the capital market with a ‘public’ offer 
of 35 lakh equity shares of Rs 10 each for 
cash at par. Out of this, 3.25 lakh equity 
shares are offered on a preferential basis 
to the ‘employees’ of the corapany/pro- 
motor companies. 6.50 lakh shares are 
offered on a preferential basis to the 
shareholders of Videocon International. 
3.0 lakh shares arc offered on a preferen¬ 
tial basis to the Unit Trust of India. The 
remaining 22.25 lakh shares are being of¬ 
fered to the Indian public. 

This will partly finance the company's 
Rs 2,120 lakh project for the manufac¬ 
ture of programmable washing machines 
in technical collaboration with Mai- 
sushita Electric industrial Company of 
Japan. The plants is coming up at 
Chitegaon in Aurangabad district of 
Maharashtra and will have a capacity to 
manufacture 1.0 lakh automatic, single 
tub and 1.0 lakh semi-automatic, twin 
tub washing machines. The cost of plant 
and machinery is estimated at Rs 1,215.5 
lakh, the import content of which is 90.3 
per cent. The expenditure on technical 
know-how, foreign technicians and 
training of Indian tKhnicians abroad is 
Rs 37.50 lakh. Plastic injection moulds 
will be imported from AutovUion of 
Hongkong. Automatic coil winding 
machines and testing equipment has been 
ordered from Yamato of Jatian. Other 
machinery such as ultrasonic welding 
machines, profile (xrojector and moulds 
for ungle/twin tub vrili also be imported 
from Japan. Raw materials and com{)o- 
nems such as electronic motors, timers, 
comrol (ranels and a few other electronic 
parts of Matsushita s|)ecifications will be 
initially imported. * 

The sources of finance are share 
capital of Rs 650 lakh put of which pro- 
motors' contribution is Rs 300 lakh, 
rupee term loans of Rs 726 lakh from the 
financial institutions and banks, yen 
loans of Rs 594 lakh frmn the financial 
institutions, central sub^y of Rs 20 lakh 
and uAsecured loans from the promotorii 
of Rs 130 lakh. 

Ute issue opens on January 4«,]9|nk 

4 vtmeti 


2720 







p^HOyTOKWATlONAL AFFAIRS 


India and China: Ringing Out the Old 


GPD 


Beijing Review had not been allowed into India for years because 
it did not meet the high standards of 'friendliness' w expected 
from China. The ban was lifted on the eve of Rajiv Gandhi's visit 
to Beijing. The windows between the two countries are open 
again. But how long will they remain open? And then, the mere 
restoration of dialogue between the two countries cannot be a 
substitute for a well-formulated China policy. 


IN 1983 wc happened lo be in the 
Peoples’ Republic of China. A visit to 


Modern states are sensitive to what 
foreign states, journals or institutions 
may be saying about them. This is a fact 



No other Journal offers vou what 
fPM^does. 

The best of social science research 
here and abroad. Expert comments 
on national and intemationai 
economic developments. 

Perceptive Insights on socio- 


VV'.TV . V , , 

. 


.. 



poHMcal issues. Critical writing on 
people’s movements. 

Plus thoughtful commentary on 
industiy and business and the 
latest economic statistics. 

Whit not. Intra^ce your friends to 
. tMg^i^afoliibw' source of inquiry 
*and analysis? 



demonstrated the problems between 
India and China. The mutual distrust 
has been so overwhelming that in a 
country which lets in all kinds of pro¬ 
paganda from the west—-at timek anti- 
Indian—without much thought has had 
problems in allowing Beijing Review 
into India. There are any number of 
journals from any number of states 
around the globe which one can sub¬ 
scribe to sitting here Whether they are 
friendly to India or not has never mat¬ 
tered. ^t when it comes to China, high 
standards of friendship to India have 
bwn demanded. Aet/htg/fevfetH did not 
meet them. Consequent It has had to 
wait for the PM*s visit to China to get 
the octemal affairs ministry clearance. 


petty oainicu lui luiig pci luus 

of time. It does not occur to anyone 
that this is nothing short of irrational 
to let a journal remain banned for over 
a decade. 

One has to wait for Rajiv Gandhi’s 
visit to China to have that ban temoved. 
Imagine if our PM had not been so 
fond of foreign travel as Rajiv Gandhi 
happens to be. Just think how many 
more years it would have taken to see 
the Beijing Review in India. For once 
one must endorse Rajiv Gandhi’s 
foreign visit. Other things might or 
might not move between India and 
China as a consequence of his visit. The 
Beijing Review certainly would. We 
have come a long way from a time 


(1966) when a magazine in Delhi which 
had an import permit for Peopies' 
Daily was denied its right to receive the 
daily. The customs authority had come 
out with an unbeatable argument that 
the said magazine could not receive the 
Peoples’ Daily because the journal 
addressed to the magazine was called 
Ren Min Ri Sao—the Chinese words 
for the Peoples' Daily. The customs 
office had neither the necessary infor¬ 
mation nor the patience to know that! 
Anyway, However belatedly, the win¬ 
dows have been opened again. The 

move deserves welcome. 

• 

The other small item which featured 
in niir nan^s related to Jiang (Jing, the 
to Zedong and one of the 
ur. She was condemned to 
he punishment was not car- 
; was later changed to im- 
. She was made a martyr but 
noment the glories of mar- 
s denied to her. The latest 
ibout her says she has now 
id from the jail and shifted 
il. She is a patient of cancer 
<es it, is probably dying The 
olutionary decade is ‘a dead 
:ontempor8ry China. Deng 
rise to supremacy in China 
t a campaign against the 
evolution and virulent 
r the gang of four. Calling 
ig’ itself was a judgment. It 
tat Jiang Qing and her col- 
d little future. They were 
ne cannot be certain about 
levelled against them. One 
quite wary of the charges 
linst the defeated faction in 
state This was true of the 
ges against Liu Shaoqi and 
ping. Now it is true of the 
kiiuigcs against the gang itself. 

But then whatever be the nature of 
the charges against the gang, with Jiang 
dying, the final curtain is being rung on 
the cultural revolution. A phase in 
China’s history has ended never to 
return. What is jKuticulariy noticeable 
about the development is that nobody 
in urban CThina seems to be interested 
in the debate the cultural revolution 
tried to push to the centre In fact 
nobody is* interested in the counter¬ 
argument either. Decline of Jiang (^ng 
has meant decline among other things, 
of iedology in China. It is to be seen, 
if the impending death of Jiang CHng 
means the impending death, among 
other things, of ideology in China. 


December 24-91,1988 
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Th« Chin* trip 

Rajiv Gandhi is very fond of scoring 
new points. When in difficulty, Rajiv 
Gandhi’s strategy is, go abroad and if 
possible sign an accord. Following that 
principle. Rajiv Gandhi w'ith a for¬ 
midable team visited China from 
December 19 to December 23, for a full 
five days. The visit included the trip to 
the Great Wall, the Temple of Heaven 
in Beijing and the city of Xian the 
present-day capital of the Shaanxi pro¬ 
vince and one-time capital of China 
under Qin Shi Huang Di who was a 
contemporary of the Mauryas. fn terms 
of the political talks this meant Rajiv 
Gandhi conducting a senes of talks 
with his counterpart Li f^ng in addi¬ 
tion to the meetings with the president 
Of China Yang Shangkun and China’s 
aupremo Deng Xiaoping. The national 
press here and in China is -full of the 
Rajiv Gandhi visit to China. Pravda has 
'already put the visit in quite a class by 
itself. 

The euphoria regarding the Rajiv 
Gandhi visit is both justified and un¬ 
justified. It is justified when you take 
•into account that an Indian prime 
minister was going to China after thirty- 
four years. Jawaharlal Nehru was there 
in 1954. The last time that the Chinese 
premier came to India was not that long 
ago. Zhou Enlai was here in 1960. He 
went away angry and suljen. Rajiv 
Gandhi has come back happy. 

China and India not talking to each 
<Mher was an absurdity. Non-contact is 
one of the most primitive and counter¬ 
productive ways of handling adversary 
relations. This had to change. Rajiv 
Gandhi’s visit to China has done that. 
What is more, it has made it possible 
for many to say things which were 
taboo tiot so long ago. We know of a 
China expert who was invited to speak 
by the All India Radio, to participate 
in a discussion after a good two 
decades. The television, of course, still 
treats him as out of bounds. The 
government-sponsored seminars, of 
course, would still not touch him. 

While such official behaviour can be 
quite enjoyable and funny it never¬ 
theless speaks of a certain cold-war 
' psychology we seem to have built 
'• around China over the years. Rajiv 
. -Gandhi’s visit to China will hopefully 
.break that down, although K Natwar 
-Bingh's face still does not show smile. 
'Rut for Rajiv Gandhi's minister of state 
' for external affairs smiles do not come 
^easily; nor does interest in the world 
, cacept his own. The two countries have 
.' begun talking and one hopes that they 

f* 
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wilt keep at if. The goverhthent should 
try and evolve a China policy with a 
view to making the best of the oppor¬ 
tunity offered by the new opening. 

it is possible to argue that the visit 
has finally put an armed conflict bet- 
•weon India and China outside the realm 
of possibiliix. Ii may csen lead to bet¬ 
ter understanding between the two 
states. UltitnateK, no lasting arrange¬ 
ments in Asia and Pacific arc at all 
possible unless India and China are 
party to them. When Gorbachev called 
for a Moscow-New Delhi-Beijing under¬ 
standing in November he was merely 
mpeating Lenin’s understanding whereby 
Sino-Indian understanding or sitting 
together was crucial for a better, more 
pcareful and more progressive world. It 
would be debatable if we can speak in 
terms of Ixnin’s categories any longer 
particularly in view of the changes in 
China and the Soviet Union. Never¬ 
theless in power-terms these three states 
coming together can still generate some 
force. It might lead to some lasting 
arrangements in Europe. The condition, 
however, is that we have to evolve a 
China policy, an Asia policy and 
explore the ways of involving China in 
that perspective. 

If the euphoria over Rajiv Gandhi’s 
Beijing visit is justified for the above 
teasons, it is not so because in the main 
all that the visit can yield is still at the 
potential stage. This means that it may 
not yield the expected advantages after 
ail. The last lime we wrote In these col¬ 
umns on the subject, we had asked as 
to why the PM is going to China 
without a China policy. The question 
is still valid. It has to be posed time and 
again. Otherwise an unlikely Chinese 
concession going beyond the staus quo 
on the border would be looked upon as 
the only thing worth being called as a 
benefit. People have got to be taught 
that either the border dispute solution 
is not imminent or that while wc mark 
time for the same, normalisation of 
relations between the two states need 
not wait. 

China and India can move towards 
mutual co-operation with higher 
degrees of trust. The civil aviation 
agreement, the science and technology 
co-operation agreement might lead to 
warmer relations between the two. A 
concerted drive that these agreements 
do so is called for. Each country writing 
Satanic l^rses of the other will have to 
stop. Hopefully it will happen. Equally 
it might not happen either. With elec¬ 
tions due in twelve or so mtniths, the 
local and the Tibetan patriots tr^ng to 


cieate ’hationalist’ upsurge bn tlOt 
border cannot be ruled out. 

It’s a happy augury that one of the 
outcomes of the Rajiv Gandhi visit has 
been the commitment on the part of 
India and China that they will try and 
solve the border dispute within a speci¬ 
fied period of lime. While the settled 
border is not and can never be the suf¬ 
ficient condition of peaceful and co¬ 
operative relations between any two 
powers, it is nevertheless a necessary 
condition which nobody can avoid. 
This is the reason why new attitudes on 
the border problem have to emerge; 
otherwise whatever little the visit might 
have yielded can still be washed away. 

In other words the need for a rational 
China policy has grown rather than 
diminished because of this'visit. The 
next few years that India and China are 
going to use working towards the 
border settlement should also be used 
to work out a China and Asia policy in 
consultation with as broad a spectrum 
as possible. 

It is not difficult to work that out. 
What is needed is a political will and 
a certain tolerance to voices not often 
heard in the South Block or the Dooi- 
darshan house or the ICSSR offices. 
Problems do not get solved only by 
asserting our wish to solve them. It 
requires political will and preparation. 
The will has been demonstrated in the 
Rajiv Gandhi visit. The preparation is 
yet to be .seen. That’s why we said that 
the euphoria over the Rajiv Gandhi visit 
may not yet be justified. Moreover it is 
for Rajiv Gandhi and his government 
and the media controlled by them to 
prepare themselves and the Indian peo¬ 
ple for a new deal with China. Nehru 
was close to a settlement in 1960 but 
couln not or did not, if you will, push 
his way through. Indira Gandhi also 
missed some opportunities. Whether 
history will repeat itself again as a farce 
or as an opportunity depends upon how 
Rajiv Gandhi uses it and that, one must 
add, is more than what one can say at 
the present moment. I^et us wait and see 


Com'cliun 

‘3\tomen Are Good with Money: Earning 
and Managing in an Indonesian City’ by 
Hanna Papanek and Laurel Schwede 
Review of Women’s Studies, October 29, 
1988) is appearing in A Home Divided: 
Wjme/i and income in the Third W>rid 
edited by Daisy Dwyer and Judith Bruce 
(Stanford: Stanford University Press, 1988). 
A note to this effect was inadvertoitly omit¬ 
ted in the article as printed. The omission 
is regretted. Ed. 
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The ladliatt simmer of democracy in Pakistan, the town cynic will 
be keen to elaborate, is an act of indulgement on the part of the 
army brass and thar American backers; the moment their whims 
change, it will be once more a return to Pakistani normalcy, that 
is, the rdgn of martial law. Should not the starry-eyed ones be 
allowed equal time with the cynic though? 


THE season of celebrations, and yet, the 
town cynic, as is his wont, keeps lurking 
at the comer, he cannot be denied his say. 
Why forget her ethnic roots, Benazir 
Bhutto is the daught« of Sind, and knows 
the ins and outs of commercial transac¬ 
tions. Price tags, she knows, are price tags; 
she has to either pay up, or do without 
the object she covets. She has made her 
peace with the country’s nulitary estabUsh- 
ment, she has also got her credentials 
cleared with Fbggy Bottom, the foreign 
minister the Americans love to have in 
Pakistan continues as her foreign minister. 

Those envisaging a dramatic turn about 
in Pakistan’s domestic and external af¬ 
fairs, the cynic will suggest, should 
therefore re-do their sums. Democratic 
elections, whether held Under the aegis of 
the army or otherwise, are no wars of 
liberation. They can change the environ¬ 
ment, but only up to a point, and they do 
not change the system. If peace breaks out 
in Afghanistan, that would be because the 
Soviet authorities and the American ad¬ 
ministration have reached an understan¬ 
ding, not because a democratically 
established regime has formally taken 
charge in Pakistan. The defence services 
have their own way of looking at things; 
the social classes who dominate the 
bureaucracy, own the lush farm lands, 
control industry and trade, and preside 
over the heroin mafia have their points of 
view toa Benazir Hiutto has airndy gone 
on record: she is for recondliation with 
each and everyone. The expression is of 
course a euphemism; in case she wants to 
preside as the nation’s prime minister, she 
has to give in to the power brokers. This 
is the market reality. On her part, she has 
succeeded in establishing a particular 
pdnt, by drawing out the nation's women 
and hordes and hordes of the slum¬ 
dwelling poor. Those who regulate the 
system ate sagadous enough to see the 
pdnt and give her her due, She must 
however le^rocate: they are wUling to 
satisfy her; in her tum, she will have to 
satisfy diem. 

She has agreed ta The dout of the 
mUitary astabUshment remains unhn- 
pahed. The country's foreign ptdicy will, 
as in the past, be hugely accommodative 


of American susceptibilities. In view of 
her co-operation, the flow of American 
economic and military aid, she has no 
doubt been assured, will be maintained 
without hindrance or interruption. 

The Indian summer of democracy in 
Pakistan, the town cynic will be keen to 
elaborate, is therefore an act of indulge¬ 
ment on the part of the army brass and 
thdr American backers; the moment thdr 
whims change, it will be once more a 
return to Pakisuni normalcy, that is, the 
reign of martial law. Nothing lus happened 
in the course of the last few weeks to 
assume away the inviolability of the pat¬ 
tern established over the past thirty years. 
Elections in Pakistan at odd frequences 
are like intermissions during the screening 
of a Beigman film; the real alterruites with 
the surreal, and on occasion there is a 
crisis of identification, which is which. 

Should not the starry-eyed ones be 
allowed equal time with the cynic though? 
It would be foolish to question the ge¬ 
nuineness of the emotions the elections in 
November have unleashed in the neigh¬ 
bouring country. The wildly enthusiastic, 
gyrating swarms of people, the unbdieva- 
ble sight of women, many behind the 
burga, many defiantly flaunting their 
dupattas against the brightness of the 
blazing sun, exercising their vocal cords, 
the camival-like frenzy whidi seized the 
peasantry even as they flocked to greet 
their favourite politicians, the thrust and 
diarpness of the wit marking the campaign 
repartees and counter-repartees: each such 
experience was part of a whole, consti¬ 
tuting an inte^ted collage the un¬ 
mistakable signature of a living, kicking 
democracy. How does one get away from 
drawing a parallel with what obtained in 
India during February-March 1977 when 
Indira Gandhi decided to call for elec¬ 
tions, and, suddenly, with Jagjivan Ram’s 
famous ’defection', the dyke of inhibitions 
burst? Is there not therefore, scope here 
for an ineluctable conclusion: since 
basically they come from the same stock, 
much in the manner of Indians, Pakistanis 
too do not lifce to be sat upon? Democratic 
elections, while few and far between, 
piredde them with welcome whiffs of 
fteedom. They were not altogether sure 


last month how all this would eiul, 
whether the regime was going to honour 
the results of the poll. That nagging 
thought did not prevent them from enjoy¬ 
ing the hay fever the elections were. 
Whatever the circumstances hemming 
them in, ordinary men and women always 
incline towards democratic norms, and 
last month’s exercise in democratic choice, 
there is nc question, was a vastly popular 
affair n I^kistan. 

The town cynic will stick to his portion, 
lliat does not still establish the hj^thesis 
that the Pakistanis are in the lOidst of a 
right and proper national renaissance, so 
much so :h4i any attempt to clamp back 
the rule of the army would evoke tht 
fiercest resistance. Should there be a 
repetition of the old wives’ tale, the 
populace currently living it up in Karachi 
and Lahore and Pindi and Peshwar are 
unlikely to rise in revolt. Zulfiqar All 
Bhutto’s pledged crowd disappeared the 
moment he was removed from power. 
There were also few explicit expressions 
of anguish or anger when he was hanged. 
Had the daughter been denied what she 
legitimately considered her prerogative, 
the reaction this time too might not have 
been any different: the romantic followers 
would have cherished the memory of the 
few idyllic days of the poll campaign and 
of the cheering they participated in even 
as the results were announced; they would 
nonetheless have concluded that whatever 
will not be will not be; they would have 
felt a wrench in their heart that their 
princess charming could not be given her 
due, bui then peace, which is the concomi- 
unt of helplessness, would have soon 
descended. And such an eventuality need 
not be ruled out for the future either. In 
case either the US department of state or 
the army bosses are convinced that she is 
not toeing their line all the way. or that 
she is immature, or otherwise inconvenient 
for their purpose, they would not fumble 
for an alibi to remove her. and perhaps, 
when she is removed, apart from some 
stray incidents in Larkua, tranquillity 
would remain the order of the day in 
Pakistan. 

Does not this suggest, once again, a 
return to the theme of unity in diversity? 
The medieval psyche, which pervades 
most of northern India, is, after all, also 
the heritage of Pakistan: the citizenry are 
sad when a glamorous king or queen is 
forcibly ejected, but, since destiny is sup¬ 
posed to be pre-oidaincd, they accept with 
quiet submissiveness the new dynasty 
which instals itself. They would be happy 
if, somehow, the claims of the old royidty 
were restored and the usurpers taken care 
of, but, left to themselve.s, they would not 
take any initiative in the matter. Medieval 
mores have a certain fixity about them; 
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iojndty it tmifenMe and r»4nuufe^ 
the wtaner takes all, the loser is, now 

and then, rcmembeied, hot he has to de¬ 
pend on exogenous forces if he wants to 
le-eatablish his fief, even those who were 
earUer completely bowled ova by his 
diamu would not ordinarily bother to 
come forward to assist him. 

The town cynic win, at this stage, attain 
the peak of his eloquence. Why be bashful, 
why not mention that other outstanding 
attribute of medievalism, the triumph of 
the dynastic arrangement? The so-called 
stirring of democracy in Pakistan is not 
a passion of the pure category: it will be 
difficult to separate it from the proven 
amour for the Bhutto family. Why one 
family clicks and another docs not is a 
myst^ wrapped up in the penumbra of 
the accidents of history, but, still, there 
is no getting away from the fact that, even 
while the form is that of democratic elec¬ 
tions, the content is often something vastly 
different? Large dollops of the earlier cen¬ 
turies have been added to the ingredients 
of the late twentieth century, in Pakistan 
as much in India. [)emocratisation in 
Pakistan, even if that be deemed to be the 
emerging reality, would be very much 
a la Inda\ donocracy as ratified and guid¬ 
ed by a group of select families. The all 
too visible excitement in India over 
Benazir Bhutto’s ascensionr is on account 
of our discovering a familiar terrain, the 
Mdstanis are treading our beaten track, 
diey are thus providing us with both a vin¬ 
dication and an alibii Social scientists 
fond of capturing in a coherent frame the 
meandering ways of the historical process 
in oriental lands will have equal cause for 
satisfaction. The personality cult has been 
dispensed with nearer home, it does not 
go wen with the cosmopolitan modes of 
behaviour the new geiKration is laying so 
much stress on. it is, however, an alto¬ 
gether different proposition where Asiatic 
countries are concerned; the crucial role 
played by outstanding personalities—-and, 
by inference: by ouUtanding dVnastics—is 
«i irrevocable funaional correlate in such 
countries; it will be unsdentiflc to fly in 
the face of objective reality, or to ignore 
the impact of uneven soda!, economic, 
cultural and spatial development on 
human motivations. 

Both the cynic as well as the historidst, 
fonnily enough, thus agree on what they 
perceive to be the overwhelming signi¬ 
ficance of a particular phenomenon. Of 
course, their languages are different; one 
persoifs nihilism is another on^s creati¬ 
vity. So what is Wurth salvaging from the 
big do which has convulsed Pakistan 
during the past few weeks? Ignore for a 
moment the omnipresence of the ^nic, 
forget the fact that the social analyst is 


breathing down your neck;^<dtha or both, 
of them could be ri^t, eitber mr both of 
them could be horrendously wrong, but 
one fact still stands out. With Benazir 
Bhutto’s induction, the anti-feminist fim- 
damentalists have taken a beating. It coukt 
well be a temporary situation, history is 
however the compendium of several such 
temporary situations. It was being seriously 
suggested in that country tiH the other 
day titat a woman’s evidence carries a 
weightage in the judidai scale only one- 
half of what is attacliable to the evidence 
of a male person. Perhaps there were few 
true believers of tins absurd command; a 
datum is still a datum, it was offidally 
given cognisance of, it was sanctified 
the system. The same system has now 
recondied itself to having a woman as the 
nation’s flrst minister. 

The other questions will remain. Even 
so, there is cause for celdnation over at 
least this most amazing development in 
Pakisun. The Indian mind, soaked in 
Hindu imagery, is accustomed to the con¬ 
cept of all-conquering, all-destroying god- 
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desses. there lHI^ tkwrelW, Sewf m 
casion of a crisb arising over the pidblem 
of gender. The acculturisation has now 
spread to Pakistan. The launching of 
democracy over there could be an cm- 
pbemeral phenomenon, the .practice of 
democracy .mi^t be vitiated by vagaries 
of a dynastic arrangement so typical of 
the medieval era. but the assertion of the 
fact that a woman has as much right to 
occupy the same august, strat^ic; pivotal 
poations as a man is bound to legve the 
imprimatur of a message on the psyche 
of the dumb masses which will be 
awesomely difficult to obliterate in any 
subsequent period. Boiazir Bhutto may 
not last, or she m^ last, but turn out to 
be a tyrannous ruler; she would still have 
established the point thu a women has as 
much right to be a tyrannous ruler as a 
man has. Given the context of events and 
episodes taking place in Pakistan—and in 
large parts of the Middle East—in recent 
times, this is a revolutionary transforma¬ 
tion. The town cynic should yield the 
floor, and with grace. 


Non-Solvent Foreign Policy of an 
Insolvent Nation 

Deena KhatkhMe 

For a solvent fordgn policy you require a sol^t economy and, 
unfortunately for the US, solvency is^ not a function merely of 
absolute economic growth; it is growth relfhive to that of other 
nations that determines the paramefers of power. 


THERE was a movie released some 
months ago with a film within a fibn. Tlw 
characters on screen easily move out of it 
and into the audience to fHck up a pretty 
girl and to kidiiap her and carry her back 
onto the screen. It was surrealism par er- 
cdlence. But here in America surrealism 
has become realism with an actor becom¬ 
ing a teflon president. He has draped the 
entire nation in teflon. People have been 
really wheedled into bdieving that they 
have become richer, that unemployment 
has been banished, inflation tethered and 
the Russians tamed. AD this poor Carter 
could not do with all his intelligence and 
idealism. Instead he had the lack of tact 

to tell the nation that Americas affiktitais 

were deep-rooted; that America had 
become a small poiwer, with aU iu 
B-bombers and tedinologitalty advanced 
defence information network. Carter then 

warned his people that in wder to redem 

themselves th^ hiwe to do something 
which is "the moral equivalent of war". 


Now what happened to Carter is history. 
He lost his presidency for forewarning the 
nation that its resources no longer mat¬ 
ched ite ambitions. The society at large, 
reared on affluence and power, could not 
countenance the talk of being a small na¬ 
tion. Americans felt humiliated. Who dare 
say that America is not tall? And then 
followed an actor in the make-up of a 
valiant hero: a strong leader who could 
bridle his followers in a resonant vtrice 
that he would make America taU again. 
But the prosperity you see todiy is bo^ 
rowed from tomanow. Ca^talis obnsum- 
ed, post-dated cheques an issued bn tte 
ftiture, saving has dwindled totbe Iqwik 
level in America’s entire Mslory..Pot the 
living standards are propped up by tiia 
suction of foreign savings—see thehagn 
budget deficit and the matching foreigD 
account deficit. With such hotwndoas 
deficits, how ran America prdmai; ydu 
may ask. But you ought to know the 
grammatical law that two negithws add 
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I# to one posidvK IWo deflche haw ocmi' 
biiMd to Moat Americefs foreign diM. The 
nation during Heagan’s eight years of 
prosperity was turned into a trillion dollar 
dd>tor from a net creditor before. 

This state of the economy should have 
sobered the country's political parties and 
the presidential cancUdates. Instead, we 
are told: Did not Reagan bring the 
Russians to knees by being tough with 
them? Did not lining up the Pershings in 
Europe scare the daylights out of the 
Soviets? Was it not Reagan’s foreign 
policy which drove the Russians out of 
Afghanistan or brought them to the 
negotiating table for the INF treaty? 

Give Gorbachev his due. He has realised 
that a proper balance is requited between 
the economic strength and military power 
and he is hell-bent on restoring that 
balance. Hence his non-combative 
postures in foreign policy. Reagan may 
boast of his strong foreign policy but not 
for taming Soviets, not for terminating the 
Iran-Iraq war. Russians had their own 
logic and Iran-Iraq were bled white by the 
war lasting for nine years. The only jewel 
Reagan can place on his crown is the in¬ 
vasion of Grenada—a small, impoverish¬ 
ed and defenceless country with one hun¬ 
dred and ten thousand people. Grenada 
provided the elixir to the ageing president 
to recapture a bit of his faded youth, the 
same way as the Falkland war—over that 
little island—became a source of sex- 
transmuting drug to prime minister 
Margaret Thatdier to prove her manhood. 

It is futile to expect the president of a 
nation without history to learn any lessons 
from history. Paul Kennedy whose book 
is making waves tried to knock some sense 
into madmen with a lust for power ly tell¬ 
ing them how the “imperial outstretch’— 
overcommitment to massive military 
spending—leads to decay of the domestic 
economy. America is no longer that 
economically strong. Its share in global 
GDP has declined from SO per cent to 22 
per cent in the recent past. With iu capital 
almo^ consumed and the crushing foreign 
debt overhang, America catmot afford to 
dream imperially any more: That philo¬ 
sopher atui visionary amongst jourrialists, 
Wilter Lippmman, had warned in the 
1960s that “the sutesman of a strong 
country may balance its commitments at 
a higher levri or a lower level but he must 
bdng his ends and means into balance. If 
he does not, he will follow a course that 
will lead to disastoi’ 

Uppmman was ignored then; now h^- 
almoiU set^ to have been forgotten. But 
' na Tte einergenoe of a solvency school 
far^iied by thg work of Paul Kennedy and 
Chase; e^r of Ibnipi Affeirs, has 
nitnrncud Linndinan’s message with 
evOi-giaitter vlfMir and a sense of history: 


For a solvent foreign policy, yoti.Mquiie 
a solvent economy. Ifot solvency is not 
merely a function of absolute economic 
growth; it is growth relative to that of 
other nations which determines the para¬ 
meters of power. Now Europe and Japan 
have emerged as places of economic 
strength and America or Russia, with their 
economies in disarray, cannot dream of 
imperial designs without being able to 
restore that balance between economic 
means and military commitments. 

Clark Clifford, a former defence sec¬ 
retary who during the Ihiman presiden¬ 
cy help^ to devise a odd war strata, has 
recognised that “this preoccupation with 
communism has led us to permit our 
country to decline. There has been a false 
psychology that all we were doing was 
standing tall. But each year our country 
was weakening!’ George Kennan, the 
erstwhile architect of a policy of contain¬ 
ment of Soviet Russia, has realised that 
"we are mired in the fixations of the 
period of 3S years ago, whereas life has 
moved on". George Ball, a former 
Kennedy aide who was a strong advocate 
of strategic bombing, turns his back on 
a policy that solves the problem within a 
framework of cold war and denounces 
those who “have fallen into the habits of 
the past and don’t know how to extricate 
themselves”. 

But the notion that an insolvent nation 
cannot espouse a non-solvent foreign 
policy has not washed well with the men 
who ate seeking the leadetriiip of America. 
Their ignorance of Russia and the 
Gorbachev phenomenon is simply pheno¬ 
menal They are measuring lito by the 
standards of his predecessors and accor¬ 
dingly basing their foreign poUcy on false 
premises, taking credit for Imaginary and 
phony adiievements. Here again, they 
ignore Linnniium’s warning, "we shall be 
repeating the supreme error of powerful 
states, which think that power is a substi¬ 
tute for diplomacy, and that absolute 
power gives absolute security”. In the pro¬ 
cess, they have shoved into the limbo the 
serious economic problems, a solution to 


which could ensure a solvent foreign 
policy in the long run. 

Can we in India not learn horn the 
American exercise in futility-to design a 
non-solvoit foreign policy with an insol- ’ 
vent economy? We may flex our muscles 
and gobble up Sikkim; we may bully a 
puny Sri Lanka with fiRy thousand 
soldiers and tanks and bombers; we may 
have visions of becoming a great legional 
power. But who should do the sums? with 
a measly rete of growth over the years, one 
of the lowest per capita incomes, 40 per 
cent of the population groveffing in 
misery, India speiids 7 per cent of its GDP 
and about ^ per cent of the central 
budge-i for the vainglory of being a 
regional superpower. Why beconwainb- 
phet of gloom and doom, you might ask. 
Have we not increased per capita income 
over the last forty years ato indqien- 
doice? Look at our food output which 
has increased eleven to twelve times. And 
industrial output with all its dbrnsity and 
sophistication. But what matters for an 
imperial vision of your being is not ab¬ 
solute growth but growth in relation to 
what others are aclueving. But some 
Indian Lippmman would teU our govern¬ 
ment one day that absolute power does 
not ensure absolute security. 

lb whom is all this being addressed? 
Not to die politicians who are omniscient, 
not to their advisors who are alter egos 
of their masters, not to the electorates 
whose passions am whipped up so that 
they can have a free ride to the nevcr<never 
world of affluence. Ibt one hopes that 
those who are young enough to be voters, 
the generation yet to be bom and the emn- 
placent many like us would come into a 
political arena to s^ that enough it 
enough. They may leara from Shelley’s 
travel, fnan an antique land who mut^‘ 

IWo vut and trunkless legs of stone stand 
in the dcMrt 

My name it ozymandias, king of kings. 

Look on my work, ye Mighty, and despair 

Nothing besidM temains. 

Round the decay of the eolotsal wnek, 
boundlcst and hare 

The lone and level sands stretch fu away. 
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A Dialectic of Oppression 

DN 

The nimaees of the anti-caste struggle cannot just be derived from 
(modem) dass categories. Nor can the question of gender (or 
netUmaBty far that matter) be derived from class. What this 
means is that each of these forms of social existence has to be 
studied both in its particularity and in its rdmion to the others. 


OF late ■ number of Naxalite groups,have 
been leiraildni their attitudes to probiems 
of caster nadbnality and gender. In Bihar, 
for instance; it is now commonplace for 
these groups to talk of taking into account 
not <^y dau but also caste; though the 
manner of inteiacthm of the two may be 
analysed quho diffetcntly by the various 
groiq)s..In both analysis and practice there 
are definite signs of change in what till 
recently chaicterised the Manitt approach 
to Indian society. At the same time if the 
proadtes are to begenuinecontributioiis to 
a Matxitt analysis of Indian society, and 
thus hdp guide the path of the peopIc^s 
movement, it is necessary that they be viewed 
critically in terms of .a dialectic^ method. 

/In a pidiminary mdnner it should be 
pointed ouit that nmie of the Nasalite groups 
have so far even attempted to integrate tte 
varimis aspects of caste; nation^ty and 
gender into.a whole. As a lesuh, so for, these 
social catches have at best been just hi- 
ddental to that of dess, consequently thie 
real social edttence of these categories in 
their intereonnectioa is missed out. For in¬ 
stance; there is no point in acknowledgiiig 
the adstence of caste and caste oppression, 
if its implications for the agrarian struggie 
in Bihar are not wraked out. 

Hie nuances of the anti-caste struggle 
cannot just be derived from (modern) class 
categories. Nor can the question of gender 
(or nationality for that matter) be derived 
from dam. What thie means is that each of 
thcaa fcwqa Qf social cnistenoc has to be 
studied bodi in its particularity and in its 
-relation to the others. Only then will we be 
tibieto gnqp the whole; which alone is the 
truth. 

In order to sae the probUms in rclatisw 

gle in BBiar it would be usefol to anahfss the 
varied w n cti ona to last year's incident at 
rinlelfhamqihandaafoenalanegroupof 
b nc k w n rd easte and DaHt persons attaAed 
a Bdipnt hasti and killed a number of 
Xqip^ mt only laailloids hot alto others 
h s rl ud fo g women and children. Though re- 
ost evsamin Ishanahml have brought up 
vitelqnestinne with isgairi to the state of the 
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seen the practical applkatkm of diflerem ap¬ 
proaches to the stiu^ against landlordism 
and the caste system. 

The parties of the ruling classes, like the 
Congress and Janata, preitictably came out 
with condemnations of the incident and pro¬ 
mised or demaiuied stem action agairut the 
^culprits’. But more impen^t than thdr 
predictable outrage was their teal shock at 
the incident--it was difficult to think of 
Ijackward caste and Dalit persons getting up 
nough courage to attack a basti of Rgiputs, 
the landloid caste of tire area. So used has 
everybody become to attacks on Dalit bastis 
that an attack on a Rajput basti came like 
a brdt out of the blue. Not just an 'annihila¬ 
tion* of an upper caste landlord, which, car¬ 
ried out by « handful of ‘heroes*, has been 
a fairly frequent occurrence in Bihar, but a 
mass attack on an upper caste basti—that 
was something difficult to rnsualise in a 
Bihar dominated by upper caste landfords. 

More interesting than the eapected outrage 
of the parties of the riding class were the 
reactions of the various Naxalite groups in 
tohat. Leaders of the IPFand KafluSaiiyal*t 
CX>I-ML were quick to visit the area and de¬ 
nounce the backward castes and Dalits fOT 


the incident. Nagatdiushan Patnaik. chair¬ 
person of the IPF, went so far as to threaten 
to teach the MCX! (which had been organis¬ 
ing the peasants and agricidtuial labourers 
in the area) a lesson. The Party Unity group 
and the Jharkhand Regional Committee of 
the PCC also came out with belated con- 
demiutions. In this general atmoshpere of 
condemnation, only a section of the Bdiar 
State Committee of PCC came out with a 
defence of the backward castes and DaUts, 
pointing out that there were bound to be 
‘excesses’ in the process of correcting 
ancient, historical wrongs. 

The Naxalite groups in Bihar have gene¬ 
rally been identified as the champions of the 
oppremed castes, more particularly of the 
the Dalits. Why then did they generally, with 
one solitary exception, come out in this in¬ 
cident on the same tide as the parties of the 
ruling classes? Orre aspect of this stud it 
the foilure to appreciate the ruthlessneas of 
the dass struggle: At a result, there is a world 
of difference between standing on the ride 
of the oppressed, while critidring the ex¬ 
cesses, and stan^ng on the ride of the 
oppressors, in Older to condemn the oppress¬ 
ed. Recognising the ruthlessness of the clam 
struggle, does not in any way mean making 
it a policy to be indiscriminate, but acc^ 
ting that the people will exceed ‘proper 
limits’ in righting ancient wrongs. 

Hiere is yet another aspect to the suutd 
taken by these Naxalite groups, an aspect 
rdated to the method of analysis used in 
common by all these groups. As mentioned 
earher, it is now commonplace to talk of the 
caste oppression of the lower castes. The 
analysis of this oppression has not been 
related to the baric question of clam 
exploitation. There is no mediation, no 
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.modlfiettionof the proceswt. But, besides 
admowlediiiig the ensteace of caste oppres- 
•km, H is nepsssary to confront one more 
question: are there oppressor castes? 

In aopwcriAg this question, it is not 
enough to accept that there are privileged 
castes. Wh have to go further. In the 
tnimerotts instances of denial of temple en¬ 
try, access to drinking water; or other piac- 
tliM of untoiichability and caste oppression, 
'..dp not non-ruling members of tire upper. 

' privileged castes participate? And is thar 
[participation in these acts of oppression not 
- merely as hthBits, as hired hands of the 
Jgndloidt. but because the continuance of 
Caste cqrpression is necessary for the main¬ 
tenance of caste privileges? Privilege for the 
upper castes includes the prAsibility of 
engaging (exploiting) bonded farm hands 
; (iMwoto), who are kept in their place as 
bonded labourers by not just debt, but also 
caste oppression. Privil^ for the upper 
castm and oppression of the lower castes 
form a unity, ate the tVro opposed aspects 
of the caste system. The one cannot exist 
' without the other. Oppressed castes cannot 
mist without caste differences. Difference is 
qn^ another word for contradiction. Which 
it to say, oppressed castes and oppressor 
castes exist in a unity that can only be 
dissolved by aiding (superseding) the caste 
system. 

Does the existence of oppressor castes 
mean that ail membas of the opperessor 
dastes (induding the workers and otha non- 
ruling sections) should be made taigas of 
attack by the democratic movement? The 
aim of the democratic movement should 
always be to isolate the ruling sections jhom 
Otha sections of the oppressor castes. But 
wbetlrer or not sudi isolation will in faa mke 
place depends on the extent of democratic 
consciousness among these seaions of the 
oppressor caste, i c; on the extent to which 
tl^ recognise and rejea their role as 
members of the oppressor castes. Without 
recognising and lejeding the privileges of 
the upper castes, we cannot expea that the 
workers and otha non-ruling sections of the 
oppressor castes will play a democratic role. 

From the above, it can be concluded that 
it is the liboal approach of seeming to take 
account of caste oppression while refusing 
to acknowledge the existence of oppressor 
cutes that it at the root of the stand taken 
by most of the Naxalite groups opposing the 
badeward castes arxi Dalits in the Daldchak- 
Baghaoda incident. Such liberalism seenu 
to maintain a balance baween the oppressed 
and the oppressor but finally ends up on the 
side of reaction, opposing the oppressed. 

The above analysis brings out two impor¬ 
tant upects of dialectics: that it is necessary 
to study the particularity of the form of 
motion of the process being studied (cute 
oppression, in this case), and that tire cx- 
' istence of one upea of a-contradiction 
necessarily presupposu the existence of the 
. otha aspedfoppimsed castes exut in a unity 
with oppressor cutes). Thue (methodolo- 
. gkaO considaatlons caruiot, of course be 
used to deduce (in a self-generating move¬ 
ment of ideu) pairs of opposed cimcepts: 


but tb^ara uscntial guktes to Investigadag 
different forms of oppresdon and eiq^ita- 
tion. For instance; though the monogatnou 
family may be the form of the family most 
suited to the existence and jpropagadon of 
private propaty, the form of motfon of the 
family cannot deduced firom the form of 
motion of propaty. Or, if there eiists a 
dominated/oppressed/exploited gender 
(woman), can that be to without a corres¬ 
ponding, opposed, dominating/oppiessing/ 
exploiting gender (man)? 

The same mahodological consideratiou 
can be adopted in investigating the vexed na¬ 
tional quution in India. There is little 
difference among those claiming to um the 
Marxist mahod in identifying the existence 
of some forms of natioiul oppression, dif¬ 
ference discrimination, and 'so on. But u 
difference is contradiction and discrimina¬ 
tion against some (oppressed imtionalities 


or minority communtto) mu A mean diacii- 
mination in favour of others, can there be 
oppressed natkmt/rudoiwlitia In IndBa 
without the sfanuhaneous existence of an op¬ 
posed, oppigMoi; natkmAwtkmallty? Tlfo 
leads to the specific question: is the Hindi 
natiiMi/nationality an oppressor nation/na- 
donality? (h-f do we have the peculiw situa¬ 
tion, according to the parliamentary left 
(CPI a^ CPM) of national pioUsnss with¬ 
out natfonal oiqnestion; problfins flowing 
(dedudble) merely from the forms of elau 
cxidoitationpf the ruling dassu? Questions 
of both the existence of differeru forms of 
motion of social processes and of the 
necessary existence of the two aspects of a 
contradi^on only u paired oppositu (op¬ 
pressed and oppressre nations), are invrdved 
here. These considerations, of course, can 
only guide social invutigatioh, and not 
substitute for such investigation. 


Import Liberalisation and 

Engineering Industry 

Some Issues of Short-Term Adjustment 

Mumli Fatibandla 

In a dewloping country like India, where market imperfections are 
pronounced, the short-term costs of adjustment to import 
competition are generally very high, especially for small-scale 
industries. A look at some engineering industries. 


INDIA’S engincenng industry wu established 
in further.ince of the objeaive of import 
substitution. Import substitution on final 
engineaing produas has been made possi¬ 
ble by allowing restrictive imports of certain 
type of capital goods and intermediates and 
by keeping final produas heavily protected 
from imports. On and off, especially in 
recent times, imports of interm^iates and 
capital goods have been liberalised as part 
of a sa of objeaives like upgrading tech¬ 
nology, improving efficioicy and compai- 
tive conditions and promoting aports, etc 
Such import liberalisation has both short 
and long term struauial implications in 
terms of decline of monopolies, exit of 
Firms, elimination of domestic produaion 
of certtin produas, improvements in allo¬ 
cative and technical efficiency and increase 
(or decrease) in exports, etc This note brings 
out some issues of short-term adjustments 
in the engineering industries. 

I 

It is well known that import subAitution 
strat^ies usuaUy result in wide variations 
ineffective rates of protection (ERPs) across 
industries. 'Quiffs on capital and inta- 
mediate goods tend to be Iowa thab those 
on flnal products, imulting in large positive 
subsidies on final production. Since the rate 
of proflti and laurns ate generally higba 
in industries characterised I 9 higha ERFi, 

Booiiaiiiip 


these industries draw large amounts of the 
country’s resources. A study by the Asian 
Development Bank' shows that the struc¬ 
ture of ERPs in ASEAN countries seems to 
have benefited large finiis more than small 
and medium (S and M) firms. Large ffriria 
generally tend to concentrate in induAries 
with relirtively higha ERPs, while small and 
medium firms ctMicentrate in industries with 
relatively low or negative ERPs. This could 
be the case of several Indian engineering 
industries: 

The important aspea of sevend enginea¬ 
ing Industries is the inta-dependcnce of 
large and small and medium Fums due to 
vertical disintegration of production pro- 
cases through andUarisation and sub¬ 
contracting. ^r example in industria like 
automobilre and bicyda and their parts, a 
few large Arms concentrate on the produc¬ 
tion of Anal produas (with higha ERPs), 
while a large numba of small and medium 
Arms concentrate on the production of oom- 
ponents and intermediiua (with Iowa 
ERPs) fa the large Arms. In case ol the 
Indian automobile industry, the ERPs shown 
by an ICICI study* for shows 

positive ERPs of 8.3 on domestic saks (and 
29.2 on eqrorts) for commercial vdrida and 
negative ERPs of -15.6 on domcAie latei 
(and -22 on exportt) for the auto.ancO- 
larles. Hiis.Aiows that the large flnal pAx-' 
dua manufacpiiOr there Ihr Iowa iini^ 
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fflanufitctu^n. 

Secondly, due lb the existing policy fcginie 
and marktt structure, the flnal product in¬ 
dustries am generally characterised by strong 
entry barriers, givi^ a certain amount of 
^mopopoly power to the large final product 
manufacturers. On the other hand, the com¬ 
ponent industries, crowded by lar^ number 
of small and medium firms are characterised 
by severe competitive conditions. The |»o- 
duction of several intermediate products is 
reserved cxduslvdy for small scale industries 
(SSI). The reservation and fiscal incentive 
polk^ towards the SSI makes entry into the 
component Htdustries easier for small firms. 
This has lead in industries like automobiles 
and bicycles, etc, to the existence of a large 
number of small component manufacturers 
producing intermediates for a few large flnal 
product manufacturers. As a consequence, 
the smrdl component producers face high 
competition in selling their products to a few 
buyers, giving a degree of monopsony power 
to the flnal product manufacturers^’ 

II 

The above basic characterstic of the 
mariiet structure of some of the engineering 
industries shows that generally the large final 
product manufacturers face lower competi¬ 
tion within the domestic market and also 
from imports than the small and medium 
firms pr^ucing intermediates (under lower 
ERPs) for the large Further import libera¬ 
lisation of the intermediates would have im¬ 
portant short-term implications on both the 
final and intermediate ptodua industries. 

Such import liberaliration might increase 
the monopoly distortions in the iruiustry in¬ 
stead of reducing them. A previous paper 
by the present author shows that firm-lwei 
imports and consumption of components, 
stores and spares would inaease domestic 
profitability. This coidd be due to the nature 
of ihe domestic market in which there is a 
pimnia on imports and higher consumer 
preference for producu with higher content 
of imported ihputs and components. So in 
the short run, increated access to imported 
components to the (large) flnal p^uct 
manufacturers might enable them to reap 
higher monopoly ptoflts.^ Secondly, the 
import liberalisation of interroediatea would 
ftarther reduce the'(low) bargaining power 
of the large numb« of small component 
manufacturers, who are dependent on the 
few large firms for markets and at a result 
would inoease the memopsony ftwm of the 
final product raamifaeturert. The increased 
modopsmiy power of the fitul product 
mamifBcturers enables them to pass on the 
burdoi and lotMi of market fluctuations, 
etn to the ancUlary and tub-contracting 
Arms more effeciivelyt* 

As for the components industr/, which it 
chiuaeterised by severe competitive condi- 
tiodt (and laiH» ERF^ Inqwrt bbetallsation 
of Infermie^es woi^ result in very higii 
cotts #ire|jifetment in treins of excess and 


under-utilised capacities* and eventud exit 
of several firms from the industry, if the 
domestic industry has no comparative ad¬ 
vantage in relation to imports, import 
liberaUsation would emasculate domestic in¬ 
dustry sObstantially in the short run. On the 
other hand, if the domestic industry has 
potential comparative advantage import 
competition may lead to structural improve¬ 
ments in domestic production in terms of 
optimal factor proportions and techniques 
of production by the remaining firms (in the 
long run). Hiis might eventually result in in¬ 
creased exports of intermediates by the an- 
ciilary firms in order to counter the monop¬ 
sony power of the few large final product 
manufacturers. But this is more of a possi¬ 
ble long-run rather than short-term 
adjustment. 

Although import liberalisation of inter¬ 
mediates is supposed to increase exports of 
final products by improving cost and quality 
conditions, it might be counter-inoductive 
to exports in the short fun. It has bnn 
observed for the engineering industry that 
firm level exports are negatively related to 
firm level imports of components, spares 
and stores.’ As mentioned earlier, inciea-sed 
access to imports to the final product manu¬ 
facturers might increase their domestic pro¬ 
fitability (versus export profitability) and 
consequently reduce their export orientation 
in the short run. 

As far as the technology upgradation ef¬ 
fect of import competition is concerned, it 
would dep^ on the inter-firm linkages bet¬ 


ween the fitul and the intermediate manu¬ 
facturers. Strong and effective inter-firm 
linkages in terms of financial and technical 
support ftom\he large firms to the ancillary 
firms nught enreiie the component muiufac- 
turers to upgrade the technology and quidi- 
ty to international levels in a shorter p^od 
than otherwise 

In a developing country like India, where 
market imperfections are very strong, the 
short-term costs of adjustment to import 
competition are genmally very high, eqiecial- 
ly for small-scale, industries. This is due to 
low mobility of factors of production across 
industries arid also due to high costs of 
capital. In the scenario that is discussed in 
this note, where final production is domi¬ 
nated by a few large firms under higher rates 
of protection and component production by 
a large number of small and medium firms 
under lower rates of protection, the possi¬ 
ble benefits of import liberalisation of the 
intermediates may be realised in the long- 
run only by improving the competitive con¬ 
ditions in the fitul product industries and 
also by improving the inter-firm linkages 
between the final and intermediate manu¬ 
facturers. 

Notes 

1 M Bruch and Hiemen Z Iflrick, 'Small and 
Medium Scale Manufacturing 
Establishments in Asian Coumiies: Perqiec- 
tives and Policy Issues’, Report No 9, 
Economics Office Report Scries, Asian 
Development Bank. January 19S3. 

APPOINTMENTS 


Winted by a Social Development Organisation 
Based in Orissa 

Frajcct Coordinaton Persons below 45 years from either sex. with vast 
erperiences in development work, administration/finance control etc. to hold 
multi-purpose social development project. Experiences in intesrated urban 
developrnent prosramme will be an advantase. 

As the head of the proj«a he/lshe is to coordinate, motivate, provide leader¬ 
ship and direction to more than 30 to 50 staff comprisins of senior, middle 
and Md level functionaries. 

Fraiect OMoen Post Graduate in Social Sciences havins adequate experience 
in community development field wanted tor sexial development project 
appraisal, monitoring and evaluation. The pb requires adequate flairAkills 
of report writing etc. and involves substantial travel. 

P r ogr am me Associate: Vbung energetic and enthusiast persons with 
adequate erpertence in or^riising training programmes on Human Resource 
Development <HRD). A degree in Behavioural Science/Social Sciences or 
Atanagement or equivalent preferred. 

Ail the positions carry suitat^ remuneration package. All applicants 
need to have motivation and commitment to work for the deprived 
and disadvanta^ communities. Instant applications are called for 
. with a total RESUME indicatir^ complete professional particulars 
accompanfed by one page note mentioning your inclination to serve 
in the social development/voluntary sector. 

Please write to Iok Na 10S, ■hubanciwar 751 001. 



2 rcICI. ‘Export Mbnnanoe of laaFinan* 
cial Companies; 1972-79 to 198041’,' I98S. 

3 M Ritibandia, 'Role of Laiie and Small 
Finns in India’s Engineefing Exports’, BPW, 
Review of Industry and Management, 
May 22, 1922. Also, 'Firm Size and Export 
Bdtaviour: A Study of the Indian Enpneer- 
Ing Industiy’, Discussion Paper No 43, 
ICRIER, New Delhi, 1987. 

4 Ibkt. 


FROM the forties up to the mid-sixties 
Samar Sen (1916-87) was known as one of 
the big five of modem Bengali poetry, poets 
who established themselves overcoming the 
all pervading influence of Rabindranath 
IhgOK. He was also the youngest of them. 
It it interesting to note that all the five poets 
were students of English language and 
literature. Except Sudhindranath Dutta, the 
other four, Buddhadev Bose, Bishnu Oey, 
Jibanananda Das and Samar Sen, taught 
English in colleges. Except Jibanananda 
Das, the others were very urbane in tempera¬ 
ment, and considered elitist. It should also 
be noted that they never had a very wide 
readership. Jibanananda was perhaps the 
most popular poet among them. The other 
outstanding Bengali poet of the time was 
Piemendra Mitra. He and Buddhadev Bose 
were the joint editors of the famous poetry 
magazine Kahita. Samar Sen was the 
associate editor. When Piemendra Mitra left 
Kabita, Samar Sen became the joint editor. 
For a time, this literary journal was the 
mouthpiece of the most modern and elitist 
Bengali poets. 

In the thirties and forties, modem Bengali 
poetry was signiflcantly influenced by. two 
English poets, T S Eliot and Ezra Pound. 
Amalendu Das Gupta, a contemporary jour¬ 
nalist, in a recent article has observed, “by 
the fhid-thirties Pound and Elliot had 
become fairly well established in Bengali 
literary and intellectual discourse More im¬ 
portant, they had begun to influence some 
young poets of the time, especially Bishnu 
Dey and Samar Sen!’ Interestingly, these 
two Bengali poets were also known to be 
Marxists. 

The Progressive V^iters Association was 
organised in Bengal in 1936. However, the 
word progressive, particularly in connection 
with literature, did not convey the same 
meaning to all. Dhurjatiprasad Mukherjee 
and Bhupendranatb Dutta, two known 
Marxist authors, wrote two articles deflning 
progressive literature. In 1937, Dhurjati¬ 
prasad did not consider Samar Sen a pro- 


3 R Nagraj, ‘Sub-Contractfng in Indian 
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Evidence and Issues’ Economic and Mtkd 
mekfy. 
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gressive poet. He wrote; "my conclusion 
about Samar Sen is that he is a comparative¬ 
ly modern poet without being progressive'’ 
He even did not think Samar Sen “truly 
creativtf’ but considered him to be “a poet 
of a particular genre”. Jibanananda Das, 
comparing Sudhinliraiwth Dutt’s Utpakhi 
with Samar Sen’s Nagarik, two remarkable 
poems by these eminent poets, considered 
the latter to be memorable poetic statements 
and the former, true poetry. It appears that 
Jibanananda also did not consider Samar 
Sen to be a creative poet, Buddhadev Bose 
was an admirer of Samar Sen but considered 
Bishnu Dey more ‘gifted’. Samar Sen in an 
interview in 1984 said that he liked some of 
Jibanananda’s poems like Lash Kola Ghan 
but refused to comment on his poetry in 
general. It may be noted that both Sudhin¬ 
dranath and Samar Sen stopped writing 
poetry by the late forties. 

Marxist debate on liteimure was enriched 
with the publication of Samar Sen’s essay 
entitled ‘In Defence of Decadents’ in 1939. 
Samar Sen began his article with a discus¬ 
sion of the conceptual problem the word 
‘piogressivcf poses. He writes, "It is rathw 
easy to talk about our belief in progress with 
referoice to past history. But the moment 
we come to consider the present, to define 
the meuiing of the progressive movenient in 
literature, we seem to be in a melting pot, 
and confused voices of lamentation, denun¬ 
ciation and warning strilw the ear. The 
modern Bengali poet is between two fires. 
If he tries to be honest yith r^ard to the 
vices of his own class ai^ vdees his sense 
of decay, he falls under, and is found guilty 
of the charges of obsomity and obscurity 
The eternal principles of a^ he is told, are 
beauty and truth, truth and beaikty to deny 
whidi h bad taste; a perverrion. On the other 
hand he is told from the p rogre s sive quarters, 
which empharise his defeatism and obscurity, 
that he is decadent, and ddmiied pMty 
bourgeois. The damning is thus complete’ 
With scorn he called them ‘sentimental 
humanists’ who would demand that "to be 


progressive means to write abOMWinaAtoto 
and kissons to a broad seiidiiiental veto, to 
depict all the ^orica of a peasibie prolcta^ 
revolution and to do all these to a way whfch 
would be understood by the mass to the 
street". He was aware of the tonited appeal 
of modern Bengali poett and beUeved that 
they could not wittendieir appeal tog situa>- 
tion where the vast majority of the peo|de 
was illiterate. According to him the poet at 
presem could not sdiloquiae as be/Uie could 
not address the real audience 

He agreed with Eliot and wrote, “In these 
times of dereliction and disniay, of wars, 
unemployment and tevoludons the decayed 
si^ of tidngs attracts us most. The boiedom 
and the horror, rather than glt^ of lift; is 
our immediate reality. Pertoips that is 
because we have our roots Aeep to the 
demoralised petty bourgeoisie and lack the 
vitality of a rising class. It is best to admit 
this and write about the class you know well 
than to exult in the future glories of a class¬ 
less sor^ety. Consciousness of decay is also 
powei^’ He however, was not a defeatist as 
he hoped that soon a stage would be reached 
when to continue as a living writer orw must 
make a choice. 

Samar Sot almost stopped writing poetry 
by the late forties. He never answer^ the 
question why he stopped writing poetry. 
However, his argument that modem Bengali 
poets could not widen their appeal in a situa¬ 
tion where the vast majority of the people 
was illiterate and that they could otdy soliio- 
quise may appear weak. Their app^ was 
restricted to only a small section of literates 
or. better to say, among the elites of the 
literate and educated Bengali middle class. 
They could not even reach the wider sections 
of literates whom the prose writers of the 
time like the three Banarjees, Ihrasankar, 
Bibhuti and Manik, could aMress. Rfts it 
only because prose has wider appeal than 
poetry or modern Bengali poetry drifted ftir- 
ther avnqr from the cultural toots of Bengal? 

Saroj Dutta, a classmate of Sanur Sen, 
a revolutionary poet, a brave and uncom¬ 
promising journalist and above ail a com¬ 
munist martyr, severely criticised the essay 
as aplea to escqre from revolutionary strug¬ 
gle He would not agree with the author that 
the Indian midde class could be equated with 
the demoralised middle class of eapitalist 
societies of the time as India was not a 
capiudist country in the dassicat sense of toe 
term. He accus^toe author for not recog- 
nisirtg the fact that a sectloiTof the Bengali 
middle dass suffered the pain and tension 
of being ‘de-classed’ for partidpattog to 
the anti-colonial, revitoitionary and non¬ 
cooperation movementa He rightly observed 
thgt the crisis' of the literary tr^tlqn 
upheld by the author was for to uprooted 
character. And it was not poniWe to over¬ 
come, this crisis merely by accepting Manto 
ideology at toe intellectual h^. 

Wu this the reasbn why Samar Sen stop¬ 
ped writirig poetry? Or was it that he toi^ 
poetry and politics esaentiaUy in co n tpa t aie 
as Buddhadev Bom pototed out wf^ ditr. 


Unarmed Poet Who Became 
a Combatant 

Poromebh Acbarya 

Samar Sen was a remarkable poet who knew when to stop writing 
poetry, an uncompromising journalist who championed the cause 
of democratic rights against state repression and above all a man 
of integrity. 
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ctinMittbe later poems by Sttiw 
essay‘An Aeie of Oieoi Orass*?. 

It is interesting to note that in the thirties 
and follies Bengal was in gteat turmoil. The 
Bengali middle class, in spite of all its limita' 
tioos, was by and large much agitated. The 
, younger generation, particularly the 
students, were largely imbued with nationa¬ 
list s|»rit. Bengali prose could not escape the 
spirit of the time but we hardly find any 
reflection of this spirit in the post-lhgore 
modern Bengali poetry. 

It is all the more interesting that Samar 
Sen almost kept himself aloof when the 
Communist Party of India gave the call of 
armed struggle after the Second Congress 
of the party held in Calcutta in 1948. Samar 
.Sen returned to Calcutta from Delhi and 
joined The Statesman in 1949. The historic 
Ibbhaga and Tbiengana movements were at 
the peak and police oppression was let lose 
on the communist revolutionaries. V/as it not 
the critical stage he anticipated in his essay? 
However, he had stopped to soliloquise by 
then. We even do not find him participating 
in the Marxist debate on art and literature 
that continued during this time. In fact, till 
the mid-sixties, Samar Sen was known only 
as a remarkable poet with communist lean¬ 
ings. In the fifties we often used to quote 
his lines as wc did quote from other non- 
Marxist poets like Sudhindranath and 
Jibanananda. Subhas Mukhopadhyay and 
Sukanta Bhattacharya were surely more 
popular than Samar &n, particularly among 
non-intellectual readers. But surely none'of 
them was as powerful. 

In the late sixties Samar Sen emerged as 
an altogether different person, an uncom¬ 
promising radical journalist who championed 
the cause of democratic rights when brutal 
state repression crippled the social fabric of 
the country. Samar Sen as the editor of Now 
and Frontier became a leading light and 
stood by the Communist revolutionaries 
who were the main target of police brutality 
in late sixties and early seventies. Samar 
Sen’s Frontier created a forum for different 
groups of left revolutionaries to exchange 
views and news. It became a part of the left 
movement. 

.Anustup, a Bengali journal of art and 
culture; rightly (pok the lead to pay tribute 
to such a personality publishing a special 
issue* on Samar &n. It is a well ^iced 
volume consisting of 643 pages. A glance at 
the contents shows that the editors tried to 
make it a comprehensive volume. After 
going through the volume one finds that 
they are more or less successful in their ef¬ 
forts. One gets insightfbl glimpses qf dif¬ 
ferent aspects of Samar Sen's life. The con¬ 
tents have been compiled in six broad sec¬ 
tions. In the first section, reminiscences by 
seventeen persons who personally knew 
Samar Sen, have been cmnpiled. Iliis sec- 
tiM is no doubt very readable. The remini¬ 
scence by his friend, Debibhusan Bhat- 
tachaiya, is particularly refreshing. It gives 
us glimpses of Samar Sen’s student-life. In 
their reminiscences, Sumanta Banerjeeand 


tMpendu Chkrabarty have tried to i w ajl ii ft t a - 
Samar Sen without trying to project Mm as 
a mythkal character as Asholc Rudra and 
some others have done in thdr articles in the 
next section. 

Sumanta Banerjee rightly observes that 
Samar Sen always stood by the oppressed 
though he could not overcome his class 
limitations. To evaluate Samar Sen and his 
Frontier he quotes Arun Das Gupta, a 
historian, “Samar Sen had opened up a new 
froraier'for the young generation. In the first 
stage it was a frontier to be crossed, a space 
for re-grouping. At a later stage due to ir¬ 
revocable forces of history it turned out to 
be a barricade of defence. Perhaps it was in¬ 
evitable, for a group or a party. But in 
another sense, .Samar Sen’s Frontier was a 
projection of his own personality—a sanc¬ 
tuary where he could nurture both his 
loneliness as well as his individual protests. 
In a way all of us create this fortress around 
ourselves. This is perhaps the only way to 
live in these troubled times. But it also turns 
out to be a process hy which even an unarm¬ 
ed poet becomes a combatant.’’ 

Dipendu Chakravarty writes that he was 
ambivalent in his attitude on certain occa¬ 
sions. Dipendu finds publication of Fron¬ 
tier in English, his emphasis on good 
English, often judging a person by his/her 
knowledge of English and writing in and 
maintaining good relations with the big- 
pre.ss, incompatible with his political out¬ 
look. No doubt Samar Sen in spite of his 
active sympathy for the oppressed and in¬ 
difference towards material success felt at 
ease among the English educated elites even 


if they were known to be active supporters 
df ilK establishment. 

In the second section thirteen persons 
including well known poets, politicians, 
economists and other intellectuals, have 
discussed different aspects of Samar Sen’s 
life and work. This section appears to me 
comparatively weak in the sense that many 
of the authors could not as yet overcome 
their emotional state of mind required for 
an objective assessment. One of the main 
drawbacks of the volume is that the authors 
mostly belong to the English educated upper 
strata of intellectuals. We do not find how 
lesser known political activists and ordinary 
people understood Samai Sen and his 
Frontier 

Thw next two sections in the Anustup 
volume, may be said to be most interesting 
and readable. In these two sections two let¬ 
ters from Rabindranath Ikgore to Samar 
Sen, Samar Sen’s letters to Rabindranath 
Tagore, Buddhadev Bose, Bishnu Dey, Chan- 
chal Chattopadhaya. Kamakshiprasad Chat- 
topadhaya and Debiprasad Chattopadhaya 
and some other important writings of Samar 
Sen and excerpts from writings on Samar 
Sen by others have been reprinted. The lucid, 
informal and w itty Bengali prose of Samar 
Sen is really enviable. His letters open up 
before the readers a very uibanc, perceptive 
and witty mind. Other reprints also help us 
to understand Samar Sen. 

* Anustup, Samar Sen Bishes Sakhya, 
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India: The Emerging Challenges 


One of the biggest ever cross-sections of senior Indian social 
scientists, at the seminar to honour V K R V Rao at Bangalore, 
warned that India should not step into the next century as a 
two-nation state of the elite and the deprived. The consensus on 
necessary policy breakthroughs favour^ neither liberalisation in 
favour of the private sector nor centralised state control and 
direction, but decentralisation with increasing participation of 
people at local levels in planning, decision making and 
im^ementation. 


THE Institute for Social and Economic 
Change, Bangalore, organised a national 
seminar on 'India: The Emerging 
Challenges’ from October 5-1 in honour 
of its founder V K R V Rao on his com¬ 
pleting 80 years. Considering the wide 
range of V K R V Kao’s rich contributions 
and inter-disciplinary interests, the theme 
was deliberately chosen in a wider context 
involving not only economists but social 
scientists in general. The participants in¬ 
cluded even a few eminent scientists, jour¬ 
nalists and public figures. The intention 
was to have an overview of where India 
has been going and an integrated assess¬ 
ment of the problems and challenges faced 
by it in its economy, polity and society. 
In spite of its ambitious coverage, a few 
aspects had to be left out so as not to 
make the seminar unwieldy. Fbr example, 
issues in science and technology poUcy, 
international economic and political rela¬ 
tions, and India's security environment 
were by and large left out, if not entirely 
ignored. 

Apart from the inaugural session, the 
highlight of which was the keynote ad- 
, dress by D T Lakdawala, the seminar was 
structured into the sessions on the 
economy, agriculture and rural develop¬ 
ment, natural resource environment, 
human resource development, polity and 
society, and a concluding session to have 
an overall view. These sessions were res¬ 
pectively chaired by Malcolm Adiseshiah, 
V M Dandekar, M V Mathur, M S Gore 
and M N Srinivas, with the concluding 
session chaired by G V K Rao. For the five 
technical sessions, as referred above, the 
respective discussants were C T Kurien, 
A Viklyanathan, M V Nadkarai, P C Joshi 
and Amal Ray. 

With the total number of partidpahts 
being over 80, the significance of the 
seminar is that it had perhaps one of the 
biggest ever cross-sections of liKUa's emi¬ 
nent and senior social scientists; their 
ddiberations surely deserve serious atten¬ 
tion in policy making. There msQr not have 
been total unanimity, but surprisingly a 
elear consensus emerged on many issues. 


indicating what broadly the majority of 
sodal scientists think. 

It was, for example, agreed duit poverty, 
unemployment and glaring inequality 
continued to remain the most challenging 
problems ahead, and the seminar warned 
that India should not step into the next 
century as a two-nation sute of the elite 
and the deprived. The seminar expressed 
its grave concern that experiments with 
new economic policy and development 
strategies in recent years show no signs 
that thu challenge would be met suc¬ 
cessfully. The consensus on necessary 
policy breakthroughs favoured neither 
liberalisation in favour of the private sec¬ 
tor nor centralised state control and direc¬ 
tion, but emphasised decentralisation with 
iiKteasing pMicipation of peo|de at local 
levels in planning, decision niaking and 
implementation. Ihe concern over growth 
rates arose only insofar as growth served 
the basic goal of reducing poverty, 
unemployment and inequality. Any 
growth or development ttrategy which ag¬ 
gravated these problems was recognised to 
be counter-productive. As such, employ¬ 
ment strategy was to be buih into growth 
strategy, instead of bemg planned oidy as 
a relief measure. Since tte prospects of 
povrety being totally elimiiuaed seemed 
rather dim, it was reca^BHd that the poor 
would ne^ support in a noa-inarkat 
framework, protecting them from the 
harsh winds of market fbscea wbkh could 
sweep them off. Kaa nda Ibr subsidisa¬ 
tion was justifiable oafy ha fids context, 
and not in the eootext of jnnMcting vested 
interests. The rcsomw erwifib Ined by the 
coumry arose mote becaaMXOf Ac subsi¬ 
disation of the elite and AArtuumd in¬ 
terests than becaicie of ihii t—ifiiiiiit 
to poverty alleviatioa. ThnfiMriunaMlhc 
front et polity and socteiy apNftfiCGiady 
because problons of un«BB|iU)Uieat tad 
inequality were not solved, pao|iin* in- 
volwmcnt in the devetopmentpieM was 
not adequately obtained, aad Atqr were 
not allowed a creative role in tkbrpremss 
at the local level. 

TIm tone of the semimu wasaathy the 


keynote addnu of 0TUkdawida. WUIt. 
noting that the growth rate dniii^ the ' 
eightici has been somewhat higher than 
during the preceding thiity yeus, and that 
it has been shared—even if unequally— 
by most sectors and sutes, he attrilwted 
it largdy to the substantial increase in the 
rates of sanng and camtal formation. Ac¬ 
cording to him, the Indian government 
has, in the face of grave calamitiet, udwn 
quick measures to alleviate the suffering 
and at the same time “necessary resources 
and determination to deal with them on 
a long term basis have been summoned". 
The major weakness of the Indian state 
and economy, he feh. had been tint while 
the Planning Commission might prescribe 
an increase in the production of necessities 
and a decrease in comforts and luxuries, 
there was no mechanism to ensure that 
this woukf so happeh and that there would 
be adequate demand to absorb what was 
product. Nor was the state in a position 
to mobilise enough resources for poverty 
alleviation which required productive 
assets of a viable size to be given to the 
poor, or for improving the social services 
for tlie poor. The direct tax revenues, both 
as a proportion of total non-agricultural 
income and of total tax revenue, have 
declined significantly over the years, main¬ 
ly as a result of frequent concessions. 
Lakdawala regretted that the change in tax 
thinking ^which was the cause of this 
decline had come to be considered as 
defensible^ This reluctance to tax the rich 
has substantially increased our debt 
burden and deficit financing. Atleost a 
ruthless scrutiny of all public expenditure 
is called for. He also attacked the blind 
thrust towards privatisation of industries 
in the public sector. “Just because a public 
enterprise is not conducting an activity 
successfully, it should not be concluded 
thm private enterprise will run it better tn 
pubtic interests or even run it... Private 
enterprise can be allowed to substitute far 
public enterprise, if it can perform the 
functioas ibr which the latter was formed 
more efficiently, or the latter has now loit 
its reiessmcc^. llM pt^cy of HreraKsatioa 
aedlfADmtioa of controls, while it hetpsd 
in sftqppiMg iqr tire production of huuiry 
consumer goods, did not he4> necessities 
and basic needs. Houring, for example; 
has le—iaad as costly and scarce as ever 
before. H led oaily to ooaspieuouB ooa- 
sumpdoB, fasetead of pamkee reductioa 
in cects" and iaoease in efficiency 
thraagh competitioa. "The unbridled 
^ulosapfay of modernisation has in Ht 
wake brought about a peychology of 
cipital-intmisive mediods of production 
and sephisticadon which tte country 
cannot afford. Foreign collaboration and 
foteigB technology no loiter seem to be 
s ub jecie d to rigorous scrutiny hor are 
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IMCMiUoat tidom wl^ wiU mBtm tbe 
bMt UM of them by indiseTOttt tedmoloiy 
and research. employment policy 
seems to be in the melting. It is high time 
we gave a more positive and agreed twist 
to our liberalisation policy^ 

. Lakdawala’s views have been quoted 
above at some length nudnly because he 
Captured what the majority o( seminar 
paitidpants in a lai;^ measure thought on 
these issues. There may have been some 
differences over details, but he eloquently 
expressed the dominant mood of the 
seminar. 

The Economy 

The session on the economy had six 
papers for discussion, respectively by C T 
Kurioi (‘Indian Economy in the 1980$ and 
on to the 1990s’), H W Singer (‘Keynes’ 
Vision of the Future—Linkages whh Indian 
Thinking’), P R Brahmananda (‘Nehru- 
Mahalanobis Development Strategies in 
Retrdspect’), Manu Shroff (‘Current 
Issues of Eronomic Policy’), D M Nan- 
jun^ppa (‘Devolution and its Redistri¬ 
butive Role’) and G Thimmaiah (‘The 
Emerging Challenge—Governments in 
Deficit’). 

The papers presented as well as the 
discussion indicated spme amount of 
polarisation—with rather unequal poles, 
a significant majority pitted against a 
minority. The majority view was critical 
of the whole strategy of development 
which allowed poverty to decline only as 
an indirect consequence or as a spillover 
from the affluence of the few. The policy 
of liberalisation allowed all kinds of 
dubious collaborations and technologies 
which were not even in the interest of pro¬ 
moting self-reliance and the use of in¬ 
digenous know-how, let alone the ques¬ 
tion of poverty alleviation. Even the re¬ 
cent spurt in the growth of industry seem¬ 
ed more statistical than real, a conse¬ 
quence of new methods of estimation. 
Tlie growth environment has been one of 
promoting the satisfaction of only the 
status needs at the expense of basic needs. 
The paradox of the weakening of govern¬ 
ment oontnd and direction of the economy 
co-existing with relentless increase in 
government expenditure and wastage of 
resources was also noted with concern. 
The mounting budget deficits, the high 
rate of inflation particularly in the area 
of basic needs a^ services, and the in¬ 
creasing danger of debt trap were con¬ 
sidered as alarm signals of inefficient 
management of the econonqr. As guide¬ 
lines for pr^cy, the majority view fiwoured 
a policy of radical redistribution of assets 
inrhid^I a ceiling on both agricultural 
land and rgban i wDpett y, and decentraBs- 
cd atnniag sttdi fiiM kwd needs are iden¬ 


tified and peo|de A the grassroots level 
take effective action to meet them. This 
also nreant a greater devolution of resour¬ 
ces from the union to the states, and from 
the state to the local levels, with increas¬ 
ing responsibilities assigned at local levels. 
Some of the participants felt that both in 
the interest of promoting more equal 
distribution of incomes and a greater pro¬ 
duction of necessities radwr than items of 
elite consumption, a much higher priority 
be assigned to agriculture. A critic^ reac¬ 
tion to this suggestion, was that land alone 
cannot be expected to strive the problems 
of rural povrety and that pressure on land 
has to be reduced by creating increasing 
employment opportunitres outside agri¬ 
culture: it was also recognised, that 
agriculture is in most stares dominated by 
the ‘dominant castes’, and a policy of 
decentralisation and encouraging agricul¬ 
tural development will abo have to ensure 
that the social and economic oppression 
of the weaker sections in rural areas will 
not take place in its wake: 

A few participants challenged the view 
that inequality of income distribution in 
India is one of the highest: it was contend¬ 
ed that it was not bad compared with the 
other developing countries. The implica¬ 
tion was that the extent of poverty which 
still prevails is latgdy the result of lack of 
development, and a strata of promoting 
development directly whidi reduces pover¬ 
ty as an indirect consequence is basically 
sound and can reduce poverty itself. The 
strategy could certainly be supplemented 
by reU<^ programmes to promote employ¬ 
ment as well as subsidise the basic needs 
and services for the pom*, which would be 
possible through the resources generated 
by growth. As such, recent policy 
measures to activate growth through 
liberalisation have to be welcomed. The 
minority view in the soninar accepted the 
mgjority suggestion for decentnUisation 
of planniag and development, but posed 
the question whether this is not consutent 
with a greater privatisation and greater 
ttrie for private economic incentives for in¬ 
dividuals and firms. This view also ques¬ 
tioned whether the previous policy of a 
dominant role for the public sector and 
government control and higher tax rates 
had adiieved either growth or reduction 
in inequality. Could it atleast promote a 
higher production of basic goods as 
agaimt status goods? It was contended by 
thoB that the kind of ptaiming and 
goternment control which prevailed 
earlier could hardly be said to have con¬ 
stituted socialism. The partidpanu in the 
nudority camp, on tnc other hand, rrimt- 
ted by asking whether unbridled capita- 
hsm is. then die obvious solution. It was 
argued that such liberal modeb have in- 
u ai red huge hurtum costs. Even if a soda- 
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list model on Marxian lines b unsoitaMe 
in India, a model whidi ddibentdy curbs 
wasteful consumption of the elite a^ pro¬ 
motes economic activity on socially accep¬ 
table lines is necessary to face the crudal 
challenges of poverty, unemployment awl 
inequality. This does not necessarily mean 
centralised direction, but the (fojective can 
be achieved with a more decentralised 
economic functioning involving ordinary 
people in decision making. 

Auriculture and Rural 
Development 

The session on agriculiure and rural 
development haU seven papers for discus¬ 
sion, respectively by M L Dantwala 
('Emerging Challenges in Indian 
Agriculture’), G S Bhalla and D S IVagi 
(‘The Spatial Pattern of Agricultural 
Development in India'), M V Nadkarnl 
('The Crisis of Increasing Costs in 
Agriculture—Is there a Way Out?’), K T 
Achaya (‘Planning for Vegetable Oil’), R 
Radhakrishna and S Indrakant (‘Issues in 
Foodgrain Sector and Effects of Market 
Intervention Polides in India'), P S Appu 
(‘Land Policy and Alieviation of PoveityO. 
and Swaminathan Aiyar (‘Democracy as 
an Economic Input’). 

The major problems in Indian agricul¬ 
ture were identified as follows; inabiHty 
to step up long term growth rates in 
agriculture above 3 per cent per annum 
and unevenness of growth particularly 
across regions, increasing instability in 
production, increasing per unit costs 
whidi threaten the viability of particularly 
the small farmers, and atove all, inabili¬ 
ty of agriculture to bring about a signifi¬ 
cant reduction in rural poverty. 

It was suggested that a thrust on not 
only atending irrigation but also iu more 
efficient utilisation, and also on extending 
unproved dry land farming technology, 
would meet several of these problems by 
increasing the growth rate, spreading it 
across more regions and crops, redudng 
instability and increasing employment op¬ 
portunities. The production potential of 
agriculture could be uttiiseti throu^ bet¬ 
ter planning particularly at the tocal bnb 
and a committed implementation of 
measures to increase the efficiency of 
resource use, as against merely incrcadng 
the quantity of input use. It was noted 
that though growth rates are still uneven 
and disparities in productivity continue to 
prevail, there are signs that more and more 
crops as well as r^ons are showing the 
growth process and achieving higher 
yields. The ntuatkm, therefore: is not one 
of total despair, at least as far as grmMh 
of yidda per hectare and its spMadMRc 
oopcerned. The more basic failure: haa- 
evo; was in stepping up the growfo of par 
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eosp/te NOP in agricuituiv whidi has re¬ 
mained almost stagnant during the last 
three decades, both because of high rate 
of growth of p<H>ulation and persistence 
of dependence of a high proportion of the 
workforce on agriculture. The critical 
situation is also reflected in the con¬ 
tinuous decline in the average size of 
hcridings and an increase in the proportion 
of small holdings, posing the problem of 
viability for an Increasing part of our 
agriculture. 

One of the papers pointed out that the 
problem of viability is now arising on the 
cost front too, which is basically much 
more a problem of increasing real costs 
per unit of output than a problem of 
adverse relative prices. Attributing this to 
the neglect of a proper management of 
land and water resources and excessive 
reliance on a development strategy based 
on high energy chemical inputs which 
believes in stepping up yields irrespective 
of costs, the paper called for a search of 
sustainable alternatives such as natural 
and organic farming which is expected to 
increase long term effictency of resource 
use and permits a greater generation of 
the value added on the farms themselves. 
It was, however, felt by some participants 
that a whole development strategy cannot 
be based on a few isolated examples of 
success of natural farming, but they hoped 
that the bmkthroughs in the field on bio¬ 
fertilisers and bio-pe.sticide$ can reduce 
costs and increase yields without imposing 
environmental cost.s. However, in the in¬ 
itial stage, all experiments arc isolated ex¬ 
amples including the use of the new bio¬ 
inputs. The crucial question is which of 
the alternatives are within the reach and 
control of farmers and cost reducing 
rather than cost inflating, so that they are 
sustainable in the long run. 

interestingly, one of the papers ques¬ 
tioned the wisdom behind the .usual la- 
mcfit about Indian diets being low in fat, 
and the propriety and necessity of impor¬ 
ting huge quantities of edible oils at a 
great cost of foreign exchange It was con¬ 
tended that Indian cereals contain ade¬ 
quate amount of invisible fats, and the 
demand for visible fats as an addition to 
diets is mainly from the affluent which is 
unhealthy for them besides being expen¬ 
sive to the country, lb meet the demand 
for oil, however, apart from increasing oil¬ 
seed productivity within the country, the 
oilse^ itself must be chosen for a high 
outturn of oil. There is also the need to 
promote and strengthen farmers* co¬ 
operative sector for processing oilseeds 
which has the potential to curb specula- 
rion and give greater return to the fanners. 

Market intervention in agriculture in 
the form of procurement and rationing 
was considered justifiable in the interest 


ofwelfare gains to the poor, butthetub- 
sidy on this needed to be kept under check 
by confining it to the poor. In the long 
run, however, this is no solution , to the 
problem of rural poverty, sidee it lies in 
substantially improving the purchasing 
power of the poor. It was noted in thb 
respect that while real rural wages have 
improved somewhat in scrveral states, the 
picture on the employment front is either 
mbied or unclear. Titere is, tiieiefote, a 
continued need for employment genera¬ 
tion in rural areas in a way that both real 
wages and magnitude of employment are 
gradually improved. Such employment 
projects couid be planned so as to improve 
the long term productivity of land and the 
community assets such as village tanks, 
grazing lands and village forests. 

It was strongly argued by one of the 
papers at least that unless anti-poverty 
programmes are integrated into land 
reforms to improve the access of the poor 
to land, poverty cannot be eliminated. In 
a situation where some 70 po* cent of the 
country’s workforce persistently depend 
upon low productivity agricultuie accoun¬ 
ting now for only 35 per cent of CNP, the 
prospecu of shifting a substantial portion 
of them to other sectors ate rather bleak. 
Any worthwhile programme of poverty 
alleviation, therefore, should transfer pro¬ 
ductive assets to the poor to enlarge the 
scope for productive self-employment. 
This means that the poor should each 
have atleast a small plot of land where 
they can take up animal husbandry, 
poultry, cultivation of vegetables and such 
other activities. About 1.6 million hectares 
of good land would be required for this, 
which can be mopped up if existing ceiling 


bntrs ne prc^erly in^enenteo. thiiwn 
the only way to combiM the goals of 
growth and equity in a devetopment 
strategy especiidly for agriculture. 

The wont forms of rural poverty like 
mass starvmion have been conqueied in 
India, not because of any outstanding suc¬ 
cess of tl» so-called green revolutioo, but 
because of our democracy. So at least was 
argued in a paper which brought out the 
role of donocracy as an economic input. 
It was because of demoaacy based on 
covering all villages and cities and all wfailt 
population that pressures could be built 
right at the grassroots level to speedily 
come to the relief of affected population 
in any calamity. Gradually tte relief 
measures attained a permanent character 
to provide not Just a^nst calamities like 
drought but against more durable povnty 
as well. It is the same democratic pressures 
at the grassroots level that also ensured 
that urban elite do not corner ah the 
benefits. Our growth performance has 
been lack-lustre compared even to other 
developing countries, but in spite of this 
remarkable results could be achieved in 
eliminating mass starvation because of 
democracy, though the forces of demo¬ 
cracy have not.been strong enough to 
eliminate rural poverty as such. The paper 
argued that this is the lesson that India 
can give to other developing countries. 

Use ok Natural Resource Base 

The session of natural resource environ¬ 
ment had seven papers, a keynote paper 
by Malcolm Adiseshiah surveying the 
whole scene of natural and to some ex¬ 
tent even human resource environment. 
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C H Hiwuiuuitha Rao ('Agricttltunl 
Development and Ecoloipcal Degiada- 
tknu An Analytical Fnunewiork’), Madhav 
Oadgil ('Meeting the Bio*mau Needs of 
IndUk ViOages'), \bginder K Alagh (‘Not 
PhiM of ^Kbter Pluming'). Rtga Ramanna 
^Limits to the Use of 'liwhnology'). 
AKN Reddy ('Eneigy and Develop- 
menf), and T R Satish Cbandran (‘The 
Energy Penpective'). 

The keynote paper clearly showed that 
even with our moderate rate of growth, the 
extent of dqtletion of our natural resource 
base and environmental degradation has 
been quite signiflcant. This depiction has 
been most conspicuous in vital spheres 
which affect the day-to-day livelihood of 
ordinary people; tlua is, water resources, 
forests, land, and even the genetic base of 
our plants including foodgrains. The con¬ 
cern for mvironment is basically the con¬ 
cern for human beings who will be af¬ 
fected by eco-degradation, particularly in 
developing countries like India. The deple¬ 
tion as has occurred in India has not been 
due to high rates of growth, but mindless 
design and execution of development pro¬ 
jects and failure to take into account in¬ 
direct costs imposed on human beings as 
well as the environment. It was the con¬ 
sensus of participants that such costs have 
to be duly taken note of, since they cannot 
be avoided by merely ignoring them. On 
the other hand, the cost of ignoring them 
would be higher than the cost of taking 
them into account in the choice of pro¬ 
jects. The question of properly rehabili¬ 
tating or compensating persons displac¬ 
ed by development projects is particularly 
important. As far as possible this cost 
should be made to be borne by the benefi¬ 
ciaries of projects, since in most of the 
cases, the benefits of such projects accrue 
to the richer sections of the society. The 
persons displaced by an irrigation project 
should be given alternative land in the 
areas benefiting from the project, and 
where land cannot be given, th^ should 
be provided with dternative sources of 
livelihood. Rehabilitation was preferred 
over monetary compensadon in the long 
term interests of the displaced people. 

It was also emphasised by some parti¬ 
cipants that economic development perse 
n^ not necessarily be environmentally 
degrading and in quite a few cases may 
even improve the environment. For exam¬ 
ple; the land saving character of the H YV 
technolocy would have brought down the 
pressure on land and checked deforesta¬ 
tion. Similariy. a major irrigadon project 
particularly in semi-arid areas would 
diange the whole landscape by amverting 
it imo a green land a^ improve the 
ground water resources of the region. 
Thcyftitthattheso-calledtnde-ofrbet- 
wMi nu^ surface irrigation projectt and 


minor projects was overpliQred, and there* 
is actually complementarity between 
them. On the other hand, ladt of develop¬ 
ment would increase tte extent of poveny, 
and would on this count increase the 
pressure on natural resour^ in an 
unplanned way in short run intoests. The 
pressure for extension of cultivation into 
forest areas was not so much due to meet 
the increasing demand for agricultural 
output as due to lack of employment op¬ 
portunities outside agricuUnre. Never¬ 
theless, development has to consciously 
incorporate environmental concern par¬ 
ticularly since it takes place in the context 
of commercialisation of the economy, 
which, left to itself, tends to ignore social 
and environmental costs. Instead of think¬ 
ing merely in terms of growtii rates, the 
participants felt that we should have sus¬ 
tainable development as our goal which 
included basically the removal of pover¬ 
ty, promotion of equity and long term im¬ 
provement of the productive potential of 
our human as well as the natural resource 
base of the economy. Other dimensions 
of sustainability were identified as 
economic efficiency (or economy in 
costs), long term viability, self-reliance 
and peace. These ensured environmental 
harmony as well as the well-being of 
people in the long run. 

Tlie significance of the natural resource 
base is that it meets the basic needs of the 
masses in respect of food, water, fuel, 
fodder and shelter. The process of 
development should improve this poten¬ 
tial rather than diminish it. Such improve¬ 
ment cannot always be made in a com¬ 
mercial framework, but can more easily 
be accomplished through popular parti¬ 
cipation in regeneration through people’s 
own involvement in management. As one 
of the papers emphasised, a four-fold 
strategy is needed in this respect to (i) in¬ 
crease the production of bio-mass usable 
as fuel, fodder and green manure; (ii) en¬ 
sure that those in greatest need of it have 
access to this bio-mass; (iii) ensure also 
that bio-mass is harvested in a isolated 
manner in the interest of sustainable use; 
and (iv) enhance the efficiency of utilisa¬ 
tion of bio-mass so that the tc^ demand 
can be kept within moderate limits. 

A paper on energy emphasised the last 
of the above points in respect of energy 
use. In fact this principle is so basic that 
it has a much more general relevance to 
the whole problem of preventing undue 
depletion of our resource base. Our 
deirelopment efforts concentrate only on 
increasing the supplies but not on taming 
extrwagant demands on lutture which lie 
at the root of the environmental crisis. 
Most of the problems and dilemmas in 
natural resource use arise on the energy 
front. A balanced approach comprising 


conservation measures to make more ef¬ 
ficient use of energy as well as measures 
to increase the supply of energy was ad¬ 
vocated. It was emphasised by at least one 
paper and a few participants that conser¬ 
vation alternatives are cheaper, environ¬ 
mentally benign and also quicker. From 
all these points of view, it is more desirable 
to save a kilowatt than to generate an ad¬ 
ditional kilowatt. 

It was also emphasised, however, by 
another paper on energy that conservation 
alone, however earnestly pursued, cannot 
be adequate enough to meet our energy 
shortage, which is significant. The link 
between GNP growth and energy needs is 
still strong in India, and will continue to 
be so in the near future. Even for sustain¬ 
ing a modest rate of growth of S per cent 
in GOP, there will be a doubling of the 
demand for eneigy in the next twelve years 
or so. Meeting this demand is going to be 
a formidable challenge, the paper observ¬ 
ed. Apart from measures for conserva¬ 
tion, it would be necessary to use a mix 
of energy sources including the conven¬ 
tional. These energy supplies have to be 
generated within the cor ntry and the im¬ 
ports have to be minimised in the interest 
of self-reliance in a viral sphere 

The participants felt the need for im¬ 
provement in the data base essential for 
monitoring our natural resource environ¬ 
ment and its use, and for building our en¬ 
vironmental concern into the process of 
economic planning. The areas where data 
base needs improvement were identified 
by the keynote paper itself, some of 
which, as emphasised by others tooy could 
be mentioned here: region-wise forest area 
really undmr tree cover; grazing lands in 
each region graded according to produc¬ 
tivity; region-wise as well as national soil 
erosion index and identification of af¬ 
fected areas; marine pollution and quan¬ 
tum and state of fish stock harvested par¬ 
ticularly in regions prone to pollution; in¬ 
land water and air pollution indices, both 
region-wise and national; identification of 
areas most prone to bio-cide poisoning 
and its measurement; environmentally 
related morbidity: and index of diversity 
of plant and animal .species, both r^on- 
wise and national. The development of 
data base was considered as particularly 
urgent because in its absence environmen¬ 
tal costs were most likely to be ignored. 

Human Resource Deveiopment 

In all, seven papers were presented 
during the session on human resource 
development, three on education and four 
on population and population policy. 
They were by T W Schultz (‘Investing in 
People—Schooling in Low Income Coun¬ 
tries’), M S Gore (‘Education and the 
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Inculcation of Vyues*), $ Shukla CHumaa 
Resource Development: Education—40 
Ybars of Free India’), K Srinivasan, 
S Kulkami and S Parasuiam (‘Impact of 
Alternative Growth IVends of Population 
on Selected Social and Economic Sectors 
in India’), C Chandrasekaran (‘India's 
Population at the Ihm of the CaiMry’), 
A^h Bose (Population PoBcjr: The 
Futility of Cash Awards to States for 
Good Family Welfare Performance) and 
M S Muthana (‘Population Pressure in 
India’). Though there were no papers 
(Erectly on health care, related aspects 
were covered to some extent in the 
discussions. 

One of the major challenges in the field 
was to wipe out mass illiteracy which has 
continued to persist. This couM not be 
hBbtly brushed aside simply on the 
ground that it is a reflection of persisting 
poverty and underdevelopment. Several 
other countries with low income per 
capita have been able to substantially 
reduce illiteracy. It was felt that it has per¬ 
sisted due to lack of serious commitment 
to the cause and lack of appreciation of 
the huge social and economic returns that 
universal schooling can ^ve; and that this 
was a sector which should in no case be 
starved of the needed funds and progress 
should be closely monitored for speedy 
and effective implementation. 

A concern was expressed in one of the 
papers which was shared by participants 
that education in India right from the 
primary stage is information-oriented and 
in the later stages narrowly oriented t» 
only a few careers, with no scope for 
inculcation of values enshrined in the con¬ 
stitution, for creativity, and not even for 
a proper .physical devetopment of children, 
let alone eouippiBg theai for aay sports 
career. In oilier words, education is not 
playing the mk Hpecled of it in a demo¬ 
cratic, soaialUt, secular country set on a 
path of social, poiitieal and economic 
developmcBt of aM sections of people. 

Apart Bern obsession with careerism at 
higim tovek of education, one of the 
major difficulties in promoting the wider 
goals of education was identified as the 
domination of the English language and 
lack of attention to the develepmaat of 
regional languages. In fact it was a direct 
result of obsession with careerism itself. 
It also perpetuated illiteracy and even af¬ 
fected scirooling, since schools in regional 
languages did not attract either funds or 
the kind of teachers committed to im¬ 
provement in the quality'of education. 

The rate of growth of population itsdf 
adding unmanageable m^er of children 
every year, was also regarded as a mgjor 
factor by some, which explained our unoi- 
viable success in mdicating illiteracy, in¬ 
creasing the eiuolment In schools and in 


improving the education system in general, 
(]uita ivart Bom the (bag h created on the 
^forts for economic develiHMnent in 
general. However, a few were critical of 
the alarmist view of populatkm growth, 
who maintained that a control of popu¬ 
lation itself follows a success on human 
development fronts and that population 
growth cannot simply be used as alibi for 
our failure cm vital issues of pedicy as well 
programme. The consensus, however, was 
that both have to be simultaneously pur¬ 
sued since their impacts interact with each 
other, and that population stabilisation 
programmes have to be more imagiiutive- 
ly pursued, as a matter of priority. These 
programmes have to be more effectively 
integrated with health education, respect 
for women and their interests, and pro¬ 
motion of literacy and sch(x>ling. The 
need for clean environment and a greater 
care for public health and hygiene has 
unfortuiuitely received an uncomfortable 
back scat in our drive for development, 
most susceptible to be thrown out by a 
slight jerk. There can be no hope of 
population control in such a situation. It 
was remarked that most of the research 
efforts in the field of population are on 
fertility rates, but not on reducing mor¬ 
tality and morbidity rates. Even the 
sutistics on the latter are not collected on 
a sound basis, which need to beimproved. 
Similarly, anxiety about security in old age 
has also to be mote effectively met, since 
this is also one of the factors alTectlng fer¬ 
tility rate apart from mortality and mor¬ 
bidity rates. 

Increasing urbanisation and the 
demands it makes on resources for ser¬ 
vices and infrastructure was also viewed 
with concern. It was expressed that 
though the rate of urban growth, parti¬ 
cularly in terms of the proportion of 
urban population, nuQr not look high, the 
abs(dutc numbers involved are alarming. 
However, it was considered as an irrever- 
sibk phenomencm, which needs to be 
Kgulated and planned so that it does not 
go out of control. Urban slums cannot be 


simply wished urmjf, and their needs have 
to be met as a part of the planning pro¬ 
cess. Creation of more employment 
portunjities in rural areas and small towns 
and decentralisation of development can 
to some extent moderate urban growth, it 
was hoped. 

PoLiTV AND Society 

The session on polity and society had 
seven papers for presentation, whidi were 
by T K Oommen (‘Political Alienation 
and the Intenrational Threats to the 
Indian Nation State: Ibwards a Non- 
Alarmist Perspective^, L C Jain (‘Scarcity 
of Politics’), H Y Shaida Prasad (‘Com¬ 
munication and National Development*), 
N R Inamdar (‘Distribution of Powers 
between the Union and the States’), K H 
Cheluva Raju (‘Indian Fednalism and 
Inter-State Council’), Amal Ray (‘The 
Governor’s Office: Sarkaria Commission’s 
Response to a Tbnsion Area in India’s 
Federal System’), and Narayan (‘Impact 
of Development Plans on Public Admhiist- 
ration’). Of them, the first two papers 
dealt with the broader but fundamental 
challenges facing the whole polity and 
society, while the rest addressed 
themselves to more specific issues. 

llie process of assertion of cultural 
identity by minority groups and the claim 
for a legitimate share in the state power 
need not be looked upon with alarm, ac¬ 
cording to one of the papers. Though the 
Indian society is 3,000 years old, the 
Indian state is only 40 years old, and 
Europe took much longer in a much less 
complex situation to form stable states. 
While language, tribe and religion have 
been the three major bases of movements 
for separate development of their identi¬ 
ties. the first two have been much easier 
to accommodate than the third Tlw 
author, however, made a strong case for 
delegitimising reli^on as a basis for for¬ 
ming administrative units. While there 
should be freedom of worship for all. 
there is no case for organising the state 
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itself and its oisam tod u^tt on the basis 
of any region whether of the minority 
or majority. T|ie assertion of the secubir 
chamcter of the state in this sense is vital. 
Several participants felt that there were 
basic economic maladies in the form of 
inadequate growth of employment oppor¬ 
tunities which produced tensions, which 
were exploited iv unscrupulous politicians 
in the absence of proper decentralised ad- 
ministiation and democratic particqMtion 
at the grassroots. 

In this context, the paper on ‘Scarcity 
of Politics’ had some interesting insights 
to give Tlw author made it clear that there 
was no scarcity of politicking or lobbying 
for economic gains for vested interests, 
but there was scarcity of politics In the in¬ 
terest of nation building, and taking the 
Indian society in progressive directions. 
“Today, temple entry by harijans has to 
be with police escort. Sati worship has to 
be prevented by the police—with or with¬ 
out court order, A communal riot or con¬ 
flict has to be defused by the police. So 
much so that the police is also to prevent 
adulteration of food—spice by spice. 
When a society chooses to be so sleepy 
and spineless, it is close to suicide—and 
that certainly is more than scarcity of 
politics^ This was not the situation during 
the freedom struggle. After independence, 
the Indian National Congress lost its 
moral stature and the mass base, and 
today there are practically no political par¬ 
ties with village level organisation. The 
breakdown of political linkages could be 
remedied to some extent, according to the 
paper, by simultaneous elections to the 
parliament and the assemblies (so that the 
cost of political process is reduced), 
elimiiuttion of bogus memberships 1^ 
displaying the lists annually at polling 
booths, and derecognition of political par¬ 
ties of quesdonable existence. It was felt 
that these reforms, by themselves, m^ not 
go far, though necessary. Otie of the 
papers in the session pointed to the inade¬ 
quate orientation of the public administ¬ 
ration to the needs of economc and social 
development as a maior factor behind 
lack of our progress. However, under right 
political letKletship and climate, it has 
given good results. Administration is im¬ 
portant, no doubt, but more crucial is 
political commitment. 

The rote of media, particularly the 
press, also becomes rdeimnt here Apaper, 
qredScally on this topics highlighted thdr 
significant role in the task of both nation 
building and economic development The 
author paid tributes to the Indian press 
for the rxde it has pbQwd as a watchdog 
of freedom, justice and human rights. Yei 
them are failures toa “Most newspaper 
editon and owners choose to flght those 
fl|^ whidi make them popular. >fery few 


champion an unpopular cause!' On the 
whol^ the author observed, the Indian 
press was concerned more with political 
aspects than with those of economic and 
sodal development In the process, the na- 
tiomd perspectives have often been driven 
to the back. ‘The general record of the 
linguistic press, of our regional literature 
and, more recently, of our universities has 
been one of fanning linguistic exclusivism 
if not fanaticism to the neglect of the over¬ 
riding demands of the nation”. The authbr 
observed that there is “a strong case for 
a mote judicious and imaginative balan¬ 
cing of the national and the regional in 
radio and television. But this demand has 
to be dealt with as a cultural problem and 
isolated from the question of political 
control!’ lb illustrate the risk involved, the 
author referred to the demand made some 
years ago for a radio station in the Golden 
Ibmple. 

Quite a few participants, however, felt 
that regionalism was a reaction to overcen- 
traiisation. While national integration is 
a goal worth pursuing, we cannot push 
under the carpet uncomfortable questions 
like whether the deprived regions and 
communities are intended to be integrated 
into the mainstream on fair and equitable 
terms. The integration of the scheduled 
caste and tribes particularly caimot be 
allowed to take place at the cost of their 
oppression, increased insecurity and ex¬ 
ploitation. National integration is feasible 
only what it is in every body’s interest and 
all regions and communities have a stake 
in it and it cannot be at tiie cost of cultural 
diversity of India. A disturbing trend in 
Indian politics, however, seemed to be that 
more than the deprived communities, the 
politically and economically more power¬ 
ful sections have been aaive in agitational 
politics to safeguard or strengthen their 
privileges. 

The issue of centre-state relations was 
uken up in this context on which three 
papers were presented. One of them 
specifically and others by implication felt 
that the distribution of powers between 
the union and the sutes as conceived by 
the constitution has stood the test of time^ 
and is broadly appropriate for the condi¬ 
tions in the country. But then is need for 
some important improvemenu. The pro¬ 
visions regarding the declaration of 
emergency in the states have to be on a 
basis more acceptable to them, and should 
9 ve no room for arbitrariness on the part 
of the ruling party at the centre in narrow 
political interests. There is need also to im¬ 
prove the scope for the states at all levels 
of planning and decision making. The 
formation of the Inter-State Coundl as 
envisaged by the Constitution under Ar¬ 
ticle 263<ould resolve many of the con- 
flicu arising on account of the emergence 


of different political parties at the centre 
and the sutel The governors’ role arulthe 
discretionary powers intended to be given 
to them by the Sarkaria Commission also 
needed a critical look. This causes anxiety 
particularly because no guidelines for the 
exercise of these powers are formulated. 

A,consensus emerged during the session 
in favour of greater state autonomy, and 
within the states a greato- decentndisation 
of both the planning process and the im¬ 
plementation of development progranunes 
so as to involve peoples’ participation at 
the grassroots level. The experimerils by 
West Bengal and Karnataka in the Ihui- 
chayat Raj institutions were commended 
in this context. However, doubts were also 
expressed whether in the absence of an 
effective implementation of land reforms 
for redistribution of assets, particularly 
land, the decentralisation experiment 
would succeed in equitable distribution of 
benefits of development and political 
power to the peopl^ especially the poor. 
A few others, however, tried to allqr these 
fears on the ground that positions can be 
reserved for the weaker sections and 
women. It was felt nevertheless that this 
would not suffice and that weaker sections 
should at least have a small piece of land 
of their own to give them a sense of securir 
ty as a prerequisite for the success of 
decentralisation. Besides they have to be 
politically organised to get thdr due share 
in the development process. The rote of 
peoples’ own associations at the grass- 
roou level not only to fight for their rights 
but also to manage local development in¬ 
stitutions and community assets was 
emphasised. 

CoNctuoiNQ Session 

The concluding session was more or less 
a recall of the issues and views discussed 
in the earlier sessions. The broad consen¬ 
sus reached in respective sessions was 
reiterated. The question was also discussed 
as to the prospects of India’s meeting the 
challenges it faced. There was much less 
optimism regarding the possibility of 
eradicating poverty, unemployment and 
mass illiteracy. Though the extent of ab¬ 
solute poverty was expected to be lower 
at the turn of the century, the prospects 
of reducing inequality were considered 
quite dim. There was much more opti¬ 
mism about India’s continuing not only 
as a nation state with its territorial integri¬ 
ty safeguarded but also as a democraqr. 
The basis for this optimism needs to be 
spelt out. 

The Indian army, the steel frame of our 
nationally integrated bureaucracy, the 
growing professional class, and the 
business and industrial interests will 
together ensure that India would over- 
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come internal diaenaiont since they have 
all a stake in Indian survival and its 
economic growth, fm the growing oppor¬ 
tunities they would secure from it. lb these 
classes one could also add the rural elite; 
the surplus farmers, for they too have a 
lot to gain from the vast common market 
and the price support that a large coun¬ 
try provides. The organised labour in in¬ 
dustries and services also are nationally 
integrated and derive benefits from the 
territorial integrity of the country and its 
development, even if there could be a 
serious difference in views over the ques¬ 
tion of whether they also constitute a ‘rul¬ 
ing class’ in their own right. Ibgether, ail 
these classes form a formidable force 
fierce enough in its strength to overcome 
the internal challoiges to the integrity and 
survival of the country. The influence of 
each of these classes is also strong and 
varied enough to ensure that India con- 
tiniies as a democracy because it is only 
in a democracy that a balancing of dif¬ 
ferent interests can be equitably achieved. 
The more basic question, however, is 
whether these classes will also take care 
of the deprived classes not only by admit¬ 
ting them into the mainstream but also 
admitting on fairly equitable and honoura¬ 
ble terms. Related also is the question of 
whether the economic and hence the 
political independence of the country in 
a real sense is ensured in the process of 
its economic growth and ‘modernisation’, 
and whether the classes which have a stake 
in India's survival as a nation state also 
realise their stake in its self-reliance and 
in the prevention of ‘Latin- 
Americanisation’ of the country. 

The account of papers presented and 
discussions during the seminar as reported 
above is by no means exhaustive but 
hopefully captures the spirit of the 
seminar and the policy guidelines that 
emerged. 

V K R V Rao has never been a narrow 
economist. He looked upon the process 
of economic development as essentially a 
means to the development of human be¬ 
ings enabling them to realise their full 
creative potential. He equally ethphasised 
the nurturing of human values and the at¬ 
tainment of human dignity by all. The 
seminar could be said to have succeeded 
to some extent at least in highlighting 
these wider concerns. 

(This vqjoit has ben prepared by M V Nadkami 
based largely on the rapporteurs' reports in ad¬ 
dition to his own reidiiig of the papers pre se nte d 
and observations as a participant. The rappor¬ 
teurs were: B S Bhaigava, H G Hanumappa, 
P M Kulkarni, M Prahladachar, H Ramachan- 
dran, Hemhua Rao, A S Seetharamu, 
J Thatamangalam and Vlnod Vyasulu. In 
finalising this report, suggestions msule by 
V M Rao were hdpfiil.]; 
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Form of general notice to be given to the members of the public before making an ap¬ 
plication to the Central Government under sub-section (2) of Section SS of the A^nopolies 
and Restrictive hade Practices Act, 1969. 

NOTICE 

It is hereby notified for the information of the public that ESSAR SHIPPING LTD propo^s 
to make an application to the Central Government in the Department of Company Affairs, 
New Delhi, under sub-section of Section 22 of the Monopolies and Restrictive Trade 
Practices Act, 1969, for approval of the establishment of a new undertaking/unit/tlivi$ion. 
Brief particulars of the proposal are as under; 

1. Name and address of the applicant; 

ESSAR SHIPPING UMITEC^ 13th floor, Maker Chambers IV, Nariman Point, 
Bombay 400 0S1. 

2. Capital structure of the applicant (as at 31-12-1987); 


Authorised Capital: 

(Rs. in lacs) 

99,SOO,000 Equity Shares of Rs. 10 each 

9,950.00 

50,000 Preference Shares of Rs. 100 each 

50.00 

Total 

10,000.00 

Subscribed Capital: 


34,873,980 Equity Shares of Rs. 10 each 

3,487.40 

50,000 Preference Sahres of Rs. 100 each 

50.00 

Total 

3,537.40 

Paid up Capital: 


34,873,980 Equity Shares of Rs. 10 each 

3,487.40 

Uu: Call In arrears 

1.78 

Sub-total 

3,485.69 

30,000 Preforence Shares of Rs. 100 each 

50.00 

Total 

3,535.69 


3 Management structure of the applicant organisation indicating the names of the 
Directors, including Managing/Whole time Directors and AMnagers, if any. 

The Company Is managed by the Managing Director, subj^ to the con¬ 
trol, direction and supervision of the Board of Directors of the Company. 
The names of Directors of the Company arc at follows: 

Shrl. Shashikant N Ruia, Chairman A Managing Director Shri. V.B. Cbaturvcdt 
Shrl. Ravlkant N Rula Shri. A.S. Raman 

Shri. Sarol Kumar Poddar Shri. O.P. Khaitan 

Shrl. NImeth Kampani Shrl. R.N. Bansal 

Shri. K.R. Ramamani Shrl. Prashant S. Ruia 

4. Indicate whether the proposal relates to the establishment of a new 
indertaking or a new unit/division; 

yes; 'the proposal relates to the establishment of a new undertaking for 
manufacture of Polypropylene A Acrylonitrile. 

b. Location of the new undertaking/unit/division; 

Distt. Mangalore, State: Karnataka. 

6 Capital structure of the proposed undertaking. 

Authorised, subscribed and paid up capital of Rs. 8500 lacs comprising 
85,000,000 equity shares of Rs. 10 each. 

7 In case the proposal relates to tlie production, storage, supply, distribution, 
marketing or control of any goods/articles, indicate; 

(i) Names of goods/articles; Polypropylene A Acrylonitrile 

(li) Proposed licensed capacity 60,000 tons/yr A 70,000 tons/yr 

(ill) Estimated annual turnover; Rs. 84,100 laa 

8 In case the proposal relates to the provision of any service, state the volume of 
activity in terms of usual measures such as value, income, turnover, etc. 

Not applicable 
9. Cost of the Project; 

Rs. 34,000 lacs 

10. Scheme of finance, including the amounts to be raised from each source; 

(Rs. in lacs) 

Equity (including internal accruals and public Issue) 8,300.00 

Sorrowings from nnanclal lnttitutlons/8anks 85,S00.00 

Ibtal 34,000,00 

Any person interested in the matter m^ make a representation in quadruplicate to the 
Secretary, Department of Company Affairs, Government of India, Shastri Bhavan. New Delhi 
within 14 days from the date of publication of this notice, intimating his views on the 
proposal and indicating the nature of his interest therein. 
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Agricultural Development and Ecdlo^Cid 

Degfradation 

An Analytical Framework 

C H Hanumantha Rao 

. The observed pattern of growth in the crop sector of Indian agriculture has had adverse consequences for runil 
ecology directly as well as indirectly through its impact on livestock development and the poverty ntuatioiu This 
paper attempts to suggest an analytical framework for understanding the copses of ecological degradation in the 
context of the changing crop and livestock economy as well as the impact of these two on rural poverty. 


AGRICULTURAL economists in India have 
been interested essentially in the economics 
of crop production and comparatively less 
in livestock economics. Their interest in rural 
ecology has been negligible. Recently, 
however, economists have started analysing 
problems of eco>development. but these 
analyses are generally unrelated to the trends 
and pattern of crop production and livestock 
economy [Mishra. 1987], Even the studies 
done on livestock economy do not adequate¬ 
ly reflect the dynamics of crop production. 
Similarly, it is only recently that the 
economists have been concerned with the 
impact of the rate and pattern of crop pro¬ 
duction changes on rural poverty [Melior 
and Desai. 198S]. Even here, the inter- 
rdationships between livestock economy and 
poverty and the impact of both on environ¬ 
ment have not receivetkadequate attention. 

It is understandable that in the wake of 
rapid population growth and severe shor- 
ta^ of foodgrains, the economists should 
be preoccupied with issues like technological 
change in foodgrains production, marketed 
surpluses of food^ns and price, etc Ybt, 
crop production, livestock economy, rural 
poverty and environment are highly inter¬ 
related and no single sector can be studied 
satisfsetorily independent of the other three 
sectors. There ate dear indications that the 
observed pattern of growth in the crop sector 
has had certain adverse consequences for 
rural ecology directly as well as indirectly 
through its impact on livestock devdopment 
and poverty situation. 

The purpose of this paper is to attempt 
an analytical framework for understanding 
the causes of ccolopcal degradation in the 
context of changing crop and livestock 
economy as well as in the context of the 
impact of these two on rural poverty. 

Impact of exhensi ve versus Intensive 
Cultivation 

The degradation of rural environment 
arises from two major sources. First, front 
dcfoiesution uid di^radation of land on 
account of the loss of vegetative cover, 
resulting in low water table and loss of top 
soil. These have a direct bearing on the pro¬ 
ductivity of soil, iu vulnerability to rainfoil 
variations, scarcities of drinking water, 
fodder and fuel^wood causing hardships to 


the rural poor, particularly women and 
children. The second itaajor soutce of en¬ 
vironmental degradation in rural areas is the 
misapplication of yield-increasing inputs like 
water, chemical fertilisers and pesticides, 
causing water-logging and salinity and pollu¬ 
tion of drinking water, loss of fish, etc 

Of these two major sources^ viz, deforesta¬ 
tion and Vhemicalisation’ of agriculture, the 
former constitutes a much greater threat to 
rural ecology at the present stage of agri¬ 
cultural development in India. This is 
because Indian agriculture has been opera¬ 
ting at the extensive margin until recently 
and we are far from reaching the intensive 
margin in large parts of the counuy even 
under the existing technology. Chemicalisa- 
tion of agriculture may pose a greater threat 
to rural ecology at much higher levels of 
application of chemical fertilisers and 
pesticides as in the western countries. In this 
paper we are basically concerned with 
ecological degradation associated wUb 
extensive cultivation and deforestation. 

In the early stages of economic planning 
in India, we were overuken by population 
explosion as we were proce^ii^ on the 
assumption of slow growth of population 
based on the expectation of success of the 
family planning drive. The steep decline in 
mortality rate has been associated with the 
general improvement in the health of our- 
population. If the great epidemics in the 
earlier periods resulted in the dediiK of area 
under cultivation because of high mortality 
and sute of indisposition among the agri¬ 
cultural workforce, the decline in mortality 
and control of epidemics in the post¬ 
independence period resulted in an increase 
in the ifole bodied agricultural workforce as 
an iqput for stepping up agriculturai output. 
Population expl^on has thus increased the 
demand for foodgrains as well as the 
supply of a major input under traditional 
agriculture. 

With technology remaining roughly the 
same up to mid-s^ies and with sluggish 
growth of irrigation, extessipn of cultivation 
to new areas rather than increasing yield per 
unit of land constituted a major source of 
growth. The foilure of Imd ref^ measures 
to effect a significant redistrihution of land 
ro the landless and tire poStitad cootpidBibna 
of a democracy to pKwhfe wheir^thaf for 


the landless also contributed substantially 
to the encroachment of viOage comniao lands 
and forest lands by bringing them imder the 
plough [Nadkami, 1^7]. It is estimated that 
out of the total forest cover lost in the 
country, as much as half the area has beat 
brought under the plough (KhoshocL IM6]. 
Of the various techniques for increasing enq) 
production, increase in area under cultiva¬ 
tion has the laigest requirement of human 
and bullock labour. The otension of cuMva- 
tion, therefore, was associated with a signi¬ 
ficant increase in the cattle population 
exerting pressure on grazing land. Since 
much of the area brought untter cultivation 
or subject to pressures for grazing is 
marginal, and subnuiginal, its impact on 
soil-erosion and eco-degra^tion hiu been 
substantial. 

The technological changes introduced in 
Indian agriculture are essentially land- 
augmenting or land-saving. Irrigation, 
multiple cropping, use of short-duratum, 
high-ritiding varMes of seeds and fertilisers 
clearly belong to thb category. Even tractori- 
sation, to the extent it facilitates multiirie 
cropping and helps to divert fodder resources 
and grating land from the maintenance of 
plough-canie towards maintaining milch 
animals or for crop production can also be 
land-saving. After the introduction of new 
technology in mid-sixties, therefore^ them 
has been a significant decelenition in the 
increase in net sown area under cultivation. 
Much of the inemse in gross oopped area 
that has taken place is attributable to 
multiple cropping or increase in cropping 
intensity. It is, therefore; reasonaUe to think 
that the observed technological changes in 
crop production have; by themselves, con- 
tribu^ to reducing the pressure fN’fiuther 
extension of cuhivation to the marginal and 
sub-marginal land and to the area under 
forest. However, the fact that the scrqie for 
such an extension itsdf has heen sMsrtiy 
limited hat altO militated agaiiiiBt ftuthre 
etpantirm of cultivation. If h is correct to. 
believe tiiat ecological degradation would 
have ben greater in the tibseaee of laad^ 
saving and bmd-eatgmeatiiig tschaolo^eal 
change, it is equally correct to titidc tiiat a 
fester pace of suiA technological C h a a gs e . 
wwdd have heed much of foe iMtgiaal and' 
sub-mar^aal lands and ana under foMNS 
ffom the pieiHircitfoe csdHvnfoio and amill 



tint teMCMiiiddriibfy niteikd tix! rigour 
of eoo*degnidadaD that has beat-witnessed. 

iMmCT OF POIOILATION PRESSURE, 
AFFIUR4CB AND POVERTY 

,WhUe prqwladon growth did contribute 
to the extendon of aie> under cultivation, it 
is difficult to subscribe to an oversimplified 
viov Aout the lelationdiip between popula¬ 
tion greilrtli and eoologtcd detpadation. If 
population growth bad beeh anticipated and 
public inviestmaits could be step^ op to 
cope with the consequences by augmenting 
the yidd potential of the land resources 
already under tire plough, eco-degradation 
would have been substantiaUy less than what 
has been observed. Similarly, successful 
implemenution of land reform measures 
would have also reduced pressure for bring¬ 
ing new areas under cultivation. 

However, it is important to recognise that 
pressures on grating land and forest resour¬ 
ces arise fundamoitally from’ the rising 
demand. If pcqjulation growth could, in fact, 
be contained substantially, by the same 
token, there would have been a signiiicant 
increase in per capita inccHqje, and since the 
demaiui for milk, meat and timber, etc, is 
highly income elastic, the relevant income 
elasticities being in most cases near or more 
than unity, the total demand for such 
products would have persisted resulting in 
eco-degradation, in the absence of counter¬ 
vailing measures. With slower population 
growth, the area under plough would 
probably have beat less but it is unlikely that 
this by itself would have made a notable dif¬ 
ference to the overall state of environmental 
degradation. Eco-degradation should, there¬ 
fore, be sefn essentially as a consequential 
result of the failure to cope with the rising 
demand for food, foddn, fuel-wood and 
other forest products through nMcssaty 
investments, technological changes and insti¬ 
tutional arrangements for managing the 
resources. 

Although technological changes intro¬ 
duced in Indian agriculture after mid-sixties 
have been land-saving, they have also been 
highly capital-using and not sufficiently 
labour-absorbing (Rao, Ray and Subbarao, 
1988]. There is now enough evidence to sug¬ 
gest that labour-absorption in crop produc¬ 
tion has been very slow in the post-green 
revolution period [Bhalla, 1987]. Further, 
except in a few states like Punjab, Haryana, 
Andhra Pradesh, Kerala and Uttar Pradesli 
(presumably western UP), the real wage rates 
of male agricultural labourers have either 
remained stagnant or declined over a period 
of two decades between mid-fifties aiti mid- 
seventia [Jose, 1988], If agricultural growth 
in some stales has been associated with a 
r^uction la the proportion of rural popula¬ 
tion below the poverty line, despUe a tikni- 
fkttit decline in labour input per unit of 
output, it is mainly due to the high rate of 
growth of crop production, expansion of 
employineiit opportunities in non-crop 
cniB^prkes and the consequent rise in wages. 


But in several other states vrtiidie'tireiposvth 
of crop output has been less than, or barely 
kept pace with, population growth the 
incomes of the poor would ham indvaised, 
if at all, oidy martinally, as bulk dT the poor 
comprise agricultural labourers who depend 
upon large farms for employment. 

The persistence of rural povtny in such 
regions has exerted pressure on forest 
, resources on two counts: Since the prices of 
fiiei, wood have been rising in the urban and 
semi-urban, areas, feiling of trees became an 
attractive source of income fer the rural 
poor. The only cost of felting the trees for 
them is the family labour-time spent. In 
many rases, they are financed and otherwise 
‘protected’ the contractors and the 
middle-men. The persistehce of poverty has 
reduced the opportunity cost of Isfbour. In 
many of these areas, the actual wages are 
significantly lower than (quite often only 
about hatO the statutorily fixed minimum 
wages. In such a situation, they become a 
cheaper source of exploitation for the con¬ 
tractors who employ them for-iliegal felling 
of trees in the forests as well as their 
transportation. 

Impact of Land Tenures, Farm 

SIZE AND Management Paiterns 

The breakdown of the traditional institu¬ 
tions of management of common property 
resources after independence and the failure 
of new institutions to fill in the vacuum has 
contributed substantially to ecological 
degradation. The breakdown of traditional 
institutions has rendered the private co.st of 
grating their animals and felling trees low 
to the individuals in relation to the returns 
for them. However, on account of adverse 
externalities of such individual actions, the 
costs of unregulated or free grating and fel¬ 
ling of trees to the society and to the future 
generations have increased. The breakdown 
of traditional management practices is itself 
traceable, in a considerable measure, to the 
increasing pressures for subsistence from the 
poor as well as the demand-induced pro- 
pspects for quick and substantial commer- 
citi proftts for the contractors from illegal 
felling of valuable irees. 

Whereas the breakdown of traditional 
institutions of management has led to the 
degradation of common lands, the degrada¬ 
tion caused to the private lands is much less. 
This pdnt^to the role of propq[ty rights and 
tenurial arrangements in the conseevation of 
natural resources and protection of environ¬ 
ment in general. For instance, despite 
population pressure and the increase in man- 
land ratio, the quality of laAd among the 
smalt holcUngs is, on an average, better than 
that amor^ large holdings [Khusro, 1973] 
which is indeed explathed by popalation 
pressure itself at' smalt farms have more 
fhnuiy labour for expToiting ground water 
and for making other improvements on land 
[Rapb 19M). 

the incidence of infertile and degraded 
land is greater (as a proportion of ana held) 


among Huge farms owing, among other 
things, to the low man-land ratio. However, . 
the available evidence from the village 
stupes done by individual scholars suggests 
that the number of trees per hectare » pro¬ 
bably Ughetjimong the large farms as com¬ 
pared to the small farms {Rao, 19^6], 
although the position is quite the opposite 
in regard to crop output per hectare. Large 
farms are able tu allocate a larger proportion 
of their holding to the growing of trees, 
because ui their better staying power or the 
capacity to wait and also on account of the 
much lower cost of hired labour foe gRNving 
and maintaining trees when compared to 
crops. The small formers, on the otiier huid, 
owing to thtiir pressures for immediate siib- 
sistence do not have enough staying power 
and have to allocate their area for annual 
cropsl However, in setm-arid regions where 
crop production does not have a com¬ 
parative advantage, small fanners seem to 
optimise the use of their resources by grow¬ 
ing a larger number of trees per hectare than 
large farmers (Gupta, 1965], Even in icgioiis 
where inigation fadlitioi are available huge 
farmers seem to account for larger number 
of trees per hectare (Gupta, 198S]. 

This tendency has been nrinforced recency 
with the steep rise in the prices, of tbnber and 
fuel-wood r^tive to those of field crops. 
Large fanners even in the irrigated tractsare 
converting areas under wheat and rice intd 
commercial tree plantations. This is tiBO 
reflected in the relative success of farm 
forestry when compared to social forestry. 
There is no doubt that such comtnerdal tree 
farming reduces pressure on the forests and 
thus contributes to arresting ecotiegradatkm. 
However, it considerably reduces the employ¬ 
ment and incomes of the rural poor who 
have been depending on wage empltqnnent 
for the cultivation of field crops. Betides, 
it is wrong to believe that such commercial 
farming of trees can contribute to eco- 
deveiopment in the same way as the planned 
afforestation on the degraded corrunon land. 
Eco-deveiopment requires afforestation in 
the ecologically vulnerable tracts like bill 
slopes, catchmm areas for reservoirs, tanks 
and ponds, etc. Such afforestation has to be 
undertaken essentially on a community basis 
wherever necessary with usufructuary rights 
for the poorer households. 

For the same reasons, privatisation of 
common lands for developing captive 
plantations for meeting the raw material 
requirements of paper mills, etc, by exemp¬ 
ting than ftom the operation of land ceiUiig 
laws catmot serve as an efficient means of 
eooHintiopment, although it may contribute 
to reducing pressure on forests for raw 
moteritU. Besides, commercial farming is 
bound to be highly capital-intensive and In 
the absence of alternative employment 
(qrportunkies. the landless poor may be 
driven to the unregulated exploitation of 
tudund resources, thus contributing to the 
further d^radation of rural environment. 

So long as land was plentiful and nature - 



bduatiM in ntodon to population and 
dwaandi. manairinant and technototy could 

ignoiad witlKHit much lou of bencflts, 
M kau in the abort nia. But a time ha* come 
atai management Onduding protectfaMi of 
Iraea) and teduiology (dioice of sitei, apecica 
io be planted, method of nurturing, et4 have 
'become crucial for augmenting bio-maas in 
general and therefore offer large returns. 
Privatisation of common lands for indi* 
vkhial commercial farming on big holdings 
will deprive the poor of large returns 
whidi can otherwise accrue to them from 
modern maiutgement through community 
tmrtlcipation. 

What community management through 
collective vigilance (or 'social fencing* as 
Imainn barM wire fencing) does, among 
odier things, is to provide osn/nmer to every 
individual participant that no other indivi¬ 
dual will encroach upon common resources 
. Ibr jnivate benefit to the detriment of others’ 
Interests, because the penalties for such 
:>.violattoiis are prohibitive In the process, the 
gains for every individual participant from 
Bud> co-operative management would he 
much greater than when there is free or 
Unregulated mploitation of resources. This 
institutional arrangement, therefore offers 
considemble potential for participation of 
!;|tepeo|rie ’ 

Paradoricaily, despite the potential, this 
lipd of management is perhaps the most 
difficult to adtieve and therefore constitutes 
the most challenging task in rural develop¬ 
ment. This is because in the first place 
. gnwnunent policy in regard to the exploita¬ 
tion of common property resources is not 
i^len dear and even when clear, is not 
implemented vigorously by simplifying the 
ruin and regulations in the allotment of 
land, e g. giving tree-pattas to the poor and 
providing other complementary assistance 
Secondly; the prevailing ruiai so^ structure 
operates very mudi against allotment of 
common lan^ to the poor even on usufruc¬ 
tuary basis, as thegramosswree of cnploiu- 
Ifon by the contiacton for bdng employed 
fai forests at lower thasi minimum wage, for 
selling minor forest produce at throw-away 
prices and for getting consumption loans at 
emiidtaat rates of interest. Therefore; the 
main hurdle in the way of conununity 
nuuiagernem through paoples’ partidpation 
is the alliance between the big land owntr, 
omtraclor, moneylender and the petti- 
bureaucrat. 

it follows, from the above, that active 
government intervention to simplify the rules 
and procedures and to ddegale authority to 
peoples’ institutions including volu«ary 
organisations, easy allotment of land 
through tree-patiaa, mansuses for dofog away 
with the contractor syston, provision of 
institutional credit to the poor for consump¬ 
tion purposes, strict enforeement of tnisd- 
mum wages and ensuring lemumHitivc 
prices for minor forest produce are essential 
for ensuring benefitt to the poor through 
thdr pvticiparion la aeo-davdopment 
pn^s. 


EXPERnatCE OF VIETNAM! ANIS CHIN. 

The experience of Vietnam u welt at 
China in regard to the exploitation of fomt 
resources and eco-development is rdevant to 
us, as both these countries are characterised 
by high dcmopraphic pressure and pre¬ 
dominance of agriculture at the time of their 
liberation. However, the nual social structure 
in these countries after liberation it very 
different from that obtaining in India which 
also helps us to understand the mfluence of 
social structure and management practices 
on environment. 

The experience in the Langson province 
(northernmost hilly region) of Vietnam 
bordering China provides a striking example 
of the pressures for deforestation from the, 
poor. Despite the collectively imposed 
discipline on the peasants for the protection 
of environment and 100 per cent literacy rate, 
large-scale deforestation comparable to that 
in the Indian Himalayas has been witnessed. 
The area under forest has come down from 
36 per cent to 17 per cent of geographical 
area of the district in the course of the last 
6 years. Much of this deforested area has 
been converted into arable land. This is. 
explained by the insufficient availability of 
foodgrains from public distribution system, 
the steep rise in the price of foodgrains in 
the recent period and the consequent decline 
in the real incomes of the peoples Despite 
equitable dutribution of land, the hill people 
there find themselves much worse off when 
compared to those in the plains where each 
family has a better access to foodgrains from 
the output on their own farms. It must be 
added that a good part of deforestation is 
accounted by the felling of trees by the 
government itself for purposes of coiutruc- 
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1917 to the coune of the viait of dw ICSSR 
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The Chinese experience to aflbteattdoo 
is quite cncouragini, eapadOUy altar 1911 
when the new libenliaed policy of'gmotor 
, incentives to individual farmers was totio- 
duccd. These developmentt have been wdi 
documented by a team of the Natioaal 
Wastelands Oe^pment Board hs ad ad ty 
Kamla Chaudhury which virited Chtaa to 
May I9t7 [Govmment of India, NWDI; 
1917}. The forest cover in China is reportad 
to have increased from S.Pper cent of the 
total land mass in 1949 to 12.6 per cent to 
the recent period. Much of this incieaae b 
attributable to the recent upsurge in af¬ 
forestation efforts^ resulting to a 40.7 par 
cent increase between 1978 and 1983 [SPI^ 
1988]. 

The degradation caused to rural environ¬ 
ment in China appean much less than to 
India despite the basic simitoritias such as- 
the predomiiumce of agrarian economy; hiih 
growth of population and growth of agri¬ 
cultural output at rnwr 2 per cent per annunk 
This is attributable bari^y to the fact that 
unlike in India, traditionally Chinaae 
ai^ulture is oriented to intensive systems 
of cultivation. China supports a much largar 
population than India with a smaller araUc 
land because of significantly higher yields. 
As much as SO per cent of cultivated area 
in China is irrigated when compared to 
around 30 per cent in India. What is aMR; 
the efficiency of irrigalion systems than is 
better, as most of them consist of smal l s c al e 
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iwftoe fnigtf on worict 
tfee moUlUaiioa of local labour, and ate 
»"**■«**■*■* and nuHiaged through the local- 
laud inidt ut iona. The environmental hatfutls 
of nich works are much lest than those 
associa te d with big projects in India, e g, 
water-logging and salinity. 

One of the major differences between the 
two countries is related to the dbtribution 
of land. On account of equal access to land, 
the proportion of people below the poverty 
line in China is much less than in India. 
Consequently, the pressure on forest re¬ 
sources arising from poverty as well as afflu¬ 
ence is much less than in India. Further, 
China’s human-cattle population is in the 
ratio of 10:1, whereas in India the ratio is 
nearly 2:1 [SPWI^ 1988]. Because of this, 
the Chinese have been able to ban free 
grazing. They could thus make a significant 
breakthrou^ in the reforestation of hills 
because of the control on open grazing. 

An important factor accounting for the 
success of afforestation in China, parti¬ 
cularly after 1978, is the involvement of rural 
people on a large scale by giving them a stake 
in this effort. To quote the relevant extracts, 
“On the basis of the ndw policy framework, 
barren hills and water-log^ land owned by 
collectives have been allotted to peasants for 
tree planting on a private basis, with right 
to scH the produce or transfer half mature 
trees for money and to inherit the trees... 
According to some estimates more than half 
the rural population in China derives income 
from working part-time in forestry” [SPWD, 
1918]. 

Thus, traditional systems of intensive 
cultivation which were further strengthened 
after the liberation by augmenting irrigation 
and organic manures through the u.se of 
hfeour, effective land reform iqeasures, 
intensive livestock management practices by 
limiting their numbers, and large-scale 
involvemeni of people in afforestation prt>- 
gsammes by giving them rights on the use 
of produce, have all contributed to the 
spe^y regeneration of rural environment in 
China. 

Patterns of Agrarian Change 
IN India 

TV interrelationships between the four 
variables discussed above, viz, pattern of 
crop output growth, livestock economy, 
poverty situation and environment reveal 
different patterns of agrarian change in 
India. They may be classified broadly into 
diree typn The First type—the most 
dynamic one in Indian agriculture—is 
cfaaneteriied by intensive systems of cultiva- 
don. Punjab Haryana, west Uttar Pradesh, 
and the ddtuc regions of Andhra Pradesh 
and 'Qtmil Ni|du typicidly reprefent this 
pattern of change, ^{cultural bte^- 
through in these regions has been effected 
not so much through incieaae in area under 
CiiltKailon ps through increase in irrigation 
and fexmping imendty and the increasing 
. ap^ttkium pf yidd-incieasing inputs like 


high-yielding varieties of seeds and ferti¬ 
lisers. Owing to the increased requirements 
of energy, particularly for threshing and 
transportation, pressures for timeliness of 
ploughing operations and the higher in- 
vestibie capacity of farmers bullock power 
in such regions has been rapidly replaced by 
tractor power (Rao, 1975]. In view of the 
higher demand for milk in such prosperous 
regions,- the feed resources from crop out¬ 
put as well as fodder raised on the farms 
have been increasingly allocated to milch 
uiimats, which are gently stail-fed. Owing 
to the better availability of bio-mass in such 
irrigated regions and also in view of the 
capacity of the households to buy com- 
merciiU fuels, their dependence on fuel-wood 
has been' reduced. Because of greater 
demand for labour and the resulting higher 
wages and also on account of the expansion 
of non-farm opportunities for gainful 
employment, the proportion of population 
below the poverty line is also much lower 
in such regions [Rao, Ray and Subbarao, 
1988], Ecological degradation, if any, in such 
areas has resulted not so much from the 
increasing pressure on common lands and. 
forests for extension of cultivation, for 
fodder and fuel-wood as from the commer¬ 
cial demand for timber and other forest pro¬ 
ducts. However, such regions do present pro¬ 
blems of water-logging and those arising 
from 'chemiealisatien' or misapplication of 
chemical fertilisers and pesticides. 

At the other extreme are areas which have 
little comparative advantage in crop produc¬ 
tion and still the area under cultivation has 
been increasing on account of pressures of 
population growth and poverty, high prices 
of foodgrains, and the inadequacy as well 
as uncertainly of supply of foodgrains from 
the public distribution system. These are the 
ecologically fragile areas ranging from the 
arid and .semi-arid zones characterised by 
low and uncertain rainfall to the hill areas 
with high and relatively assured rainfall. The 
former have a comparative advantage in 
animal husbandry whereas the latter in 
forestry and horticulture in addition to 
animal husbandry. Apart from the increas¬ 
ing presures for bringing area under plough, 
the unregulated grazing and indiscriminate 
felling of trees for commercial purposes in 
addition to felling for fuel-wood have accen¬ 
tuated the degradation of land resulting in 
scarcity of drinking water, fuel-wood and 
fodder. Since these areas are separated by 
long distances and have difficult terrain, the 
availability of foodgrains, fertilisers and 
commercial fuels, which are needed most in 
such areas for relieving pressure on environ¬ 
ment. is highly inadequate and uncertain. 
Such of the quantities as are available are 
sold at hitfi prices which the people of these 
areas cut ill-affoid on account of low 
incomes and poverty. 

The two types of agrarian change descri¬ 
bed above together cover a small part of the 
country’s populatimi. The coverage may be 
relativdy large in toms of area. However, 


the bulk of the area and population of the 
country belong to the intermediate situation 
suited to both crop culture and animal 
husbandry. The progress of irrigation and 
land-augmenting technological change has 
been slow in these areas. The increase in area 
under cultivation has been sizeable; espeaal- 
ly in the First two decades of planning. The 
rate of tiactorisation bang slow, the demand 
for bullock power has been signiFicant. The 
cattle togethtf with other livestock have been 
exerting pressure on village common lands 
and forests for grazing. These areas also 
account for the large majority of the rural 
poor in the country including those bdong- 
ing to the tribal belts. Some of these poor 
supplement their income by cutting trees, 
apart from meaing their requirements of 
fuel-wood. 

NEED FOR EMPIRICAI. WORK 

The analysis in the previous sections was 
designed to attempt an analytic^ framework 
for understanding the factors causing eco¬ 
logical degradation in rural areas. The 
analysis brings out the importance of land- 
augmenting and land-saving technological 
change in eco-preservation. If this reasoning 
is correct, the prospects fbt eco-devriopmeiit 
would become brighter with the advent of 
new bio-technology which is going to be far 
more land-saving than the H Y V technology. 
Besides, owing to the prospects for biological 
Fixation of nitrogen and evolution of pest- 
resistant and drought-resistant seeds, there 
seems to be a potential for reducing environ¬ 
mental hazards associated with ‘chemicalisa- 
tion’ of agriculture. 

The observed pattern of agricultural 
development may have led to certain com¬ 
positional changes in livestock by way of 
rational adjustment of livestock population 
to the changing requirements and supply 
conditions [Mishra, 1970, Vaidyanathan, 
I988J. Technological changes including bio¬ 
technology are likely to reduce the neecf for 
animal traction power arid increase the 
possibilities for maintaining high-yielding, 
stall-fed animals both for milk and meat. 
Whereas all these developments can be 
expected to have a favourable impact on 
environment, their impact on rural poverty 
is not clear. Land-saving technology is likdy 
to be labour-saving as well. The solution to 
poverty may have to be increasingly found 
in the non-crop sectors like honiculture; 
animal husbandry, forestry and non- 
agricultural activities. 

The above inferences are at best tentative. 
Detailed empirical work for different ageo- 
climatic regions of the country is necessary 
to understand the changing interrelation¬ 
ships during the plan period between iftf- 
ferent variables, viz, growth of crop output, 
changes in net sown area, irrigation and 
cropping-intensity, changes in the number 
and composition of livestock population,- 
changes in area under pastures and fallows, 
ac, changes in rural poverty and changes in 
the miuor indicators of rural environiheni 
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such as area under forest cover, extent of 
degraded land, water-iog^g, Ac The imer- 
rriationships postulated in this paper need 
to be examined and modified in the light of 
such empirical evidence, with a view to 
predicting the likely course of developments 
and drawing policy inferences on a more 
informed basis. 

(Atper presented at the National Seminar on 
Tntfa: The Emerging Challenges’ organised at 
the Institute for Social and Economic Change, 
Bangalore, from October S-7, 1988, in honour 
Of V K R V Rao.) 
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NOTICE 


It is hereby notified for the information of the public that ESSAft GUJARAT DO proposes 
to make an application to the Central Government in the Department of Company AfMrs, 
New Delhi, under sub-section (9) of Section 22 of the Atoriopolies and Restrictive Trade 
Practices Act, 1969, for approval of tire establishment of a new undertakingAjnit/Wivislon, 
Brief particulars of the prpposal are as tinder: 

1. Name and addiess of the applicant; 

ESSAR GUJARAT LWITEII 13th floor. Maker Chambers iV, Nerimen Poiirt, 
Bombay 400 0S1. 


2. Capital structure of the applicant; 

Authorised Capital (as at 31-S-1988): (Rs. In lacs) 

3,00,00,000 Equity shams of Rt. 10 each 3,000.00 

50,000 Preftrcnce shares of Rs. 100 each 50.00 

Total 3,050.00 

Subscribed Capital: 

1,61,5R,607 Equity shares of Rs. 10 aach 1,615.10 

140 -Praforanca shares of Rs. 100 each 0.14 

Tout 1,616.00 

Paid up Capital: 

65,38,907 Equity shares of Rs. 10 each 653.89 

96,85,700 Equity shares of Rs. 3.50 paid up 336.90 

140 Prafbrance shares of Rs. lOO asch 0.14 

total 990.33 


3. Management structure of the applicant organisation indicating the names of the 
Directors, including Managing/Wliole-time Directors aruj Managers, if any; 

The Company Is managed by the Managbig Mractor, subject to the con¬ 
trol, dheetien and suparvltion of the Roard of Directors of the Company. 
The names of Directon of the Company are as (OHows: 

Shrl. Ravlfcsnt N Ruia, Managing Director Shrl. K.R. RamemenI 

Shrl. Sheshlkant N Rule Shrl. Prashant S Rule 

Shrl. Indcr Chend Jain Smt talHa D Oupta 

Shrl. Dwarkadas Udeshi (Nominee of lOCI) 

Shrl. Senleev Shriya Shrl. SJK. Shelat 

(Nominee of QHC) 

4. indicate whether the proposal relates to the establishment of a new 
undertaking or a new unit/division 

Vet. the proposal relates to the establishment of a new undertaking to 
manufacture 9-Ethyl Hexanol. 

5. location of the new undertaking/unit/division- 

Village: Hazira, DIM.: Surat, tsiuk: Chorasi, State; Gujarat. 

6. Capital ^ructure of the proposed undertaking; 

Authorised, subscribed and paid up Mpitai of Rs. 3,000 lacs comprising 
of 3,00,00,000 Equity shares of Rs. 1C each 

7. In case the proposal relates to the production, storage, supply, distribution, 
marketing or control of any goods/artides, indicate: 

(i) Name of goods/srticles: 9-Etiyyl Hexanol 

(|0 Proposed liceteed capacity; 30,000 tons/yr 
(iii) Estimated annual turrrover; Rs. 9,100 lacs 
6. In case the proposal relates to the provision of any service, state the volunik of 
activity in terms of usual measures such as value, income, turnover, etc. 

Not eppllcabic 


9. Cost of the Project: 

Rs. 18,000 lacs 

10. Scheme of finance, including the amounts to be raised from each source; 

(Rs. in laeA 

Equity (Including Internal accruals and public issue) 3,000.0(1 

Borrowings hem nnencial Insdtutions/'Ranks 9,OM.OO 

Totti 18,000.00 


Any person interested in the matter may make a representation in quadruplicate to the 
Secretary, Department of Company Aflisirs, Government of India, Shastrj Bhmm New Delhi 
within 14 days from thp dste.r^ publication of this notice, intimatins his views on the 
proposal and tndicEtii^g the nature of Ibis interest therein. 

Dated thislst day of December 1981. tor OMR 0UIMM UMino 
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139i Fleer, Maker C h ra w be r s IV, COMRANV IHRETAJOf 

Nariman Fdlnl, Bombay 4(X)'0R1. 
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&et^i'iilinatioii in the Rural Labour 

Market 


The Case of Punjab and Haryana 

H S Sidhu 


This paper is an attempt to identify the factors whit h play an important role in the process of wage determina¬ 
tion in the most developed agricultural regions of the country, i e, Punjab and Haryana. The paper is divided 
into three sections. In ^tion I there is a discussion of the probable role of supply and demand factors in the 
extermination of market clearing wage in the agrarian setting of Punjab and Haryana. A formal model of wage 
determination in terms of demand-supply factors is presented in Section 11. The results obtained by applying our 
model to the district level date of Punjab and Haryana and certain conclusions and policy implications are discussed 
in Section lit. 


THIS paper is an attempt to identify the fac- 
tms which play an important role in the pro¬ 
cess of wage determination in the most 
developed agricultural regions of the coun¬ 
try, i e, Puaiab and Haryana. A number of 
theoretical formulations on the working of 
the rural labour market have been advanced 
and some of these have also been empirically 
tested but the issue is still far from settled. 
The new agricultural technology is not only 
expected to generate an increase in the de¬ 
mand for labour but because of the increas¬ 
ed importance of timeliness of each opera¬ 
tion. it is also likely to increase the bargain¬ 
ing power of wage labour. As a result agri¬ 
cultural wage rates are nicely to be poMtive- 
ly related with the level of agricultural 
devdopment. With the increased demand for 
labour, the labour market mechanism is also 
likely to function far more efficiently in 
developed agricultural regions Kke Punjab 
and Haryana compared to the rest of India 

This study is largely based on an analysis 
of primary data on wages and employment 
collected through a field survey of 22 
districts of Punjab and Haryana and relates 
to the year 1975-76. In addition to this the 
district level secondary data relating to the 
total number of apicuitural workers, pro¬ 
portion of agricultural labour in total 
agricultural workers, proportion of schedul¬ 
ed castes in agricultural labour, output per 
acre and distribution of land holdings 
among various sin groups have also been 
used. The paper it divided into three sections. 
In seaion I we briefly discuss the probable 
role of supply and demand factors in the 
determination of market clearing wage in the 
agrarian setting of Punjab and Haryana. A 
formal model of wage determinaUcm in 
terms of demand-supply factors is presented 
in section II. The results obtained by apply¬ 
ing our modd to the district level data of 
Punjab and Haryana and ceruin conclu- 
doiit and policy implications of our remits 
are discussed in section III. 

I 

IMfo of Supply mad Demmid. 
Faelon 

Sffcgri thtmicdMl« wdl gs empirical at* 
MIliNlilMMbacn nade to study the deter¬ 


minants of wage rates m a labour surplus 
economy. One class of wage theories veers 
around an essentially tdological detei- 
mination of agricultural wages in this 
situation.^ Nurksc [1953], Lewis [19541, 
Leibenstem(l957], Majum^i [1959], Rams 
and Pel [1^1], Mirrless [1975], Rodgcis 
[1975], and Stiglit/ [1976] arc some of the 
scholars who subscribe to this view. But the 
concept of nutritionally based wages has 
been criticised on both empirical as well as 
aniytical grounds.' An alternative approach 
to explain the determination of rural wages 
in teiros of demand for and supply of labour 
has also been lolkwied by quite a few 
scholars. In fact most of the empirical 
studies on the subject in India have followed 
the latter approach. For example Mishra 
[1970], Baidban [I973J. U1 (1974). Bardhan 
[1979 and [1984], Evanson and Binswangei 
(1979, Rusenweig [1979] and Viidyanathan 
[1980] arc some of the studies which try to 
explain inta-regional variations in agricul¬ 
tural wage rates in the conventional supply- 
demand framework. The present study is 
another attempt in this direction. The general 
conclusion of most of the earlier studiiv is 
that agricultural wages are positively related 
with demand factors like irrigation, crop¬ 
ping intensity, use of HYV’s and average in¬ 
come level of cuhivating households (perhaps 
indicating the agriculturist’s paying capaaiy) 
and negatively related with supply factors 
such as relative size of agricultural labour 
and production variability index. 


However a major problem with most of 
;the earlier studies which try to explain wage 
rate in terms of conventional supply-demand 
framework is that these studies focus ex¬ 
clusively on the wage rata Since t'lerc is con¬ 
siderable unemployment in the rural areas 
and since wage rate and unemployment are 
inter-related any attempt to explain wage rate 
without taking into account the degree of 
unemployment, is bound to be unsatisfac¬ 
tory. Secondly in almost all these studies 
supply of labour is defined as consisung of 
both family as well as wage labour. Since 
family labour does not always enter the 
markM and since determinants of the supply 
of and demand for the two categories are 
r.ot itteiHical, to specify the model in terms 
of wage labour rather than total labour 


MUietd WMkfy QKtqiber 24-31.19M 


would be. perhaps better. In our study we 
have tried to lake cate of the first problem 
by taking unemployment as one of the ex¬ 
planatory variables in our model. The 
second problem has been sought to be taken 
care of by specifying out model in terms of 
demand for and supply of wage labour only. 

Ib begin with, like Vaidyanathan [1980]. 
we also assume that in the rural economy 
(a) agriculture is the only activity: (b) there 
are two categories of labour, i e, family 
labour and wage labou; ’ md (c) that family 
labour is forthcoming lu the extent culti¬ 
vators consider it necessary and economical 
so that there is no involuntary unemploy¬ 
ment in this caiegoiy Whatever unemploy¬ 
ment exists under the above assumptions, it 
would be cont ined to the wage labour class 
only and would equal the excess of supjdy 
of wage labour over the demand for it at Uk 
tilling wage late For any given population 
and w age rate the supply of wage labour, i e: 
the size of the labour force w hich has to de¬ 
pend on the wage employment lor its liveli¬ 
hood. varies a gieat deal depending on the 
avetage amount ol land and other ptodoc- 
tive resources per capita and on the distribu¬ 
tion ot these resouices within the population. 
The smaller the amount ul productive 
resouices pci head and the more unequal its 
distribution, the laiger is likely to be the pro¬ 
portion of population dependent on wage 
employment liowevci, the effect of changes 
in deinogiaphic ptessure and change in land 
distribution on demand for hired labour is 
quite dilfetcnt Whereas a higher demo- 
grapliK pressure means an across-the-board 
increase in the supply of labour including 
family labour relative to land so that other 
things being equal, it wiU lead to a general 
lowering of the demand for hired labour, on 
the other hand, a more unequal distribution 
of land implies that a larger proportion of 
land IS being operated by relatively a few big 
farmers who do not work themselves on the 
farm and therefore it incieases the demand 
for hired labour. 

Ibtal labour requirements is the ottun ma¬ 
jor determinant of demand for hired labour 
because, after all, it is total labour require¬ 
ment which after adjusting for the supply 
of family labour determines the demand for 
hired labour. This in turn depends on the 


iV147 



ievd of agricultural lecti^ogy ttkeintetnity 
of cultivation and technique of cultivation. 
Intensity of cultivation is a function of the 
extent and quality of irrigation, the use of 
fertiliser per unit of area, proportion of area 
under HYVs and other land and output 
augmenting inputs. The extent of human 
labour will also be influenced by the type 
of techniques used in various farming 
operations. 

Apart from the above mentioned demand 
and suiq;iiy factors some structural factors 
also affect the wage rate. For example, if 
demographic pressure alone increases, wage 
rates are most likely to fall subject to the 
minimum floor howsoever determined. But 
when the inequality of land distribution in¬ 
crease the supply of wage labour rises and 
so. (tpes demand. Hence the net outcome on 
rates and unemployment is indeter- 
' raiPite and would depend, to a luge extent, 
on the relative shifts in the position and 
slope of supply and demand curves. While 
all this complicates tracing the behaviour of 
wages uid unemployment, it does not vitiate 
the central proposition that for any giveii 
combiiution of structural features wage rate 
and unmployment ate negatively related. If 
the market wprks well wages simuld settle 
at the market clearing wage rate for any 
higher wage rate will leave some people 
unemployed. But the co-existence for high 
wages and unemployment shows that the 
market conditions do not quite confbna to 
this model. Minimum subsistence needs may 
be one such factor seuing the floor. 
However, as Sukhatme [1978) argua there 
Is no way of deflning objectively the 
minimum needs level itself, 'nierefore^ the 
variability in the level also makes it diffleuit 
to predict the exact relation between wage 
rate and unemployment. Barring these com¬ 
plications in general one should expect the 
ruling wage rate to move in step with the 
market clearing wage. 

So far we have assumed that agriculture 
is the only activity in rural ueas and that 
there are only two categories of labour, i e, 
family labour and wage labour. But even if 
these assumptions are dropped our basic 
framework is not materially affected. For 
example, variations in the magnitude of op¬ 
portunities for employment outside agricul- 
tUK can be viewed either as altering the posi¬ 
tion of the overall demand curve for wage 
labour or of the position of the supply curve 
for wage labour. Similarly the existence of 
a class of wage labourers who combine self- 
employment on owned land with wage 
employment can be viewed as the factors 
modifying the position and shape of the 
supply curve. Thus, these aspects of the real 
world situation qan be accommodated 
within the framework of supply-demand 
formulation. 

So far it has also been assumed that the 
market is an impersonal and neutral mecha¬ 
nism. This may not alvrays hold true; In faa 
in the rural labour market there is interac¬ 
tion between two unequals.' In a predomi¬ 


nantly agrarian econonqr, the oppcMtunitMS 
for ahernative non-agricultuial work for 
rural wage labour are so limited and the 
resources at their command are so meagre 
that they have to, perforce, seek employment 
with cultivators. Working as wage labour 
with cultivators is the sole or at any rate the 
major source of their income. Those who 
employ them, on the other hand, being bet¬ 
ter off in terms of income; wealth and power 
are not nearly as hard pressed. The 
employers are, therefore, much better placed 
to influence the terms at which labourers are 
employed. Some researchers have tried to 
capture it Iqr using such indices as relative 
numerical strength of workers and employers 
or proportion of socially under-privileged 
segments such as scheduled castes and 
scheduled tribes in the wage labour class. 
Thou^ not entirely satisfactory, we shall use 
proportion of agricultural labour in total 
rural agricultural workers as an index of 
their bargaining power (or weakness). 

Some large farmers hire attached lalwur 
and provide house sites and advance credit 
and other facilities to them. 1b the extent; 
these arrangements exist, these employers are 
usually able to get labour at cheaper rates, 
than other formers. The use of economic 
power of wei-off employers in certain cases 
leads to some kind of bmded labour. This 
segments the labour market into at least two 
distinct parts; one in which employers set 
their own terms and another in which forces 
of supply and demand determine the out¬ 
come. S^mentation of labour also divides 
the ranks of workers therdiy weakening thdr 
effort to organise trade unions to press for 
better terms. LalsouTers who are depoident 
on their employers for credit and house sites, 
fodder for their cattle or some other fringe 
benefits would be hesitant in joining trade 
union activities. Chances of unionisation are 
also less when workers are socially hetero¬ 
geneous. For example, it is sometimes sug¬ 
gested that when all wt^e labourers are 
scheduled castes and all scheduled castes are 
labourers, the prospects of their combining 
to advance their common interest are likely 
to be much greater than when the labourers 
are drawn from diverse caste groups. 

II 

The Model 

We have argued in the preceding 
paragraphs that despite some contradictions 
arising out of trade unionism and segmen¬ 
tation of the labour market supply and de¬ 
mand facton will determine the market 
clearing wage. The actual wage rate will Ire 
positively correlated with the market clearing 
rate; The greater the difference between the 
market clearing rate and the actual wage 
rate; for whatever reasoil, the higher will be 
unemployment among wage labourers. The 
market clearing wage is likely to be negative¬ 
ly related to factors which increase demand 
for labour such as growth of yield which in 
■ turn depends on the extent of irri^tion, use 
of fertilisers and proportion of area undar 


high ykJdlQg varhilw. jiaet n»M of Oeie 
facton are Bkeiy to be very highly comtecd 
to each other, putting them sepnntdy aaca- 
planatory variables would give riie to the 
problem of multi-coUincarity. Hence pro¬ 
ductivity per acre has been used as aenno- 
gate variifole for these difforent output - 
augmenting factors. Segmentation in the 
Idwur market is likely to depress the average 
wage rate However, the impact of the index 
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of iiMqiiaBty in lan^ioldinK diltributiba on 
wtge ratt^ u ftlKtdy discussed, is unpredlc- 
Ud>l6 These hypotheses can be expressed 
symboBcally as foUows: 


Let 


U , a unemployment prevailing among 
wage labour 
W actual wage rate 

W « market clearing wage rate 
S, » total supply of labour 
S. « supply of wage labour 
D, » demand for wage labour 
O - output per acre 
^Nk ~ segmentation in the 

labour market 

1 index of in^uality in the distribu¬ 
tion of landholdings 
E indn of idatTvc numerical strength 

of wage labour in total agricul¬ 
tural labourers. 


Then 

W 

W 


k 


Pn.. a “) 


= f, (W. 

. f, (S,. D J 
* n (S,. I. V) 

- f^ (S,. 1, cx W) 

Substituting (3) and (4) into (2) we get 


0 ) 

( 2 ) 

(3) 

(4) 


W =. f, (S., I. W. O) ... (5) 

Substituting (S) into (1) and expressing the 
function wholly in terms of exogenous 
variables we get 


W = (S,. I. O. U E) ... (6) 
Hiking log of both sides 


Log W=a-b, log S, + b, log 1+bj log O 
-b^ log U-bj log PNa-b* log E. 

District-wise average wage rate of casual 
agricultural labour ts derived from data col¬ 
lected through type survey and relates to the 
year 1975-1*76.’ Supply of total labour 
have been measured as number of workers 
per acre of cropped area. For this purpose 
total number of agricultural workers accor¬ 
ding to 1971 census for each district have 
been divided by the total cropped area of the 
respective district taken from Statistical 
Abstracts of Punjab and Haryana for the 
year 1973-76. Index of inequality in land- 
htrfding distribution have been calculated 
frdm Census of Landholdings for 1971-72 1 
for Punjab and Haryana.’ 

Output per acre figures have been arrived 
at by adding the output in rupee t«ms for 
each district of 12 nuqor crops, which cover 
more than 85 per cent of gross cropped area 
of Punjab as writ as Haryana and dividing 
it by the net area sown. The crops covered 
rice, jowar, bajra, maize, wheat, barley, 
gram, gnmndnut, oilseeds, sugarcane; potato 
and cotton. The district^ise estimates of 
persondays rate of unemployment (PIMJR) 
among c as ual labourers have been used as 
unemployment rate for the present pur¬ 
pose* Proportion of agricultural labourers 
in the total agricultural workers taken from 
1971-census have been taken as a (Hoxy fnr 
relative bargaining strength of agricultural 
workers. Proportion of non-scheduled castes 
among agrtoltural labourers have been 
taken as an Index of segmentation in the 
labottf market Our hypothesis is 


that the higher the atenl of segmenution 
in the labour market the less the chances of 
workers joining hands for thar common 
cause and hence lower the vrages. It is 
because of this reason that we expect a 
negative relationship between wage rate and 
index of segmentation in the labour market 


III 

Reaulta and Discuaaion 


We apect wage to be negativdy associated 
with Sj, U, Pj,^ and E and positively 
with O. The efto of I on wage rate is in¬ 
determinate and it can be ather way depen¬ 
ding upon the relative strength of its supply 
increasing and demand boosting effect. The 
estimated equation of inter-district cros.« 
section based on our model is given below: 
Log W » 0.308 -0.533 log 1.161 log I 
(.159) (2J87**) (2.547***) 


+ 0.357 log O - 0.033 log U 
(I.60I***) (0.504) 

- 0.400 log P„„ + 0.210 log E 
(3.403*) - (.867) 


R’ = .757 F = 7.807 


DF = 15 


*. •*, *** Indicate coefficients significant at 
:hc 1, 5 and 10 per cent level of 
significance respectively. 

Our model seems to perform quite well 
in terms of the proportion of variance in 
wages explained as 75 per cent variance in 
the wage rates is explain^ by it. All variables 
except E, i e, the proportion of agricultural 
labourers in total agricultural workers have 
the expected signs. The sign for the propor¬ 
tion of agricultural labour in total agricul¬ 
tural workers turns out to be positive and 
it is statistically insignificant Judged by the 
criterion of statistical significance, demo¬ 
graphic pressure on land and segmentation 
of labour market are dominant variables 
which tend to depress wage rates. On the 
other hand demand factors like productivi¬ 
ty of land and inequality in the ^stribution 
of landholdings are the important factors 
which tend to push up wage rate. The rate 
of unemployment, cxpretedly, has a negative 
relationship with wage rate but it is 
statistically insignificant. 

- The implications of our results afe worth 
noting. First of all it is clear that increased 
agricultural productivity does help In im- 
ptoving wage rates but more impor^t than 
this is the findibg that the demographic 
pressure on land and segmenution in the 
labour market significantly depressm wages. 
That means if wage rates of apicultural 
Ubouiert and hence their incomes and con- 
(fitions of living are to be improved, 
agricultural growth alone cannot do it. 
Population pressure on fond has to be reliev¬ 
ed and some people have to be moved out 
of agriculture and given productive jobs in 
ofiier sectors for btiming i^ut any subston- 
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rial increases In wages. Thus industrial 
development of an area' should go hand in 
hand with the agricidtural growth to 
rignificantly improve the economic lot of the 
poor. 

The second implication of our results is 
that other things remaining the same, the 
greater the homogeneity or sense of oneness 
among agricultural labourers, the belter the 
chances of their coming together and joining 
hands for the common causa Wc test^ only 
the impact of social heterogeneity or divi¬ 
sion among labourers and discowned that 
it has a significant negative impact on wage 
rata In orda to oveicomc thlA it Is impor¬ 
tant to bring about unity atnong the workers. 
This can ody be fostered Iqr making them 
doss conscious for which rural labour 
organisations and thdr leaders can play an 
important rola Thus our study poims to the 
important need for strengthening the labour 
organisations in rural areas in order to off¬ 
set the disadvantages created by sodal 
heterogeneity and labour market segmenta¬ 
tion. However, a word of caution is necessary 
here While wage rate appears to be quite 
sensitive to demand and supply factors this 
should not be interpreted that wages an 
being determined in a competitive market or 
marginal productivity determines the de¬ 
mand for labour. This ts because the ex¬ 
istence of involuntary unemployment and 
the phenomenon of labour-tying cannot be 
explained within the framework of marginal 
p^uctivity theory of wages. 

lb sum up, the analysis of district level 
data of Punjab and Haryana shows that de¬ 
mand and supply factors are, in fact, major 
determinants of wage rate Whereas produc¬ 
tivity of land and inequality in the distribu¬ 
tion of landholdings tend to push up wage 
rate, demographic pressure on land and 
segmentation in the labour market are domi¬ 
nant variables which tend to depress wage 
rates significantly. Thus, if wage rates «f 
agricultural labour and hence their incomes 
are-to be improved agricultural growth al^ 
cannot do it. Population on land has to be 
relieved to some extoit. The study also 
brings out the important role which rural 
labour organisations and their leaders can 
play in uniting the labourers as a class and 
getting them their due share in increased 
agricultural productivity. 

Notes 


1 See for example K Bardban 11977]; ‘Rural 
Employment, Wsges and Labour Markets in 
India—A Survey of Research', Economk md 
MUkel HkeAr/y, Vol 12, June 25, July 2 and 
Jidy 9. 

2 Dforkt-wise wage rates at well as unemploy- 
ment rates for casual labourers are estimated 
from a primary survey conducted in 1973-76 
for on ICSSR project mtitled. The Struc¬ 
ture of Income Distribution: A Study of the 
Impact of Creen Revolution in Pun^ and 
Haryana’ directed by O S Bhalla. The survey 
was conducted by the Bcoimmic and Sjathk 
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tical Offanisation of the two states along 
with 30th found of the NSS. Aftart from 
cultivating households the survey covered 
1,029 wage labour households spread over 
333 villages of Punjab and 484 wage labourer 
housdiolds from 329 villages of Haryana. 

3 Landholdings census flguies fen-1971-72 have 
been taken because 1976-77 census of land- 
holding was not conducted in Punjab. 

4 The persondays rate of unemployment 
(POUR) is defined as the tatio of unemploy¬ 
ment d^ per week (seeking or available for 
work) to the total labour supply, i e, work¬ 
ing plus seeking and or available days). 
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Marketable Surplus and Size-Classes 

of Holdings 

Manabendu Chaltopadhyay 
Ipsita Sen 

Tht marketable surplus of any subsistence crop depends on the availability of cultivated land under the crop 
Besides this, among the factors that permit the farmer to increase his marketable iurplus the most important 
one is his family size. If the family size is big, the marketable surplus will be relatively lower, even for the big-sized 
farms. Per capita availability of cultivated land among the larger farms is certainly higher compared to the smaller 
on^ but per capita availability of land under a specific crop need not be higher in the larger size groups than 
the smaller farms. The phenomenon of marketable surplus should be examined not in terms of size-clasts of 
holdings but with the acreage of individual crops separately against each size-class. 


THIS paper seeks to present some quan 
titative re^ts pertaining to the interrdations 
between marketable surplus and size-classes 
of holdings. The paper is divided into four 
parts. Part I reviews a few authors who have 
attempted to examine the relations between 
marketable surplus and farm size Part II 
discusses the nature of data used and 
methodology followed in this paper. Part III 
ptesents .some fresh results on the basis of 
a method ol our own. Part IV provides 
possible explanations of the phenomena in 
the light of the lesults obtained in our study. 

I 

R«*viiMv of Studies 

It may be mentioned at the very outset 
that there are two different concepts in this 
subject-^maiketable surplus’ and 'marketed 
surplus'. The marketable surplus refers to the 
amount net of .seeds, payments in kind, and 
consumption at source; whereas the marketed 
surplus refers to the amount actually taken 
to the market. The empirical literature on 
this subject does not often make this distinc¬ 
tion clear; the terms are used as inter¬ 
changeable. 

Dharm hiarain’s study [1961] on 
marketable surplus may be regarded as a 
pioneering one. He followed the deTinition 
of marketable surplus referred to above and 
found that marketable surplus as a propor¬ 
tion of output decreases with the increase 
in farm size upto the sizeiclpss of 10-13 acres 
after which it increases steadily. According 
to Narain, the holdings below IS acres con¬ 
tribute about S4.4 per cent of the total 
marketable surplus, a part of which may be 
called a distress surplus. He considered all 
agricuhuial produce for the year 1930-31 and 
the rund economy of India as a whole. 

Utsa Patnaik (1973], using the same con¬ 
cept of marketable surplus, observed that the 
pioportimi of output available for marketing 
is fairly low on the smallest holdings, and 
increases with farm size, the range being 
from 20 per cent on the smallest to 63 per 
cent on tte largest. Patnaik also considered 
the dl-India data covering all agricultural 
produce for the yw 196041 and for 1930-31. 

The Rndings of the AU-india Rusal Debt 


and Investment Survey 1961-62 by the 
Reserve Bank of India (RBI) are more or less 
the same in Patnaik’s study, though the 
classifleatioD adopted by RBI is based on 
value of assets which does not perfectly cor¬ 
respond with size^dassification of holdings. 

Following the dermition somewhat dif¬ 
ferent from the deRnition of marketable 
surplus discussed above, Rai Krishna II96S] 
undertook an analysis on marketable surplus 
function for a subsistence crop (rice or 
wheat) from available Indian cross-section 
data. According to Raj Krishna, all disposals 
other than family consumption are to be 
treated as the marketable surplus. Disposals 
other than consumption and sale, i e, reten¬ 
tions for seeds, payments in kind, etc, have 
not been included in his analysis due to lack 
of data. 

With this definition of marketable sur¬ 
plus he carried out a number of experiments 
with dau relating to villages in different 
regions of India and the main subsistence 
crop, wheat or rice. The results of his 
analysis revealed that in most cases there ex¬ 
ists a strong linear, and in some cases a 
strong non-linear, relation between the qu<tn- 
tity produced and the quantity sold by dif¬ 
ferent peasant families. From these Rndings, 
Rai Krishna concluded that “very poor 
villages with very low dispersion of income 
(or output or holding-size) are more likely 
to be characterised by a non-linear marketa¬ 
ble surplus function than other villages”. 

Another attempt at the measurement of 
marketable surplus has been made by Asoke 
Hati {19761- He used the component of net 
purchase by the farmers as the way of 
distinction between the marketed and 
marketable surplus. He deRned marketable 
surplus as the difference between the quan¬ 
tity actually marketed and the quantity 
repurchasea by the farmers during the same 
agricultural year. He carried out the exercise 
pertaining to a sample of ISO cultivating 
households distributed over 15 villages of the 
Hooghly district of West Bengal for paddy 
during the agricultural years 1970-73. He 
Rtted two non-linear equatioi» and grafted 
them into one. The resuh was revealing when 
it was presented graphically. The graph 
presented by Hati sham tirat there are three 


phases of movement of marketable surplus 
by form size groups. The Rrst phase 
representing the farm size 0.66 hecuue or less 
is at or below the zero line, i e, these 
households are forced to sell their produce 
only out of distress. So far as the holdings 
between 0.66 and 1.98 hectares are concern¬ 
ed, the curve flattens at about 3 per cent of 
marketable surplus, the effect of farm size 
on the marketable surplus function is prac¬ 
tically nil. For holdings above 1.98 hectares, 
the proportion of marketable surplus in¬ 
creases with the increase in faim sizn 

There is another micro level study done 
by M V Nadkarni [1980] in a millet region 
of Maharashtra. The study is based on farm 
management data from AhmednagtU' district 
for the years 1969-70 to 1971-72. The study 
relates to foodgrains as a whole and three 
important crops separately—jowar, bajra, 
and wheat. 

Nadkarni used three concepts m his study; 
(i) gross marketed surplus, which refers to 
the quantity actually marketed; (ii) net 
marketed surplus, which is the gross 
marketed surplus minus r^urchases’of 
foodgrains; (iii) marketable surplus, which 
is deRned as net available output minus con¬ 
sumption at source. Consumption refers to 
the actual quantities as recorded and not to 
any notional quantities. 

If one accepts these definitions, then 
Hati’s work should be considered to be deal¬ 
ing with the net marketed surplus as against 
the marketable surplus. 

Now considering the standard definition 
of market^ie surplus used by Nadkarni, his 
Rndings do not go against the Rndings of 
Hati.‘ Thus, Nadkarni finds that 
marketable surplus is n^ative for jowar and 
bajm and for total foodgrains in the smaflest 
two size-classes of below 2 hectares and 2 
to 4 hectares and in the case of jowar even 
for the next size-classes of 4 to 6 hectares. 
However, in the case of wheat the marketable 
surplus is positive for all the size-classes. 
This Rnding has tempted Nadkarni to sug¬ 
gest that the small farmers are obliged to sell 
superior grain (in this case, wheat) for pur¬ 
chasing rdatively inferior ones Oowai; bajra, 
etc) for consumption. 
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II 

Methodology and Data 

It may be mentioned that the earlier 
research on this aspect of market supply suf¬ 
fers from some limitations partly due to the 
concepts that have been followed and partly 
due to the nature of the data used in the 
calculation of marketable surplus. Most of 
the work for instance have been done 
without clarifying the concepts of marketed 
surplus and marketable surplus. In some 
eases marketable surplus has been defined 
in such a fashion that it in fact implies net 
marketed surplus. For example, Asoke Hati, 
as discussed earlier, emphasised the concept 
of netting to the very definition of marketa¬ 
ble surplus. But without considering the 
tomponents of retentions such as seeds, 
payments in kind, consumption at source, 
etc; only netting out of repurchases from the 
gross sale do not imply marketable surplus 
in the strict sense of the term. Similarly, 
without considering the retention com¬ 
ponents other than family consumption, as 
defined by Raj Krishna, cannot be treated 
as marketable surplus. This implies once 
again, the concept of net marketed surplus. 
Thus, net marketed surplus can be deHned 
in various ways and may be used to unders¬ 
tand the various aspects of marketed 
surplus. Each estimate relating to each 
aspect of marketed surplus has its own utility 
concerning different policy questions. But 
tiKSC estimates camiot be equated with the 
csdmate of marketable surplus. Estimates of 
marketable surplus seem to be necessary 
from the point of view of the sectoral 
distribution of foodgrains or for the forma¬ 
tion of procurement policy by the govern¬ 
ment for which estimates of gross or net 
marketed surplus have no direct relevance. 

Most of the studies on marketable surplus 
are based on Farm Management Survey 
(FMS) data of different regions in India. 
Dharm Narain is among the few who has 
used not only FMS data, but also the data 


from other sources, such as National Sample 
Survey data, data on All-India Rural Credit 
Survey, Agricultural Labour Enquiry 
Reporu, etc, to build up estimates of 
marketiAle surplus for different farm size 
groups. His definition is quite conristent but 
the results suffer from some nuqor limita¬ 
tions as discussed by Rudra [1982]. This has 
arisen due to the nature of the data and 
assumptions involved in the methods of his 
estimation. 

We know that farm managemern reports 
mainly provide data on output of crops and 
cost of cultivation of various types by farm 
size groups. The different componenu of 
retentions from gross output aa well as con¬ 
sumption of cereals at source are not 
generally provided ^ the I^rm Management 
Studies. Exception is, however, noticed in the 
case of West Bengal (Hooghly district) farm 
management reports for the years 1970-71 
to 1972-73, where the data on various com¬ 
ponents of retentions other than family con¬ 
sumption from gross output are available 
Thus, for the purpose of mtimation of 
marketable surplus and to examine the rela¬ 
tionship between farm size and marketable 
surplus. West Bengal data seem to be very 
useful although one has to find data for 


1.01 - 1.50 

1.05 

o.% 

1.51 - 2.00 

0.95 

0.25 

2.01 - 3.00 

1.07 

0.41 

3.01 - 4.00 

1.21 

0.50 

4.01 - 6.00 

2.12 

I.4I 

6.01 and above 

6.04 

5.35 

All classes 

0.57 

-0.13 


estimating fkmily consnmpitoR of coeali 
from other sources. For this purpose, most 
of the previous studies depended on data on 
consumption gathered by the NSS. But it is 
well known that NSS provides dau on the 
items of private consumption ly decile 
groups which do not exactly correspond to 
the farm size groups provided by FMS 
reports. If one intends to relate the private 
consumption figures of NSS with the size- 
classes of holdings of FMS, some assump¬ 
tions are naturally involved whidi are very 
often not qidte consistent with each other. 
This is exactly the problem faced by Dharm 
Narain as well as Utsa Phtnaik while 
estimating the marketable surplus in 
agriculture by farm size groups. 

However, in the absence of field levd data 
on private consumption by farm size groups, 
one has no option but to use the data from 
consumption enquiry of the NSS with cer¬ 
tain consistent and meaningful assumptions. 
Among those who used the family consump¬ 
tion as one of the components of retentions, 
are those who have used per capita con¬ 
sumption of cereals as a valid means for 
measuring consumption requirement of 
cereals of the family. But it may be noted 
that the data provided by the NSS indicata 


-0.79 

-15.74 

-32J29 

-18.68 

0.11 

2.02 

- 4.17 

0.96 

0.96 

2.04 

2.04 

5.83 

0.82 

5.73 

1.54 

4.94 

0.96 

6.16 

2.34 

5.51 

1.11 

6.SI 

2.70 

5.% 

2.03 

9.05 

6.23 

8.97. 

5.94 

n.79 

10.45 

11.60 

0.45 

4.22 

- 0.93 

3.37 


T\ni,n IB: Distribution of Marketable Surplus Per Person and Marketable Surplus Per 
Hectare by Size Group of Holdings in West Bengal; 1970-73 

(QntI per annum) 

Size Group M arketable Surplus Per Person Marketable Surplus Per Hectare 

Norm 1 Norm II Norm II Norm 1 Norm II Norm II 
(1) _ Q) (3> (4) (5) (6) (7) 

0.01 -0.50 -0.66 -1.36 

0.51 - 1.00 0.23 - 0.47 


Table !A: Distribution of Output (Rich), Retentions (Seeds and other Payments), Consumption Requirement. Sale and Marketabu 

Surplus by Size Group of Holdings in West Bengal: 1970-73 


(QntI pv annum) 


Size Group 

Output 

Retention 

Rice Avai- 

Rice Requirement Output for 

Output 

Marketable Surplus 

(in Hectare) 

of Rice 

Out of 

lable for 

Family Consumption 

Alre^y 

Norm I 

Norm 11 

Norm 111 



Seeds and 

Consum- 

Norm* 

Norm** 

Norm*** 

Sold in 






Payments 

ption and 

1 

II 

III 

the Market 







Sale 








(D 

(2) 

(3) 

(4) 

(3) 

(6) 

(7) 

(8) 

W 

(10) 

(«) 

0.01 - 0.50 

186.16 

5.35 

180.81 

400.72 

631.91 

441.83 

14.24 

-219.89 

-451.10 

-261.02 

0.S1 - 1.00 

395.72 

34.59 

361.13 

304.01 

479.40 

334.03 

46.16 

57.13 

-118J7 

27.U 

1.01 • 1.50 

299.13 

7.65 

291.48 

157.67 

248.64 

169.01 

33.81 

133.80 

42.84 

122.46 

1.51 - 2.00 

205.89 

4.13 

201.76 

112.78 

177.84 

125.10 

33.82 

88.97 

23.92 

76.65 

2.01 - 3.00 

599.49 

11.18 

598.31 

313.03 

493.63 

342.02 

85.67 

275.28 

104 AS 

246.29 

3.01 - 4.00 

276.57 

5.55 

271.02 

136.33 

214.98 

147.72 

60.73 

134.69 

56.04 

123.30 

4:01 - 6.00 

49.33 

5.67 

43.66 

16.06 

2S.33 

17.30 

15.07 

27.60 

18.33 

26J6 

'6.01 and above 

246.21 

14.91 

231.30 

38.18 

60.21 

41.23 

89.70 

193.12 

171.09 

190.05 

An classes 

2258.50 

89.03 

2179.47 

1478.78 

.2331.94 

1618.26 

378.20 

690.70 

-152 A7 

55IJ0 


Sale: * Norm I represents 52 per cent calorie requirement. 
** Norm 11 represents 82 per cent calorie requirement. 
*** Norm III represents average consumption of ricn 
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the ^ cMta aMiik^y of the goodi 
•gainst each expenditure dan and not the 
requirement f^urea Most of the studies haw 
failed to make this distinction. 

In view of these difneuities with the NSS 
data, we would like to avoid mechanical ap¬ 
plication of such dam. and yet fix the con- 
^ sumption requirement norms of different 
fhrm sin groups in some meaningful way. 
'R) achieve that we have used the following 
principles: 

i) As fhr as tlw medical norm is concern¬ 
ed. 52 p€T cent of the total calorie re- 
quiiem^ per person per day should 
come from the major food crop grown 
in the region. At far as West Bengal is 
concerned, the maior food crop of the 
people is rice and thus rice should pro¬ 
vide 52 per cent of the total calorie re¬ 
quirement per person per day. This is 
also true for other rice-growing regions 
of India. 

ii) As empirical experience shows that the 
rural people mc^y depend on the ma¬ 
jor food crop of the region to meet 
almost all the food needs of their 
families, this 32 per cent calorie require¬ 
ment norm can be extended up to 82 prr 
cent for the people living in the rural 
areas of the rice-growing regions. 

iii) As far as the consumption enquiry of the 
NSS is concerned,^ average quantity of 
rice consumed per person per month 
during 1970-71 by the rural people of 
three states in India, viz. Andhra 
Pradesh, Ihmil Nadu and West Bengal 
is 8.96 kg. 9.21 kg and 11.09 kg respec¬ 
tively. Considering these figures as re¬ 
quirement norms for the three states in 
India, it is possible to estimate the quan¬ 
tity of rice required for each farm size 
group per year for each state separately. 
Obviously, these estimates are at variance 
with the family size of each farm size 
group for each state. 

Again, for estimating the quantity of rke 
required for consumption by adopting the 
first two principles dheussed above; we con¬ 
sidered 2^ as the minimum calorie require¬ 
ment nmm per adult male per day. For every 
female and child the corresponding figures 
ue 2200 and 1800 respectively. Wb have ap- 
iriied these norms in the family composition 
figures available in the FMS reports against 
farm size groups. It has thus been possible 


to estimate the requirement of calorie for 
each size group separatdy tm each state 
under study. Again, considerirtg the calorie 
requirement norms for each member of the 
family against each farm size group, the re¬ 
quirement of rice per year for each farm size 
group has been computed.’ 

The following measure of marketable 
surplus has been taken in our analysis. Let 
be the quantity of rice available for 
corisumption and sale bf the ith class of 
holdings and d (j-U 2, 3, i e, the three 
norms of family consumption described 
above) be the quantity required for con¬ 
sumption of the ith class of holdings. Then 
a measure of marketable surplus would be: 


.!{ “ Qo - 

.!!> “a “ Qc. - 

rn) Mj, » Q„ - d„ 

We may now turn to discuss the nature of 

data’ that we have used and methods of 
analysis that we have followed in our 
analysis. 

For IKbsc Bengal, data on output of paddy 
in physical terms produced by different size- 
classes of holdings and the quantity of out¬ 
put used as seeds, kind payments, etc, are 
available in the FMS reports. Deducting the 
total amount of retentions from the total 
amount of paddy output, we can get the 
amount of paddy available for family con¬ 
sumption and sale for different farm size 
groups, in this connection, it may be noted 
that FMS reports provide data on paddy (as 
against rice) production in the case of West 
Bengal and Andhra Pradesh, but on rice in 
the case of Ihmil Nadu. Thus to make these 
figures comparable in rice terms, we have 
used a conversion factor where 100 kg of 
paddy is treated as equal to 62 kg of rice. 


Data on retentions with respect to seed 
a^ other payments by farm size groups are 
directly available from FMS reports in the 
case of West Bengal. But for the other two 
states, detailed information on different 
components of retentions by farm size 
groups are not available. In these cases, we 
have estimated the figures either oa the basis 
of Vibst Bengal data or on the basis of the 
pooled data available in the FMS reports 
under study.’ 

Most of the results that we shall discuss 
below are based on tests of significance for 
the regre.v$ion coefficients of linear regres¬ 
sion fits in two variables in the following 
forms; 

Y u, + P, X, 

and ^ ‘*2 \ 

where V represents the per capita marketable 
surplus, Xj (i*l, 2, 3) represents the 
average farm size, per capita farm size; and 
per capita land cultivated under a specillc 
crop. 

It may be noted that our analysis is based 
on grouped data taken from Farm Manage^ 
ment Survey reports. Naturally, our obser¬ 
vations arc not subjected to assume direct, 
linear form such as Y, » « + px^, where 
Y, represents the per capita marketable 
surplus and X, represents the per capita 
landholding of the same households. For 
this reason, wc have used the same linear 
form but interpreted it in three differmt 
ways. 

Thus, wc have considered three indepen¬ 
dent variables, viz. average farm size of each 
landholding class (X,), per capita opera¬ 
tional holding in size-classes (X 2 ), and per 


Table 2B; Distribution or M arkeiable Surpixis Per Person and Marketabi f. Surplus Pex 
Hectare by Size Group of HoliunciS in Andhra Pradesh; 1968-69 

(Qntt per annum) 


Size Group 

Marketable Surplus Per Person 

Marketable Surplus Per Hectare. 


Norm 1 

Norm 11 

Norm Ill 

Norm 1 

Norm II 

Norm 111 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

Below 1.62 

-0.54 

-1.25 

-0.38 

- 11.11 

-25.83 

-7.77 

1.63 - 3.23 

-0.23 

-0.89 

-0.09 

- 3.02 

-12.22 

-1.25 

3.24 - 6.07 

0.75 

0.04 

0.89 

5.05 

0.29 

6.04 

6.08 - 11.33 

0.30 

-0.40 

0.45 

2.57 

- 3.35 

3.71 

11.34 and above 

2.13 

1.38 

2.34 

8.47 

5.52 

9.31 

All classes 

0.63 

-0.10 

0.78 

4.39 

- 0.73 

5.51 


Table 2A: DisTainuTioN of-Ouput (Rice), Retentions (Seeds and other Payments), Consumption RrQuiREMENT and Marketable Surplus 

BY Size Group of Holdinos in Andhra Praoesh: 1968-69 


(QntI per annum) 


Sire Qroup 

Output 

Retentions 

Rice Avail- 

Rice Required for Family Consumption 

Marketable Surplus 


(in Hectare) 

of Rice 

Out of Seeds 

able for 

Norm I 

Norm II 

Norm III 

Norm 1 

Norm il Norm Ill 



and Other 

(^nsumption 









Paymenu 

and Sale 







(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

Bdow 1.62 

41.61 

1.72 

39.89 

70.66 

111.42 

61.40 

-30.78 

-71.54 

-21.52 

1.63-3.23 

106.16 

3.50 

1(0.66 

126.83 

200.00 

112.62 

-24.16 

-97.67 

- 9.95 

3.24-6.07 

333J6 

8.30 

325.06 

X>1.68 

318.04 

J77.41 

123.38 

7.02 

147.^ 

PM • 11.33 

3474)6 

8.19 

338 J7 

270.95 

42707 

239.65 

67.92 

-88.40 

98.22 

IU4 and above 

461.47 

1419 

44708 

168.53 

265.76 

141.00 

278.74 

181.51 

306.27 

Aldanre 

1289.66 

35.90 

1253.76 

838.65 

1322.49 

732.08 

415.10 

-69,08 

520.67 
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capita iand cidtiwied for thjs ciop conridmd 
(paddy/rice) in each atze<laas (X,). Aa far¬ 
es is concerned, we have accounted for 
the numbter of forming households in each 
size-clus of holdings and also the number 
of family memben belonging to each size- 
dass and modified the above mentioned 
form as follows; 

y, » o + /J ^ , where y, be the per 

"i 

capita marketable surplus, X, be the farm 
du of the ith farming household and n be 
tlw family size for the same householo. 
That is, y, n, « tf n, -► /} X, 
or, /y, =« tt n, p X, 

' Here Y, represents the total marketable 
' surplus of the ith household. 

Now; assuming m. be the numbr of 
forming households in the kth farm size 
group, we have, 

ff (n, nj + ... + Oj) 


^ P (X| + 1- ... X|^) 


or, Yj = « Uj -I- p X^ 

or, ~ < a f 5-^ 

"k "k 

(dividing both sides by n,,) 
or, y^ * « -I- p 


forma in the kth farm size group. Tbiit, the 
equMion would be 
Y^JIB; *= 

we have presented the results in llfole 5. 
Another testing using the same linear form, 
but interpreting Y as the per capita 

marketable surplus per hectare (i e, has 

been carried out (Ihble 6) to have a proper 
appreciation of the results presented in 
Ihble S. 

We have also carried out rank corrdation 
tests between the variables described above 
in order to avoid assumptions made in the 
regression analysis and yet examine the 
validity of the rdationships in terms of both 
the methods. The results of rank correlation 
tests have been presented in IhbleV. W; may 
now turn to a discussion of these results. 

Ill 

The Results 

We shall start by taking a look at the 
results presented in Ihbles lA and IB for the 
region of West Bengal. It U seen that except 
for smaller form size groups, marketable 
surplus per hectare of all other groups are 
positive for all the norms considered and it 
increases with the increase in farm size 
groups. Marketable surplus shown in per 
capita terms also provide similar relation¬ 
ship. Further, Ihble 1A shows that the quan¬ 
tity of rice sold in the market by the different 
size-classes of holdings are always positive. 
This implies that the smaller size-classes of 
holdings which have a negative marketable 
surplus sell the commodity out of distress. 


Coming nbw to the dmia presented in 
Ikbles 2A ai^ 2B fortM region of Amfoa 
Pradesh, it is seen that markettfole suri^us 
per hectare increases with the increase in 
form size groups except for the smaller ones 
for which marketable surplus is negative. A 
similar pattern is discerned in the case of per 
csqiita marketable surplus ilgures except fm 
the third norm for which it is seen that 
markettble surplus is negative for the larger 
size holdings as well, inddence of negative 
markeuble surplus it so strong that overall 
per capiu marketable surplus in this region 
seems to be negative. Thus, incidence of 
n^ative marketifok surplus in this region 
cannot be fully equated vrith the pheno¬ 
menon of distress sale Laiger farms possibly 
sell the commodity not out of their distress 
but to meet up their carii needs for purchas¬ 
ing superior food commodities tlmmgh sell¬ 
ing out rice 

Data on Tamil Nadu presented in 
Ikbles 3A and 3B give some interesting 
results. Whatever the family consumption 
norms we adopt, marketable surplus is 
found to be positive in all the cases for all 
the size groups. As a matter of fact, in the 
case of Ikmii Nadu, per hectare marketable 
surplus decreases with the increases in form 
size and there is no incidence of negative 
marketable surplus for any size-classes of 
holdings. 

Thus, the data analysed separately for the 
three regions of India give three distinct pic¬ 
tures of marketable surplus. In the case of 
West Bengal, distress sale of rice among the 
smaller farms is pervasive; in the case of An¬ 
dhra Pradesh, the phenomenon of distress 
sale as well as negative marketable surplus 


Thus, for the second determining variable 
(X]), we have used average per capita 
opazttional holding as independent variable; 
i^bere average per capita marketable surplus 
of the corresponding group as the 
dependent one. 

A statistical point we would like to make 
here is about the problem of heieroscadasti- 
city arising from such kind of grouped data, 
lb avoid the problem of heteroscadasticity, 
we have used the weighted least square 
method. Thus, instead of taking the form 
Y|| ■ » -f we have regressed on 
Xyjn^, where m^ represents the number of 


Tabll- 3B: Distribution or Marketable Surpijus Per Person and Marketable Surplus Per 
Hectare by Size Group of Holdings for Tamil Nadu 

(QntI per annum) 


Size Group 

Marketable Surplus Per Person 

Marketable Surplus Per Hectare 


Norm I 

Normll 

Norm III 

Norm i 

Norm II 

Norm 111 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

0.01 - 2.03 

2.43 

1.74 

2.54 

23.13 

16.49 

24.13 

2.04 - 3.34 

7.12 

6.39 

7.30 

29.13 

26.12 

29.83 

3.35 - 5.66 

9.62 

8.89 

9.78 

29.71 

27.46 

30.21 

5.67 - 10.52 

14.80 

14.07 

14.95 

31.10 

29.57 

31.42 

10.53 and above 

8.82 

8.10 

8.95 

28.20 

25.91 

28.63 

All classes 

8.75 

8.02 

8.89 

29.33 

26.91 

29.82 


Table 3A; Distribution of Ouput (Rice), Retentions (Seeds and other Payments), Consumption Requirement and Marketable Surplus 

BY Size Croup of Holdings in Tamil Nadu: 1970-71 


((^t! per annum) 


Size Croup 

Output 
of Rice 

Retention 
Out of Seed 
and Other 
Riyments 

Rice Avail- 
lable for 
Consumption 
and Sale 

Rice Required for Family Consumption 


Marketable Surplus 

Norm I 

Norm n 

Norm lit 

l^orm 1 

Norm n 

Norm III 

(1) 

(2) 

(3) 

(4) 

(5) 

(«) 

(7) 

(8) 

(») 

(10) 

6.01 • 2.03 

292.10 

5.68 

286.42 

95.16 

150.05 

86.85 

191.26 

136.37 

199.37 

104 - 3.34 

719.52 

13.89 

705.63 

107 

169.17 

92.84 

398.35 

536.46 

6U.79 

3.35 • 5.66 

919.36 

21.27 

898.09 

104.42 

164.66 

91.18 

793.67 

73343 

806.91 

5.67 • 10.02 

1499.01 

31.05 

1467.96 

115.12 

181.54 

101.04 

135244 

1286.42 

1366.92 

102)3 and ^ve 

912.97 

17.02 

895.95, 

110.41 

174.10 

98.43 

785.54 

721.85 

797.50 

All classes 

4342.96 

88.91 

4254.05 

532.39 

. 839.52 

407.36 

372I;66 

341443 

3783.i» 







in ^ ttgton U prominentt Md in tlw ewe 
of IhinU Nadu perhipt the phenonumon of 
(Sitrest Hde b abient and the Hnall fanners 
seem to be the primary source of marketable 
surplus of rice in this region. One thing that 
we may conclude is that implications of 
marketable surplus functions for any sub- 
kistence crop vary from one region to 
another, and it is misguiding to treat these 
w if th^ are the same everywhere. 

We shdl now present some results of ap- 
{dication of rank corrdation tests to 
hypotheses regarding the increasing tendency 
regard to size of marketable surplus per 
hectare of rice as well as other factors which 
mqr be useful to explitin the behaviour of 
marketable surplus per hectare. 

It is found from col (2) of Table 4 that one 
cantrot discover any tendency of rtrarketable 
surplus per hectare increasing with farm size 
in the case of Tkmil Nadu. In this case, the 
rank correlation coefficient is negative and 
non-signiHcant. But for the other two 
regions, i e, for West Bengal and Andhra 
Pndesh, the rank correlation coefficients are 
significant and positive. Thus, for rice, 
marketeble surplus per hectare increases 
with the increase in farm size only for two 
regions w against three. The same pattern 
is diKerned for the different measures of 
marketable surplus presented in cols (3) to 
(6) in the same table and we need not any 
further paraphrase the table. 

It is. however, interesting to note from the 
same table that, when it comes to per capita 
landholding under the specific crop, there 
are strong indicatioiu that per capita 
marketable surplus goes up with the increase 
in cropped area. Thus, taking the results 
togethv, we have to draw the conclusion that 
marketable surplus per hectare increasing 
with farm size, holds true for some regions 
of India, but not true for all the regions. On 
the other hand, marketable surplus per per¬ 
son increasing with the cropp^ area does 
hold true for subsistence crop for all the 
regions under study and this may be treated 
as an important criterion for determining the 
volume of marketable surplus in the rice¬ 
growing regions of India. 

We now turn to results pertaining to the 
tests of significance f^r the regression coef¬ 
ficient of simple lineaii^ regression fits in two 
variables described Iblow to confirm the 
findings of our studr in all possible ways. 
We have jnesented tmee sets of linear equa- 
ticMU for eadi regionf under study in Ihble 5. 
For all the equations, y represents the per 
capha markeuble surplus and X,, Xj, Xj 
for riiree different equations represenu 
average farm size^ per capita form size and 
per c^ta land activated unda paddy/rice 
respaoively. The tesuhs are striking; for aU 
thengionaunderstudy,theregicssioncoef- 
tldenu fnr the third equation are turning out 
as Regresi^ coeffideots for the 

other two equations are also significant but 
corrtiation coefficient is conskfenUy hitler 
in the case of X, than X, and X,. These 
Hfidiiig« bear very dose rescmblanGeto the 
flodngs of rank condatUm tott presented 
inW^d. 


Table 4; Rank Cokkelation CoErnciENT sSTweEN MAnaatAaLB Suaruis and Some Inmcaiom 

OF Pakm Economy - 


Stsie and _ Rank Conslatwn Cceffidsai Bstweea _ 

Agricultural Marketidsle Marketable Marketable Marketable Marketable MarkitaMe 

Surplus Per Surplus Per Surplus Per Surplus Surplus Per Surplus Per 



Hectare 

Capita 

Hecuie 

Capita 

Capita 

Capita 


and Fbrm 

and Farm 

and Output 

and Output 

and Per 

and Per 


Size 

Size 

Per 

Per 

CaNta 

Capita 




Hectare 

Hecure 

Land- 

Land- 






holdiqg 

hdding 
under Rice 

(1) 

(2) 

(3) 

(4) 

(3) 

(6) 

(7) 

Andhra Pradesh 
I96g-69 

0.90** 

0.90** 

0.00 

0.00 

0.90** 

1 .00* 

Ihmil Nadu 1970-71 

-0.70 

0.70 

0.00 

-o.«o 

0.70 

1 .00* 

West Bengal 1970-73 

0.93* 

0.9S* 

0.69** 

0.64** 

0.95* 

0.93* 


Notes: Ibsts have been carried out by following the figures of marketable surplus based on 32 
per cent consumption norm. 

* I per cent significant in the positive tail area. 

** 3 per cent significant in the positive tail area. 


Table 3: Estimaied Reckession EcHtATioNs whf.be Maeketable Suamis (Y) was Rbobesseo 
ON Farm Size (X,), Per Capita Farm Size (Xj), ano Per Capita Land ^ltivateo under 
Paddy Rice (X,) Separafelv for Three Different Regions 


State and Agricultural War 

(1) 

Estimated Equation 

(2) 

Standard 

Error of p 

(3) 

r 

(4) 

Andhra Pradesh; 1968-69 

i) Y 

= -0.61 + 0.17* X, 

0.03 

0.87 


li) Y 

- 0.30 + 1.27* Xj 

0.23 

0.87 


iii) Y 

= -1.27 + 13.42* Xj 

1.98 

o.n 

Tamil Nadu: 1970-71 

i) Y 

= 3.31 + 0.5* X, 

0.07 

0J7 


it) Y 

= 4.g2 + 3.92* Xj 

0.36 

OJI 


iii) Y 

= -0.92 + 32.48* Xj 

0.22 

0.91 

tWst Bengal; 1970-73 

i)Y 

-0.63 + 0.79* X, 

0.02 

0.92 


ii)Y 

« -1.02 + 10.56* Xj 

0.20 

a99 


iU) Y 

» -1.26 -F 13.78* X, 

0.27 

1.00 


, Note. * 1$ is significant at 3 per cent level. 


Table 6; Estimated Regression Equations where Per Capita Marketable Sutpun Per 
Hectare ( Y/X) was Regressed on Farm Size OCX Per Capita Farm Size (Xj). and Per C aftta 
■ Land Cultivated under Paddv/Rice (X,) Separatelv for Three Diffebent Regions 


State and Agricultural Year 

Estimated Equation 

Suudard 

Error of p 

r 

(1) 


(2) 

(3) 

(4) 

Andhra Pradesh: 1968-69 


-0.33 0.04 X, 

0.10 

0.62 


“4j* 

-1.75 -F 1.78* Xj 

0.32 

0.66 



-10.48 -F 84.20* X, 

24.61 

0.86 

Ikmii Nadu; 1970-71 

oir 

2.82 - 0.13* X, 

0.03 

0.93 


■"I- 

15.00 - 4.48* Xj 

1.32 

0.89 


-22.02 + 2IJ7* Xj 

0 J8 

0.82 

West Bengal: 1970-73 


0.52 -F 0.24 X, 

0.18 

0.48 


ii)V - 
% 

-3.46 -F 24.94* X, 

isn 

0.60 



-4.79 -F 43.63* 3Cj 

18.56 

0.69 


.Note. * ^ it lignifkiam at 3 per cent levd. 


ii^'TlfSjrt 'Trrr'r^f Wtshfy ^ 
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fit ta/Xher tefting, using the tmme lioeMr 
forms, but intopfeting Y as the per capiu 
nurketable (urpius per hectare^ we get more 
or lest the limilar results discussed above 
(Ibble 6). That is, by and latge, per capita 
marketable surplus of rice per hectare has 
a strong dependoice on per cafuu land 
cultivated under paddy/ricc; 

Mfe may now conclude that for any sub¬ 
sistence crop such as paddy, wheat, etc, the 
marketaUe surplus of each crop depends on 
the per capita availability of acreage under 
each crop and not the net or gross cultivated 
area for the all crops as a whole. 

IV 

Explanations 

Our foregoing analysis suggests that 
maricetable surplus of any subsistence crop 
depends on the availability of cultivated land 
under the crop. Besides this, among the fac¬ 
tors that permits the farmer to increase his 
marketable surplus the most important onc^ 
of course, is his family size. If family size 
is big, the quantity of food crops to be 
consumed by the family members v/iil be 
relatively higher and in that case marketable 
surplus will be relatively lower even in the 
big-sized farms. It is indeed surprising that 
earlier authors hold that marketable surplus 
goes up with the increase in farm size either 
for subsistence crop or for all the crops as 
a whole. As such, there is no basis what¬ 
soever for establishing such kind of 
relationship. 

Per capita availability of cultivated land 
among the larger farms is certainly higher 
compared to the smidler ones, but per capita 
availability of land under a specific crop 
need not te higher in the larger size groups 
than the smaller farms. For example, larger 
farms very often can nuke a choice to 
allocate a greater amount of land for such 
enms which ^ve relatively much return with 
respect to price arul yield. Thus, they prefer 
to choose such conunercial crops, viz, 
potato, jute^ cotton, etc, with greater inten¬ 
sity for higher return. Small fanners, on the 
other hand, have no such kind of choice for 
the very nature of their hoidings and there¬ 
fore try to cultivate the whole amount of ' 
land for the main subsistence crop only like 
rice or wheat to meet their consumption 
needs. As such, even after all the efforts a 
small farmer is not always able to meet his 
minimum coiuumption needs from his ntiall 
piece of land. A part of the main crop is very 
/ often sold in the market to meet his 
minimum cash needs. 

Thus, empirical reality permits us to 
examine the phenomenon of marketable 
surplus not in terms of size-classes of 
holdings but with the acreage of individual 
. crops separately against each size-class. Tins 
exercise should not be treated as merdy one 
of academic interest, the exercise should be 
of fundamenul significance from the pt^nt 
' of view of economic and price policies and 
'.hence of politics. 

MSh 


Notn 

1 However the negative resulte revealed by Hati 
are based on non-linear functional form, 
whereas, the same result has come out in 
Nsdkarni’s study on the basis of linear huic- 
tional form. 

2 We used the data on Consumer Expenditure 
of the NSS Report of 27th round (vide 
references), which covers roughly the-same 
period as considered in our study. 

3 It it known to us that coiuumption of 1 kg 
of rice gives 3,430 calorie and thus following 
the calorie requiiemem .norms for each 
member of the family against each farm-size 
group, the requirement of rice per year for 
each farm-size group can be obtained. 

4 For Wut Bengal we have used dau from the 
Studies in Economics of Farm Management 
(Hooghly district) (vide references) for the 
three years IP70-71 to 1972-73. For Andhra 
Pradesh (Cuddapah district), and Tkmil 
Nadu (Coimbatore) the data were collected 
for the years 1968-d9 and 1970-71 (vide 
references) respectively. For Andhra Pradesh 
the data covered 148 villages in Cuddapah 
district, 96 of which cultivated paddy (ir¬ 
rigated). Area under unirrigated paddy is 
nominal (only 2.26 hectare; cultivated by the 
size-class 3.2^.07 hectares). We have con¬ 
sidered only irrigated paddy in our study. 

5 For Andhra Pradesh, on an avenge; I.SS per 
cent of the total output are used as seeds for 
all the size-classes as a whole; For West 
Bengal the corresponding figure is 3.1 per 
cent of total output, whereas I per cent of 
total output is retained for other purposes 
(e g. payment made in kind and for mis¬ 
cellaneous purposes). Considering the pro¬ 
portion of retentions in case of seeds, the 
same proposition can be used to obtain 
figures of retentions under other payments 
in kind for which data are not avaiteble in 
case of Andhra Pradesh. The similar techni¬ 
que has been applied for Dimil Nadu also 
to have figures of retentions. 
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Effective Incentives and Subsidies for 
Groundnut Cultivators in India 

Ashok Gulati 

This paper quantifies region-specific effective incentives for groundnut during the 1980s by estimating the nominal 
protection confidents (NPCsf, effective protection coefficients (EPCs) and effective subsidy coefficients (ESCsJ, 
under importable and exportable hypotheses. The estimated results suggest that groundnut cultivators in India 
have been net ’subsidised'. Given short-term and long-term projections of world prices of groundnut (oil and 
meals), which are likely to remain depressed at around 1986 levels, it appears that degree of ’protection’ will remain 
sufficiently high for Indian groundnut cultivators in the coming years. Even if one adjusts for premium onfordgn 
exchange and one estimates ’adjusted’ ESCs, which would be very close to cost benefit iruiicatorssuch as domestic 
tesoufce cost (DRC), the situation is not likely to change. The new set of’adjusted’ESCs, when viewed from 
comparative advantage point, would indicate that groundnut is neither an efficient import substitute nor an efficient 
exportable commodity. It would also suggest that investment programmes to expand production of groundnut 


would yield low economic rates of 

OILSEEDS production contributes about 
7.S per cent to the total value of crop out¬ 
put in the country, groundnut alone accoun¬ 
ting for about 60 per cent of oilseeds pro¬ 
duction. Increasing demand foi edible oils 
(at the rate of about 3.5 to 4 per cent per 
annum) coupled with erratic supply beha¬ 
viour of oilseeds, has resulted in mounting 
pressure on imports and thereby scarce 
foreign e.xchange. More than one-third of 
edible oil consumption is being imponeil 
with an import bill touching R$ 10 billion 
(1987-88). Widening demand-supply im¬ 
balance in edible oils has evoked govern¬ 
ment's growing concein for oilseeds 
economy. Consequently, National Oilseeds 
Developm'ent Project (NODP) was initiated 
in 1984-85: National Agricultural Co¬ 
operative Marketing Federation (NAFED) 
svas designated as the nodal agency for 
undertaking price support operations in 
respect of oilseeds for a period of live years 
beginning 1985-86 season; the Technology 
Mission on Oilseeds (TMO) comprising of 
four micro-missions was launched in 1986.' 

Against this background, it would be in¬ 
teresting to ettplore the structure of effective 
incentives as it prevailed in the oilseeds 
economy of India during 1980s, and the 
shape it is likely to take with increasing 
government intervention in this sector. To 
begin with, groundnut—the predominant 
crop of Indian oilseeds crop-complex—is 
picked up for this purpose. Incentives to 
groundnut cultivators are measured by adop¬ 
ting standard methodology in this respect.^ 
Accordingly, this study estimates three 
variants of protection coefficients—nominal 
protection coefficients (NPCs), effective pro¬ 
tection coefficienu (EPCs) and efibetive sub¬ 
sidy coeflicients (ESCs)—for groundnut 
under importable and exportable hypotheses 
during 1980. 

Section I of this paper provides a brief 
sketch of the groundnut economy. Section 
II estimates NPCs of groundnut while sec¬ 
tion III calculates NPCs of its tradeable in- 
putt which are adjusted to derive EPCs. Sec¬ 
tion IV is devoted to the estimation of ESCs 


return. 

of groundnut. Finally, section V contains 
some concluding observations based on the 
results derived in preceding sections. 

I 

Groundnut Economy 

India is by far the largest producer of 
groundnuts in the world (33.57 per cent), 
followed by China (22.27 per cent) and the 
US (8.73 per cent).’ W»t Africa, which was 
traditionally an important groundnut pro¬ 
ducing region, witnessed significant cut¬ 
backs primarily because of repeated 
droughts, diseases, as well as other factors 
including domcstjc*price policies that did not 
allow farmers to obtain the full advantage 
of world prices.* 

Groundnut is mainly traded in the form 
of oil and meals in the international market, 
and very small proportion as groundnut 
kernels. The major market for groundnut 
(oil) remains Europe, particularly France, 
Italy, Federal Republic of Germany, Belgium, 
the Netherlands and the United Kingdom, 
which together account for about 90 per cent 
of world imports of groundnut (oil).’ 

India has been a traditional exporter of 
handpicked select (HPS) groundnuts to 
European countries and the USSR. Exports 
of HPS groundnut were canalised in 
November 1974 through an agency of private 
traders—Indian Oil and Produce Exporters 
Association (lOPEA). During mid-seventies, 
exports reached as high as 113 thousand ton¬ 
nes in 1975-76 and 123 thousand tonnes in 
1976-77. And significantly enough, about 80 
per cent of these exports were to the general 
currency area and only 20 per cent to rupee 
payment countries of eastern Europe and 
U^R. In 1977-78, however, the government 
banned exports of HPS groundnuts and 
from 1978-79 (with effect from December 29, 
1978) onwards, its exports were canalised 
through an apex co-operative marketing 
agency-r-NAFED Exports were to take plate 
in accordance with the export-quota releas¬ 
ed by government (ministry of commerce) 


from time to time: A regime of regulation 
and restrictions had set in HPS groundnut 
exports. But during the next couple of years 
exports fell sharply and got heavily skewed* 
in favour of the rupee payment aretL For ex¬ 
ample, in 1981-82, NAPEO could not export 
Hl% groundnutt to general currency area. 
The entire exports of HPS groundnut in 
1981-82 went to a single country of the rupee 
payment area, namely the USSR. This hap¬ 
pened despite the faa that Gujarat State ^ 
port Corporation was also given an export- 
quota in 1981-82. In an effort to revive the 
HPS groundnut exports especially to general- 
currency area, and perhaps also to give an 
opportunity to private traders who were 
holding NAFED solely responsible for this 
dismal performance,* government allowed 
private trade and co-operatives to participate 
in exports from 1982-83 onwards. But 
nothing substantial came out of this change 
of policy primarily due to the unfavourable 
price ratio at home and in the international 
market. During 1983-84 and 1984-85 the 
export-quotas fixed for different agenci.s. 
were as follows—NAFED: 27,500 tonnes; 
Grofed: 10,000 tonnes and private trade: 
72,500 tonnes. It should, however, be noted 
that private traders were allowed to export 
only as associate shippers on first-cum- first 
served basis against contracts backed by 100 
per cent irrevocable letters of credit to be 
registered with NAFED.’ 

The emergence of such a reiativHy restric¬ 
tive export policy regime was in fact caused 
by the growing deficit of edible oils at home; 
which had already pushed the domestic price 
of groundnut much higher than its interna¬ 
tional price. As a result the exports of 
groundnut fell much below even the export- 
quotas (targets). For example; during 1980-81. 
to 1984-85, on an average, the actual exports 
of HPS groundnut from India were only 
32,000 tonnes as against an export-quota of 
about 85,000 tonnes. There were other fac¬ 
tors too behind this substantial reduction in 
exports compared to the situation in the 
mid-seventies. China emerged as an aggres¬ 
sive seller in the world market of HPS 



3Mgkly DgottBber 24-31;, IW 


A-157 



. groundnuts since 1980-81, making it stiffer 
for India to compete on the price front. 
Besides, and perhaps quite an important fac¬ 
tor responsible for the sudden decline in 
India's exports of HPS groundnut was the 
presence of high degree of aflatoxin.* The 
importing countries like the UK, Germany, 
Japan, Yugoslavia, the Netherlands, Switzer¬ 
land, etc, were insisting on aflatoxin free 
delivery of HPS groundnut, which India was 
' not able to fulfil as it could develop in 
various stages including voyage. In conse¬ 
quence, India’s share in world exports of 
groundnut slidcd from 12.8 per cent during 
mid-seventies (average of 1975 and 1976) to 
<15 per cent (average of 1984 and 1985) 
within a decade, despite being the largest 
producer of groundnut in the world. The US 

- and China controlled about 56.9 per cent of 
world exports of groundnut (average of 1984 

. and 1985). 

From 1986-87 onwards, government 
decanaliscd the export.s of HPS groundnuts 
with a hope for their revival. Exports of 
. groundnut are now allowed under OCL-3 
against contracts registered with Agriculural 
■Products Exports Development Authority 
(APEDA), and a public notice (dated 
January 27,1987) was issued to this effect. 

. But nothing significant could be achieved as 
• die international prices were ruling quite low. 
It has been suggested that in order to boost 
HPS groundnut exports, the exporters may 
be given replenishment (RF.P) licences for 
' imports of oilseeds. REP scheme is con¬ 
sidered better than the Cash Compensatory 
; Scheme (CCS) as REP is self-compensatory 
' in tBe sense that if the local raw material 
prices go up, REP value would also go up, 
and the exporter will automatically stand 
compensated.* 

Annexqre 1 records the temporal beha¬ 
viour of HPS groundnut exports during 
1974-75 to 1985-86. It may be noted that 
during 1982-83 to 1985-86, when NAFED 
and associate shippers both were in the ex¬ 
port business, the unit value realisation was 
higher in exports by NAFED than by asso¬ 
ciate shippers, except in 1984-85. 

On the domestic production front, ground¬ 
nut is the second most important cash crop 
(next to cotton) with 4.1 per cent of the gross 
cropped area (1982-83). Of the nine major 
oilseeds, groundnut predominates accoun¬ 
ting for as much as S3 per cent of oilseeds 
production and 40 per cent of area. Dur¬ 
ing 1967-68 to 1984-85, groundnut produc¬ 
tion increased at an annual rate of growth 
of 1.29 per cent. The Seventh Plan aims at 
boosting groundnut production from the 
assumed base level of 7.30 million tonnes in 
. 1984-85 to 9.37 million tonnes by 1989-90, 
implying a growth rate of 5.11 per cent per 
annum. In order to achieve this ambitious 
target, the government initiated NODP in 
-1984-85 by reorienting and integrating the 

- Yxsiting centrally sponsored scheme and two 
'^apedal projeas on groundnut and soyabean, 
.besides a number of other similar steps. 

; Under this new project (NODP), groundnut 
;'ls to be offemi intensive treatment in 


efujarat, Andhra Pradesh, Thmil Nadu, 
Orissa and Maharashtra. The main focus is 
to increase the groundnut area during 
rabi/summer season, which provides much 
higher yields." But groundnut cultivation 
being largely iinirrigated (85 per cent area), 
still remains a gamble in rainfall. It ex¬ 
periences wide gyrations in yields, produc¬ 
tion and thereby prices,affecting adverse¬ 
ly farmers’ incentives to apply modern in¬ 
puts. Government! had been appointing 
NAFED as a procuring agency for ground¬ 
nuts responsible to provide an effeictive 
floorAupport price to the cultivators almost 
on ad hoc basis since 1976-77. It is only in 
1985-86 that NAFED is appointed as a 
nodal agency for price support operations 
for the Seventh Five-Year Plan (1985-86 to 
1989-90). , 

India produces a large number of ground¬ 
nut varieties, of which about 29 improved 
varieties are grown on a large scale. These 
varieties arc normally categorised into three 
groups: (a) .bunch (Spanish/Valencia). 

(b) semi-spreading (Virginia bunch) and 

(c) spreading (Virginia runner). Gujarat, 
which is the most dominant groundnut pro¬ 
ducing state, basically grows spreading- 
varieties (like Punjab-1 which is spreading 
Spanish and M-13, GAUG-lO both of which 
are Virginia runners). Ihmil Nadu grows 
mainly bunch varieties (TVM-2.6, 8.9, II, 
12 and POL-l, POUl), while Andhra 
Pradesh grows a mixture of all these. For ex¬ 
port purposes, however, they are all classified 
primarily into two groups ; (a) HPS kernels, 
bold and (b) H PS kernelsyowo type. In bold 
variety, usually the count is 55-60 kernels per 
ounce while in jawa variety it is between 
75-80 kernels per ounce. 


Among^ dlifr«ient states In India. <3u* 
jaiot. Andhra Pradesh and Ihinil Nadu ora 
the major producen of groundnut accoun¬ 
ting for more than 62 per cent of produc¬ 
tion as wdl as area. Within these states also, 
^oundnut cultivation is heavily concen¬ 
trated in a few districts. It is interesting to 
obrarve that seven districts in the country 
together account for about 31 per cent of 
total groundnut area (four of these disiricis 
are in Gujarat, two in Andhra Pradesh and 
one in Ihmil Nadu). Although groundnut is 
cultivated both during kharif and rabi 
seasons, share of kharif crop in total pro¬ 
duction remains predominant. It is 73 per 
cent at all India level and varies between 66 
per cent in Ikmil Nadu to 83 per cent in 
Gujarat (triennium average ending 1984- 85). 
For state-wise growth performance of 
groundnut (area, production and yield) for 
the pre- and post-green revolution period one 
may see Ninan (1987]. 

The pattern of market arrivals of ground¬ 
nut differs from state to state. In Gujarat, 
where share of kharif groundnut is over¬ 
whelming, arrivals are heaviest in the first 
quarter of post-harvest period (October- 
December), while in Andhra Pradesh and 
particularly Tkmil Nadu, the seasonal How 
of market arrivals is relatively more spread 
out over the entire year. 

Groundnut is marketed through various 
trade channels; village traders, outside 
traders operating in the village during post- 
harvest season, commission agents in regu¬ 
lated markets, oil millers and co-opmtive 
agencies. Not much information is available 
about the share of different trade channels 
in total purchases of groundnut from the 
farmers. The scattered evidence shows that 
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private tiad* continues to be the donftnam 
channel and link between farmers and oil 
millers [Modak, 1986}. Lately efforts have 
been m^e to provide alternative marketing 
channels in the form of co-operative 
societies specially meant for oilseeds. The 
initiation of the National Oilseeds Project 
under the National Dairy Development 
Board (NDDB) in 1979 was a major step in 
this difMtion. Under this project state level 
co-operative federations of oilseed growers 
have been set up in seven states, viz, Gujarat, 
Andhra Pradesh, Tkmii Nadu, Maharashtra, 
Karnataka, Orissa and Madhya Pradesh. 
These state level federations have furtbei set 
up village level co-operatives of oilseeds 
growers. Their role in terms of procuring 
agency has been so far quite limited (36,336 
tonnes in case of groundnut in 1985-86). 
This is because of (a) the market prices nor¬ 
mally rule above official .support prices and 
(b) the purchases of oilseeds by co-operative 
federations arc limited to their requirements 
for the oil plants owned by them. Thus, their 
share in the total groundnut market is likely 
to remain limited so long as most of the oil 
mills are in the private .sector. 

Legally, the futures trading in groundnui:> 
is banned since l%5. but illegally it still con¬ 
tinues in Rajkot, though at a reduced scale 
and with greater risk,” 

II 

Nominal Protortion f^os'fficients 
(NPCs) of Groundnut 

NPC of groundnut (with shell) is defined 
as a ratio of domestic price to international 
reference price. It is estimated under impor¬ 
table and exportable hypoihc.sc.s for three 
different states in India—Gujarat,- Andhra 
Pradesh and Tamil Nadu, which together ac¬ 
count for more than 60 per cent of all-India 
groundnut production. Importable hypo¬ 
thesis presumes that India will be importing 
groundnut (kernels) from the US and the 
point of competition would be the port city 
in the west (Kandla) or in the south 
(Madras). The international reference price 
this hypothesis, thus, would be calculate by 
adjusting the fob price of groundnut at the 
US port by adding insurance and maritime 
freight from the US to the relevant Indian 
port and then deducting domestic transport 
costs, marketing and trading margins from 
the Indian port to the specific region. The 
resulting reference price would be compared 
with the domestic price which the fanner ac¬ 
tually 8bts. And this comparison would 
render NPCs of groundnut. 

The results so obtained (Table I) reveal 
that weighted average NPCs of groundnut 
fluctuated between 1.06 in 1980-81 to 2.05 
in 1986-87, with an average at 1.50 for the 
seven year period, 1980-81 to 1986-87. Across 
states, incentive structures did not appear to 
be tignificantly different. The lowest NPC 
was for Gujarat (1.47) and highest for Ihmil 
Nadu (t 53) with Andhra Pradesh falling in 
between <I.S0). 


Under exportable hypothesis tto prmump- 
tion is that Indian groundhut emnpetes with 
US groundnut in Europe (Rotterdam), which 
is the world’s biggest market for gmundnuts. 
Since competition takes place in Europe, 
estimation of referenee price entails deduc¬ 
ting shipping cost, domestic marketing costs 
and trading margins etc, from the cif price 
at Rotterdam. 

The resulting set of NPCs (Thble 1) in¬ 
dicates a high level of incentives with a 
weighted average NPC being 1.91 for the 
period 1980-81 to 1986-87, although it fluc¬ 
tuated between 1.25 in 1980-81 to 2.87 in 
1986-87. The level of incentives, thus, was 
.significantly higher under exportable hypo¬ 
thesis than that estimated under importable 
hypothesis, primarily due to differences in 
the treatment accorded to transport and 
oth^r associated costs in calculating refer¬ 
ence prices. Since these costs form a signifi¬ 
cant proportion of reference prices, the 
method of their treatment has a noticeable 
impact on final estimates of NPCs. Like 
under importable hypothesis, ranking of 
states on incentive scale remains similar with 
Tamil Nadu at top (NPC = 1.95), followed 
by Andhm Pradesh (NPC = l.9t) and 
Gujarat (NPC = 1.87). 

it may be remarked here that domestic 
prices which farmers received have been ap¬ 
proximated by month end wholesale prices 


in the mi^ markets of relevant states. The. 
prices have been averaged over those months 
that account for bulk of market arrivals in 
the relevant state. 

Ill 

Effective Protection Coefficients 
(EPCs) of Groundnut 

EPC is defined as ratio of value added at 
domestic prices to value added at reference 
prices, where value added is calculated as the 
difference between gross value of output ^ 
tradeable inputs. SymboUcally, 

EPC^ - VA^/VA' (1) 



NPC, NPC„ 


Where, 

EPC, * Effective Protection Coefficient 
of groundnut. 

VA'* = Value added at domestic prices^ 
= Pj - TIJ 

domestic pii«.e of groundnuts 

TI|| » domestic price of all tradeable 
inputs required to produce one 


Tabi e I; Nominal Protection Coefficients of Groundnut (With Shell) 


Hypothesis/States 

1980-81 

1981-82 

1982-83 

1983-84 1984-85 

1985-86 1986-87 Average 

Importable Hypothesis 

Gujarat 

1.09 

1.39 

1.63 

1.56 

1.40 

1.55 

1.69 

1.47 


(0.49) 

(0.46) 

(0.40) 

(0.38) 

(0.41) 

(0.15) 

(0.35) 

(0.38) 

Andhra Pradesh 

1.02 

1.36 

1.64 

1.31 

1.40 

1.52 

2.23 

1.50 


(0.28) 

(0.29) 

(0.34) 

(0.39) 

(0.33) 

(0.45) 

(0.36) 

<0JS) 

Tamil Nadu 

1.05 

1.35 

1.74 

1.41 

1.40 

1.52 

2.25 

1.53 


(0.23) 

(0.25) 

(0.26) 

(0.22) 

(0.26) 

(0.40) 

(0.29) 

(0.27) 

Weighted Average 

1.06 

1.37 

1.66 

1.41 

1.40 

1.53 

2.05 

1.50 

Exportable Hypothesis 

Gujarat 

1.31 

1.73 

1.99 

1.86 

1.76 

2.05 

2.37 

1.87 

. 

(0.48) 

(0.46) 

(0.39) 

(0.38) 

(0.41) 

(0.15) 

(0.35) 

(0.37) 

Andhra Pradesh 

1.18 

1.72 

2.00 

1.54 

1.76 

2.02 

3.12 

1.91 


(0.29) 

(0.29) 

(0.35) 

(0.39) 

(0.32) 

(0.45) 

(0.36) 

(0.35) 

Tkmil Nadu 

1.21 

1.70 

2.11 

1.67 

1.77 

2.02 

3.15 

1.95 


(0.23) 

(0.25) 

(0.26) 

(0.23) 

(0.27) 

(0.40) 

(0.29) 

(0J28) 

flighted Average 

1.25 

1.72 

2.03 

1.69 

1.76 

2.03 

2.87 

1.91 


Note. Figures in parentheses are value weights derived by working out relative share of each 
state in total groundnut production valued at international (reference) prices. 


Table 2: Effective Protection Coefficients of Groundnut (With Sheli) 


Hypothesis/Staies 1980-81 1981-82 1982-83 1983-84 1984-85 1985-86 1986-87 Average 


Importable Hypothesis 


Gujarat 

1.14 

1.51 

1.78 

1.67 

1.52 

1.70 

1.84 

1.59 

Andhra Pradesh 

1.04 

1.40 

1.69 

1.34 

1.45 

1.57 

2.29 

1.54 

Thmil Nadu 

1.06 

1.36 

1.76 

1.42 

1.42 

1.54 

2.28 

1.55 

Weighted average 
Exportable Hypothesis 

1.09 

1.44 

1.74 

1.47 

1.47 

1.58 

2.13 

1.56 

Gujarat 

1.61 

2.27 

2.59 

2.21 

2.24 

2.76 

3.37 

2.48 

Andhra Pradesh 

U8 

1.99 

2.25 

1.67 

1.98 

2.34 

3.54 

2.15 

Ihmil Nadu 

1.27 

1.86 

2.45 

1.76 

1.91 

2.22 

3.43 

2.13 

Weighted average 

1.44 

2.09 

2.44 

1.90 

2.07 

2.36 

3.45 

2.26 


Note. V^hts are the same as in 'bble I. 
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unit of groundnuts. 

VA' a value added at international 
reference prices 

p* T!'* 

NPC, NPCt, 

NPCj = Nominal Protection Coefficient 
of groundnut 

NPCj, a Nominal Protection Coefficient 
of IVadeable Inputs (weighted 
average) that go to produce one 
unit of output (groundnut). 


The relations in equation (2) clearly in¬ 
dicate that estimation of EPC^ involve 
calculating NPCs of groundnut and its 
tradeable inputs. While NPCs of groundnut 
'have been estimated in section II, NPCs of 
tradeable inputs requires detailed break-up 
of input structures of groundnut in relevant 
states. Annexure 2 presents these input struc¬ 
tures for Gujarat, Andhra Pradesh and 
. Dunil Nadu. They have been averaged over 
three years (1981-82 to 1983-84) to bring 
idwut stability in input-output relations. The 
teput structures reveal that major tradeable 
ftputs of groundnut are seeds, fertilisers and 
iniwhine labour. While the NPCs of seeds 
are approximated by NPCs of groundnut 
itsdf (due to lack of any information an in¬ 
ternational prices of groundnut seeds), the 
NPCs of fertilisers (N, P and K) and 
machine labour are estimated at national 
levels.'* The NPCs of tradeable inputs so 
obtained and approximated at state levels 
have been averaged by using their value 
swifts, that tenws weighted average NPCs 
of all tradeable inputs that go to produce 
one unit of output. These NPCs and NPCs 
of groundnut derived in Ihble 1, are plugged 
in equation (2) to render EPCs of groundnut 
under importable and exportable hypotheses 
Clhble 2). 

The EPCs of groundnut, on an average, 
turn but to be higher than their correspon¬ 
ding NPCs. This is because NPCs of their 
tradeable inputs generally remained below 
NPCs of groundnut. The weighted average 
EPCs of groundnut fluctuated between 1.09 
in 1980-81 and 2.13 in 1986-87, with an 
average at I.S6, under importable hypo¬ 
thesis. There seems to have occurred sharp 
increases in EPCs during 1981-82, 1982-83 
and again in 1986-87, primarily due to steep 
fall in international prices during these years. 
Across states, however, the differences in 
EPCs were not very significant. But interes¬ 
tingly, now Gujarat turns out with highest 
level of incentives (EPC * 1.59), followed 
by Ihmil Nadu (1.SS) and Andhra Pradesh 
(1.S4). Under exportable hypothesis, how- 
. ever, inter-state differences in incentives in- 
- crease with Gujarat having average EPC of 
2AS, followed 1^ Andhra Pradesh (2.1S) and 
Dunil Nadu (2.13); the weighted average 
EPC of three states being at 2.26 (Ihble 2). 
The spread of weighted average EPCs in¬ 
creases from 1.44 in 1980-81 to 3.45 in 
1986-87. 


IV 

Effective Subsidy Coefficients 
(ESCb) of Groundnut. 

The ESCs of groundnut are obtained by 
. adding in the numerator of equation (2), 
subsidies on non- tradeable inputs like irriga¬ 
tion (canal), electricity and credit on per 
quintal (of groundnut) basis. While irriga¬ 
tion and electricity subsidies are basic^iy 
defined as the difference between their 
respective resource costs (including interest 
and depreciation on capital invested) and 
revenue receipts, credit subsidy is deemed to 
compose of interest subsidy and default sub¬ 
sidy. Interest subsidy is estimated as the dif¬ 
ference in rates of interest being charged by 
financial institutions from agriculture and 
retail trade (4.5 per cent), and default sub¬ 
sidy as 40 per cent of those loans which have 
a default history of more than three years.'* 

It may, however, be remarked that in case 
of irrigation where resource cost includes 10 
per cent charge on capital invested on major 
and medium irrigation schemes (8.44 per 
cent as interest cost and 1.56 per cent as 
depreciation), subsidy is allocated across dif¬ 
ferent crops on the basis of their water 
weights (i e, relative irrigation water require¬ 
ments). This phenomenon of relative irriga¬ 
tion water requirements is automatically 
taken care of in case of electricity subsidy. 


where deetricity consumption b eiledaMd 
as specific -to each crop gnd it primarily 
based on their rdaiive watm- requhemenit. 
Credit subsidy is allocated across diffeient 
crops on the basis of their value productivity 
i e, a high value crop will have relatively 
more credit subsidy (on per quintal basis) 
than a low value crop. The underlying 
assumption is that credit subsidy is tame for 
all crops on per unit of value added basis 
i t, on every rupee originating through crop 
output. 

These subsidies on non-tradeabte inputs, 
so derived, for selected states over seven 
years (1980-81 to 1986-87) are presented in 
Ihble 3. It may be noted that these subudies 
on per quintal (of groundnut) basis turn out 
to be highest in Dunil Nadu, despite high 
yields of groundnut in that state: Subsidies 
are much kmr in Gujani, where groundnut 
is largely unirrigated. except in 198S-86. 
High subsidy in 1985-86 in Gujarat stems 
from extremely low yields of groundnut due 
to crop failure in that year. 

By adding these subadies in the numerator 
of equation (2), state and year-wise, one 
obtains ESCs under importable and expor¬ 
table hypotheses. ESCs are obviously higher 
than their corresponding EPCs. Under im¬ 
portable hypothesis, e g, weighted average 
ESC is 1.71, although it has increased from 
1.20 in 1980-81 to.2.32 in 1986-87. There is 


Table 3; Subsioif-s on Non Tradeable Inputs of Groundnut 

(Rs/q) 


Stete 

Input 

Subsidy 

1980-81 

1981-82 

1982-83 

1983-84 

1984-85 

1983-86 

1986-87 

Gujarat 

IS 

5.19 

4.40 

7.49 

6.18 

7.43 

24.68 

9.49 


ES 

0.16 

0.06 

0.19 

0.15 

0.25 

0.92 

0.29 


CS 

5.87 

6.34 

8.16 

8.30 

8.25 

16.04 

15.45 


TS 

11.22 

10.80 

15.84 

14.83 

15.93 

41.64 

23.23 

Andhra Pradesh 

IS 

34.70 

23.32 

30.90 

22.75 

31.49 

30.01 

28.08 


ES 

0.38 

0.34 

0.61 

0.60 

0.84 

0.79 

0.88 


CS 

7.28 

6.63 

8.03 

8.37 

11.00 

12.39 

16.50 


TS 

42.36 

30.29 

39.54 

31.72 

43.33 

43.39 

43.46 

Dunil Nadu 

IS 

27.46 

19.53 

25.69 

23.61 

23.81 

19J4 

23.63 


ES 

1.01 

I.OI 

1.98 

2.05 

1,79 

1.79 

2.15 


CTi 

10.48 

9.85 

22.13 

17.75 

20.35 

20.94 

27.67 


TS 

38.93 

30.39 

49.80 

43.41 

45.95 

42J7 

S3A5 


Noter. A very high IS in Gujarat during 1985-86 results due to an abnormally sharp decline 
in groundnut yield in Gujarat. 

IS s Irrigation Subsidy; ES = Electricity Subsidy; CS ^ Credit Subsidy; TS •> D>tal 
Subsidy. 


Table 4: Effective Subsidy Coefficients of Groundnut (With Shell) 


Hypothesis/States 1980-81 1981-82 1982-83 1983-84 1984-85 1985-86 1986-87 Avenge 


Importable Hypothesis 


Gujarat 

1.20 

1.57 

1.89 

1.74 

1.59 

1.91 

1.98 

1.70 

Andhra Pradesh 

1.20 

I.S6 

\.n 

1.47 

1.62 

1.76 

2.50 

1.72 

Dunil Nadu 

1.19 

1.51 

2.02 

1.5t 

1.39 

1.71 

2.51 

1,73 

Wrighted average 
Exportable Hypothesis 

1.2h 

1.55 

1.93 

1.58 

1.60 

1.76 

132 

1.71 

Gujarat 

1.69 

2.36 

2.75 

2.30 

2.33 

3.10 

3.64 

160 

Andhra Pradesh 

1 . 4 ; 

2.20 

2.55 

1.83 

2.40 

2.62 

3.W 

2.42 

DimO Nadu 

1.43 

2.06 

2.81 

1.96 

ZIS 

2.47 

3.71 

138 

Wrighted average 

1.57 

IM 

2.69 

2.04 

2.31 

Z63 

3.76 

147 


Note: Wrights are lire same as 'in Dd||e 1. 
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hudtjr ukf biter^tate diffenwoes in the level 
of inoeativiM. The lowest nVem^ ESC of 
OnJant being 1.70 and the highest of Uunil 
Nadu bong 1.73. Under exportable hypo¬ 
thecs, however, the ranking of states reverses 
with Gujarat at the top (ESC « 2.60), 
foUowed by Andhra Pradesh (ESC 2.42) 
and Ihinil Nadu (ESC - 2.3«). This hap¬ 
pens due to differences in transportation 
costs and other associathd expenses, which 
require a different adjustment under expor¬ 
ted hypothesis than under importable one. 

Concluding Rcnuoita and Future 
Outlook 

What do the estimated results of NPCs, 
EPCs and ESCs reveal mid what impUcatioas 
do they have for agricultural price and/or 
trade policy? It may be recalled that under 
importable hypothesis, estimates of NPCs, 
Ercs and ESCs remained above unity for 
all the years under consideration and for all 
rdevant states analysed in this study. This 
clearly indicates that groundnut cultivators 
in Imtia have been net ‘subsidised* (dr pro¬ 
tected). The level of effective incentives as 
revealed by weighted ESCs has been suffi¬ 


ciently high and has gone up over the years 
from 1.20 in 1980-61 to 2.32 in 1986-87, with 
mi average at 1.71. it may be noted that dur¬ 
ing 1986-87 there has bem a sudden upward 
jump in ESC primarily due to a sharp 
decline in international prices of groundnut 
oil and meals, which affect the price of 
groundnut kernels. The world price of 
groundnut oil at I98S constant US dollars, 
for example, dropped from S 905/MT in 
198S to S 481/MT in 1986 and further to 
$382/MT in 1987 (Thble 5). The year 
1987-88 was that of a severe drought in India 
and groundnut was one of the crops most 
affected, which resulted in a sharp increase 
of its domestic price. This implies that ESC 
in 1987-88 would be even higher than what 
prevailed in 1986-87. The short-term projec¬ 
tions (upto 1990) of world price of ground¬ 
nut oil indicate that the prices will remain 
depressed between 1986 and 1987 levels. And 
even the long-term projections (upto 20 (X) 
AD) indicate that world prices of groundnut 
oil are not likely to recover to their 1985 
levels. Given this type of future scenario, it 
is very clear that Indian groundnut culti¬ 
vators will remain net ‘subsidised’ in the 
coming years. The degree of net ‘subsidisa¬ 
tion’ is likely to increase given an increas¬ 


TABLt 5: Tempobai. Behaviour of Protection Coetficie-ntj, (Weighted Avi race) 


funiculars 

1980-81 1981-82 

1982-83 1983-84 1984 85 

1985-86 1986-87 Average 

Importable Hypothesis 
NPCs 

1.06 

1.37 

1.66 

1.41 

1.40 

1.53 

2.05 

1.50 

EPCs 

1.09 

1.44 

1.74 

1.47 

1.47 

1.58 

2.13 

1..56 

ESCs 

1.20 

1.55 

1.93 

1.58 

1.60 

1.76 

2.32 

1.71 

Exportable Hypothesis 

1. NPCs 

1.25 

1.72 

2.03 

1.69 

1.76 

2.03 

2.87 

1.9i 

Z EPCs 

1.44 

2.09 

2.44 

1.90 

2.07 

2.36 

3.45 

2.26 

3. ESCs 

1.57 

2.24 

2.69 

2.04 

2.31 

2.63 

3.76 

1.47 







Short-term 

Projection 

Long-Run 


1980 

1981 1982 

1983 1984 

•1985 

1986 1987 

1988 1989 1990 1995 2000 

International Prices of 
Groundnut OiP 

824 

995 566 

706 1027 

905 

481 382 

390 425 

430 

589 530 

Groundnut Meal* 

(*at I9BS constant $/MT, 
df Roterdam) 

230 

227 183 

199 189 

143 

139 124 

132 137 

137 

144 140 


Sounr. Half Yearly Revision of Commodity Price Forecasts, January IPSH, International Com¬ 
modity Markets l^vision. International Economics Department, The World Bank (for 
international prices of groundnut oil and meals). 


Table 6: Regional Dispersion of Effective Incentivfs for Groundnut CuiriVAroRs 
(Average 1986-81 it> 1986-87) 


Hypothesii/Protection 

CMfficient 

Gujarat 

Andhra Pradesh 

Tkmil Nadu 

Weighted 

Average 

Importable Hypothesis 

NPCs 

i.47 

1.50 

1.53 

1.50 

EPCs 

1.59 

1.S4 

1 .55 

1.56 

ESCs 

1.70 

1.72 

1.73 

I.7I 

Index of ESCs 

(WUghted AV-IOO) 

99.41 

100.58 

101.17 

100.0 

Exportable Hypothesis 

NPCs 

1.87 

1.91 

1.95 

1.91 

EPCs 

Z48 

2.15 

2.13 

2.26 

Esa 

2.60 

2 AZ 

2.38 

2.47 

ladexof ESCs 

(WUghted AV-lOO) 

10S.26 

97.97 

96.36 

100.00 


ing emphasis on oilseeds at home under the 
Technology Mission on Oilseeds, which 
seeks to extend more incentives to cultivators 
of oilseeds, including groundnut. This situa¬ 
tion of net ‘subsidy’, would remain in ex¬ 
istence even if one adjusts the estimates of 
protection coefficients by attaching a pre¬ 
mium on foreign exchange (shadow pricing). 
The adjusted ESCs, so derived after using 
a shadow exchange rate (about 25 per cent 
higher than official exchange rate), however, 
would indicate that groundnut is neither an 
efficient import substitute nor an efficient 
exportable commodity, as the ESCs under 
exportable hypothesis are even higher than 
those under importable hypothesis. It also 
implies that investment programmes to ex¬ 
pand production of groundnuts in India, 
cither with a view to achieve self- sufficien¬ 
cy in edible oils (as Ihchnology Mission on 
Oilseeds aims at) or to promote peanut ex¬ 
ports, would provide low economic rate of-, 
return. Unless an explicit and very high 
weight is attached to the objective of self- 
sufficiency in groundnut (or oilseeds crop 
complex) within an overall framework of 
social benefit-cost analysis, the benefit-cost 
ratio is not likely to be favourable. However, 
at this juncture one tends to think that even 
if self-sufficiency has to be achieved in 
oilseeds crop-complex, it should be attain¬ 
ed through least-DRC combination. It im¬ 
plies that ESCs of other oilseeds may also 
be computed and compared so that a least- 
cost cropping pattern for oilseeds can be 
worked out. 

In this context it may be pointed out that 
sometimes it is argued that the estimates of 
ESCs (or even DRCs) are static in nature and 
therelore do not provide any guidance for 
future policy options. Thb argument is often 
raised in Indian context where Ihchnology 
Mission on Oilseeds is aiming at restructing 
the oilseeds economy by upgrading techno¬ 
logy in oilseeds from cropping stage (seeds) 
to proces-siiig and storing etc. In this regard, 
it may be noted that an element of dyna¬ 
mism would automatically enter our analysis 
if protection coefficients are used as three 
to five yearly moving averages. This 
necessitates that such estimates (ESCs or 
DRCs) be calculated on a continuous basis 
as only then any inventions/innovations in 
.seeds etc, resulting in higher yields, couk) be 
captured. However, in Indian case where 
about 85 per cent of area under oilseeds is 
unirrigated, prospects of making groundnut 
an economically efficient crop seem blurred 
unless a 'miracle' seed is invented for dry 
farming areas. Attempts to substitute this 
crop (or for that matter other oilseeds too) 
for other crops that are relatively more effi¬ 
cient (such as cotton, rice or wheat), are 
feared to run counter to the principal of 
comparative advantage. 

[An earlier version of this paper was presented 
in a seminar delivered I 9 die author in National 
Dairy Development Board (NDDB), Anand. I 
am thankful to various panicipants, parti¬ 
cularly Prusthi. M L Jhala and O C for 
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. stimulating discussion on the subject. I also had 
the benefit of interacting with DP Sharma, 
P K Nagarand \fenugopal. \%liiable comments 
from Garry Purscii, Iteith Oblitas and Our- 
charan Kalkat are duly acknowledged.] 
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Annexure 1: Exports of HPS Groundnuts from India (1974-75 to 1985-86) 


Financial 

\kar 

Quantity 
(’000 tonnes) 

Value 

(Rs million) 

Unit Value Export Quota Remarks 

(RsAonnes) ('000 tonnes) 

1974-75 

55.72 

255.64 

4588 


1974-75 to 1977-78, 

1975-76 

112.80 

498.37 

4418 


y period of canalisation 

1976-77 

122.81 

594.00 

4837 


through lOPEA 

1977-78 

4.76 

8.10 

1702 

„ 


1978-79 

4.45 

28.84 

6473 

25 

1978-79 to 1981-82, 

1979-80 

23.12 

135.78 

5873 

50 

^ period of canalisation 

1980-81 

58.29 

531.02 

9110 

50 

^ through NAFED 

1981-82 

16.56 

181.58 

10965 

55 J 


1982-83 

32.62 

309.41 

9485 

100 ' 



(13.74) 

(136.91) 

(9964) 




/18.88/ 

/P2.50/ 

/9I37/ 








1982-83 to 1985-86, 






period of canalitsaiion 

1983-84 

24.71 

221.15 

8950 

100 

through NAFED, but 


(5.60) 

(50.78) 

(9068) 


[ private trade also 


/19.n/ 

/170.37/ 

/89I5/ 


allowed to export as 

1984-85 

27.80 

236.93 

8523 

110 

associate shippers. 


(5.36) 

(45.01) 

(8397) 




/22.44/ 

/191.92/ 

/8353/ 



1985-86 

9.97 

83.80 

8405 




(2.65) 

(22.30) 

(8415) 




/7.32/ 

/61.50/ 

/8402/ 



1986-87 





(986-87 exports 


decanalised 


Note: Figures in parenthesis relate to those of NAFEd and within slashes of Associate shippers. 


Annexture 2: Input Structure of Groundnut (Selected States) 
(Average of 1981-82 to 1983-84) 


(Percentage 



Cost Item 

Gujarat 

Andhra Pradesh 

Ihmil Nadu 


1 Human labour 

19.85 

21.90 

19.63 

P- 

2 Bullock labour 

11.79 

10.43 

6.72 


3 Machine labour 

3.11 

0.19 

0.74 

% 

4Seed 

19.65 

20.02 

23.10 

S' 

5 Fertiliser 

8.30 

5.26 

2.56 


6 Manure 

4.81 

3.78 

1.21 


7 Insecticide 

1.59 

0.20 

0.29 

% 

8 Irrigation 

3.52 

1.59 

6.57 

k 

9 Interest on working capital 

215 

1.82 

1.76 

10 Rental value of owned land 

17.60 

29.36 

25.42 

V, 

11 Rent paid for leased inland 

1.00 

— 

1.01 

c 

S.- 

12 Land revenue and taxes 

0.27 

0.23 

0.25 

t- 

13 Depredation on implements 
and farm builthtigs 

0.93 

1.35 

0.91 


14 Interest on fixed capital 

5.42 

3.86 

9.83 


IS Ibta) cost 

lOOJN) 

100.00 

100.00 


(Rs) 

(3317.04) 

(2619.81) 

(3530.29) 


16 Tbtal value of output 
(main plus by product, Rs) 

3665.07 

2583.38 

3884.90 

i 

17 ridd (Q/ha) 

7.22 

6.72 

11.21 


Stume, Comprehend Study for the Oat of Cultivatkm of Principal Crops bt India, Directorate 

of Economics and Statistics, Ministry of Agriculture. 
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Small Farmers and Commodity Market 

An Analysis of Market Participation and Price Discrimination 

K N Ninan 

This paper analyses the marketing activities of small farmers in relation to other classes of farmers with the 
help of farm-level data in Kerala, The nature and extent ofparticipation by smalt farmers in the commodity market 
as sellers and also other related issues like the question of distress sales are the focus of analysis. There is’an 
attempt to find whether there is price bias in favour of any particular class of farmers who come to the market 
to sell their produce and whether these price advantages/disadvantages are specific to particular crops or choice 
of market outlets. The study finds no conclusive evidence to support the view that small farmers are paid less 
for their produce than those offered to big farmers or that there is any conscious and deliberate attempt at price 
discrimination against them in the commodity market, h further notes that price differentials across size-clashes 
were smaller when the market outlet was a co-operative as against an agent. 


Introduction 

THE traditional view of the small farmer 
as someone exogenous to the market system 
is no longo- accepted. Oh the contrary there 
is growing recognition that he too is an active 
participant in the market process not merely 
as a buyer of commodities but also as a 
seller. The nature and extent of his involve¬ 
ment in the market process and also the 
gains accruing to him differ from that of 
other categories of farmers. In what follows 
we have tried to examine the following: 

(1) What U the nature and extent of parti¬ 
cipation by small farmers in the commodity 
market, particularly as sellers of agricultural 
commodities, as compared to other groups 
of farmers? Are their marketing activities 
restricted to only some particular crops or 
all crops. If so, which and why? 

(2) Are small farmers able to benefit from 
price advantages when selling their agri¬ 
cultural produce as reflected in the prices 
realised by them or are there factors which 
militate against them from benefiting from 
price advantages? In other words, ate small 
farmers subject to price discrimination in the 
commodity markM? If so, by whom? Are 
there any spatial or crop-wise variations in 
this regard? 

The data used for aitalysing the above 
issues is partly based on unpublished data 
which the author had collected through field 
work for a larger study pertainii^ to Kerala. 
Though there has been a delay in reporting 
the findings of this analysis, considering the 
present .state of knowMge on the subject 
and also the conflicting evidences, it was 
thought that it would be useful to bring it 
to the notice of a larger audience. It would, 
however, be necessary to clarify that the 
above issues were only of secondary impor¬ 
tance to the larger study conducted by the 
author which was primarily to analyse the 
economics of tapioca cultivation in rtiation 
to rice in Kerala.' The data am. therefore, 
incomplete in certain respects. Informidon 
on date and number of transactions and'abo 
their conesponding prices realised by 
ftrmen through the sale of their agricultural 
produce are not available: We have also not 
been id>le to grade the products in terms of 
their quality diflbrences due to lack of the 


required information. Though information 
on the market functionaries who purchased 
the commodities from our farmers is 
available we are not aware of their identity. 
In spite of these limitations the available 
data has thrown interesting insights into the 
nature and extent of market participation of 
small farmers in relation to other categories 
of farmers, the price advantages/disadvan¬ 
tages enjo>'cd by them across crops in dif¬ 
ferent villages and also the role of different 
market functionaries. 

The Study Region 

Some background information about our 
study region may not be out of place here. 
The study pertains to Kerala, as mentioned 
earlier. The diversity of crops cultivated and 
traded in the state ranging from tropical 
crops like rice, tapioca, coconut, banana, 
cashew, rubber, spices, etc, to plantation 
crops like tea. coffee and cardamom, the 
relatively high proportion of commercia- 
lisaton of agriculture in the state, the 
existence of a well organised peasantry it. the 
state are some of the noteworthy features 
which make Kerala well suited for this study. 
Further, the well-developed rural infrastruc¬ 
ture in the state, particularly the widespread 
road network, which has helped foster close 
inter-village and village-town linkages, the 
high literacy levels of its populace, the 
popularity of media, etc, are other factors 
which make the state an ideal setting for the 
present study. 

The analysis is based on farm level data 
collected from 140 farm households drawn 
from four villages in Kerala (35 from each 
village) covering different strata of farms 
and regions in the state. These four villages 
are: Yeroor, located in the highlands; Veliyam 
and Poovachal located in the midlands and 
Perinad situated in the lowlands or coastal 
region of Kerala. Since the villages were large 
in size, we selected four hamlets for the 
survey, viz, Ayilara (in Yeroor), Muttara (in 
Veliyam), Kuzhakad (in Poovachal) and 
Cherumood (in Perinad). A detailed profile 
of these villages has been presented eailier 
in the author’s book. 

For our purpose here, it would suffice to 


mention that like most Kerala villages, ouf. 
sample villages are well placed in respect of 
the availability of basic amenities and infra¬ 
structure. There ate markets in all the sample 
villages but they also have access to nei^< 
bouring marketing centres and towns 
through a network of roads that are served 
by both public and private transport. 
However, the undulating terrain hinderf 
accessibility of households to village centres 
and hence increases transport costs. This 
problem is relatively greater in the highland. 
region. 

I'hough our sample villages are typical of 
Kerala villages it is necessary to note here 
that Kerala villages in general are a typical 
of Indian villages in two respects, nrttly, 
houses here are not built in clusters as one’- 
finds in other parts of India but are dis¬ 
persed. Secondly, unlike most Indian villagn 
Kerala villages are less isolated owing to the 
well developed infrastructure in terms of 
road-network and transport services: provi¬ 
sion of basic rural amenities too are found 
to be at a much higher level than in other 
parts of India. Hence what holds true of 
Kerala may not be the same for the rest of 
the country. 

Markei Pakik ipation 

We may now analyse the marketingj 
behaviour of the farmers. We may first of 
all find out as to which group of farmers' 
participate in the market as sellers and morel 
important what is the relative share of difr 
ferent size-classes of farmers in the sale o' 
the following agricultural commodities, Wf 
tapioca, paddy, coconut, cashewnut, pepp^ 
and arecanut. 

Table 1 presents data on the marketing < 
selected agricultural commodities by si; 
classes of holdings. Taking all farm boui 
holds together we note that with the $i 
exception of paddy, in the case of all f 
commodities the proportion of househo 
selling the respective commodities exce 
54 per cent. It varies from over 54 per 4 
in the case of coconut to over 63 per i 
in the case of pepper. For paddy it was b( 

20 per cent. Quite understandably thcj 
portion of output marketed is the hi|' 
for commercial crops (over 95 per c« 
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TauC I; Pakticvlahs of MAUCBrina of C«of Pkoducx 


Size-Classes 

Proportion of 

Proportion of 

Quantity Sold 

Value of Sales 

in Acres 

Households Who 

Output 

Per Household 

Per Household 


Sell the Commo- 

Martocd 

(Kgs) 

(Rs) 


dify (Per Cent) 

(Per Cent) 



1 

2 

3 

4 

5 

Tipioca 





0.0-0.5 

No Sales Reported 



0.51-1.0 

15.4 

10.5 

157.7 

40 

1.01-2.5 

57.9 

29.0 

772.1 

199 

2.51-5 

92.9 

64.5 

3678.9 

878 

5.01-10 

95.2 

71.7 

7156.9 

1954 

10.01-15 

100.0 

91.3 

12393.8 

3098 

Above 15 

100.0 

97.3 

105240.0 

28649 

All 

56.4 

72.7 

4657.4 

1244 

Fhddy 






No Sales Reported 



0 -1.0 





1.01-2.5 

7.9 

6.8 

16.7 

23 


(17.7) 


(37.2) 

(52) 

2.51-5 

14.3 

10.4 

61.4 

69 


(28.6) 


(122.8) 

(138) 

S.0M0 

61.9 

26.4 

647.5 

831 


(65.0) 


(679.9) 

(872) 

10.01-15 

100.0 

48.1 

2336.3 

3023 


(100) 


(2336.3) 

(3023) 

Above IS 

100.0 

39.4 

3570.0 

4760 


(100) 


(3570) 

(4760) 

AH 

19.3 

29.0 

257.2 

333 


(45.8) 


(610.3) 

(790) 

Coconut 





0-0.5 

IS.O 

40.1 

112.5 

83.5 

0.51-1 

46.2 

45.2 

188.5 

148.3 

1.01-2.5 

50.0 

64.9 

605.0 

480.4 

2.51-5 

57.1 

56.4 

766.4 

597.3 

5.01-10 

90.5 

71.3 

2334.3 

1720.2 

10.01-15 

100.0 

67.1 

2293.7 

1735.0 

Above IS 

100.0 

76.4 

6791.7 

5093.7 

All 

54.3 

65.4 

929.8 

706.1 

Cashew 





(M).S 

30.0 

100.0 

6.8 

28.4 

0.51-1 

53.9 

100.0 

11.7 

53.3 

I.0I-2.S 

60.5 

99.8 

29.1 

126.6 

2.51-5 

53.6 

99.9 

97.6 

466.0 

aX)l-10 

71.4 • 

99.8 

149.8 

732.5 

10.01-15 

75.0 

94.2 

81.3 

229.7 

Above IS 

33.3 

7.7 

8.3 

41.7 

All 

55.0 

95.9 

55.5 

258.9 

IVpper 





0-0.S 

65.0 

99.7 

14.7 

49.3 

O.Sl-1 

50.0 

100.0 

7.6 

23.1 

1.01-2.5 

65.8 

97.1 

26.7 

92.5 

2.S1-5 

60.7 

98.2 

48.2 

220.0 

S.OI-10 

80.9 

97.9 

34.9 

157.5 

10.01-15 

75.0 

97.4 

46.3 

151.8 

Above 15 

33.3 

57.1 

13.3 

26.7 

All 

63.6 

97.3 

27.2 

109.0 

Arecanut 





0-0.5 

30.0 

76.5 

265.0 

3.6 

0.51-1 

23.1 

94.4 

433.1 

8.2 

1.01-2.S 

65.8 

97.1 

2421.1 

61.1 

X5I-S 

60.7 

92.5 

6326.1 

1284 

S.OI-10 

85.7 

94.5 

7995.2 

240.3 

10.01-15 

lOOX) 

99.5 

50750.0 

990.0 

Above IS 

66.7 

100.0 

6667.0 

166.7 

AU 

55.7 

95.7 

4830.9 

112.3 


NotK Pigum in pnremheses give particuUn of paddy sales in relation to paddy-growing 
households only; the test are in relation to all sample households. 


cue of padhiwnijRk pcpfmr ggri iiecamic 
over $5 per cant for cocraitt) andthd tomeH 
for pad^ (i e; 29 per ceitt). But g siirprisiiig 
thing is tlwt in (he case of u^oca, tia^- 
lionaOy considered as an inferior food crap, 
the propo^n of output soM cnoeeds 72 per 
cent, which indicates the high market 
orientation of the crop. 

It is the differences acrou size-classes 
which interest us more From Ihbte I we And 
that with the exception of tapioca and 
paddy, all size-classes of farmers participate 
in the market to sell their crop produce. The 
participation of small farmers in the market 
(in terms of the proportion of households 
who sell and output marketed) is lower than 
that of big farmers in the case of the two 
food crops, tapioca and paddy.^ This is 
because small and marginal farmers grow 
tapioca and paddy primarily for subsistence 
purposes. But among bigger holdings they 
are also raised as cash crops since given their 
large-sized holdings and favourable resource 
position they are not only able to satisfy 
their household requirements but also sell 
a significant amount to the market. 

But in respect of the commercial crops, 
particularly cashew, pepper and arecanut, 
there is greater participation by small 
farmers. Between 30 to 66 per cent of the 
households who fall in the size-classes of 
holdings not exceeding 2.S acres sell virtually 
their entire produce of cashew, pepper and 
arecanut (i e, from 90 to 100 per cent). In 
fact it is interesting to observe that in the 
case of cashew and pepper the big farmers 
who operate holdings of more than 15 acres 
sold oidy about 7.7 per cent of their cashew- 
nut output and 57 per cent of their pepper 
produce The proportion of households who 
sell coconut arid output marketed was 
rdativdy lower than otha commercial crops, 
which is not surprising since coconut figures 
prominently in the Kerala diet. The quantity' 
and value of sales per household generally 
increases with farm size in the case of most 
crops except for cashew, pepper and arecanut 
where the trend was not smooth. That is 
no doubt that in terms of the scale of opera¬ 
tion in the commodity market the big 
farmers are way ahead of the small farmers. 
But what needs to be noted is that the legend 
about the non-participation of small farmers 
in the commodity market has no basis at aU. 
In fact, as noted above, not only do small 
farmers participate in the commodity market 
as sellers but also their marketing activities 
are not confined to just one or two crops 
but a variety of crops. But an important dif¬ 
ference is tliM while small farmers grow food 
crops muniy for their subsistence, the big 
farmers grow them not only for their s^fr 
consumption but also for sdliiig to the 
market. In foci it is interesting to observe 
from 'bMe 2 that bulk, if irat whole; ot the 
income from ertm sales of fanners having 
holdings of up to 2.S acres is ftom com¬ 
mercial crops ttke oocoout. cashew, areeanpt, 
vcpptx, etc, rather than trim tiqpioca andfor 
paddy. The share of these four commercial 
crops in total inconre frain cfoP rales vgries 
' from 82 to 100. per cent among householdt 
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^ wtbholdists ^tteiuUnf up to 2.S acres. On 

the other hand as ^ nze incr^ the role 

and importance of food crops as cash crops 
rises. The share of tapioca and paddy to total 
value of citv sales which is over 3S per cent 
in the holdings from 2.3 to 5 acres, rises to 
.about 82 per cent in the big holdings 
' exceeding IS acta which supports our above 
obsavation. 

An imporum query that could be posed 
here is as to whaher all that the small 
farmers sell in the commodity marka con- 


stHme a commeidd sttiplua or ttsWM salca. 
NVhen, owing to prasing need tor cash, 
farmas are compelled to s^l their produce 
and tepurchue later for their own require* 
ments it may suggat presence of distras 
sala. While distinguishing baween a com¬ 
mercial surplus and distras sala we may 
note that even a commercial surplus could 
be sold under conditions of distress. The 
case of farmers selling commercial crops 
under distras conditions during slump 
periods or under monopsony conditions is 


Tabif, 2; Distribution ok Vaujk of Crok Saies by Chops 


Size-Classa Value of Crop Sales to Total \^lue Total Value 

in Acres _ of A l l Crop Sal es__ ©f All Crop 

Ikpioca Paddy Other Crops Sales 

(Per Cent) (Per Ceni) (Per Cent) 


0-0.5 

— 


100.0 

100 

0.51-1 

13.7 


86.3 

(125) 

100 

l.Ot-2.5 

IS.I 

2.7 

82.2 

(295) 

100 

2.51-5 

32.4 

3.5 

64.1 

(1322) 

100 

S.OI-10 

23.0 

11.5 

65.5 

(3019) 

iOO 

10.01-15 

26.0 

316 

42.5 

(8508) 

100 

Above 15 

70.0 

12.0 

18.0 

(10756) 

too 

All 

35.6 

10.9 

53.5 

(40985) 

100 





(3497) 


Notes: 1 Figures in paranthesis give totai value of all crop sales in Rs per household. 

2 Value Ilf paddy sales includes value of by-products, i e, straw. 

3 Other crops consist of coconut, cashew, arecanut, fruit crops, pepper, rubber, etc. 


Table 3: Gross and Net Marketed Surpu s ok Tapioc a and Rice 


Size-Classes 

Gross Marketed 

Net Marketed 

NMQ as Per Cent 

in Acres 

Quantity Kgs/hh 

Quantity Kg$/hh 

of GMQ (Per Cent) 

Ihpioca 




0-0.5 

— 

— 


0.51-1 

157.7 

130.0 

82.4 

1.01-2.5 

772.1 

756.8 

98.0 

2.51-5 

3678.9 

3668.1 

99.7 

5.01-10 

7156.9 

7156.9 

100.0 

10.01-15 

12393.8 

12381.2 

99.9 

Above 15 

105240.0 

105240.0 

100.0 

Alt 

4657.4 

4645.6 

99.8 

Rice 




0 -1.0 


No Sales Reported 


1.01-2.5 

11.1 

2.8 

25.0 


(24.8) 

(6.2) 


2.51-5 

41.0 

30.1 

73.5 


(81.9) 

(602) 


5.01-10 

431.9 

431.9 

100.0 


(453.5) 

(453.5) 


10.01-15 

1558.3 

1558.3 

100.0 


(1558.3) 

(1558.3) 


Above IS 

2381.2 

23812 

100.0 


(23812) 

(2381.2) 


All 

171.5 

167.1 

97.4 


(407.(9 

(396.5) 


Notar. 1 Gross marketed quantity is actual quantity marketed whereas net marketed quantity 

is grou net of reputchascs and recripti in kind. 


2 hh—household. 




3 Figures in paremhesis are in terms of paddy-growing households only. 
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not .unusual. HcvenhdtM we could V 
’attempt such a broad ^tlnction. TMi. 
phen^enon of setting a commo^ty a^ 
repurchasing it later is usually reported 
mostly in the case of food crops oi^. We, 
therefore, confine out ditcusnon here only 
to tapioca and paddy. From out data it was 
observed that about 5 pet cent of the house¬ 
holds who sett tapioca repurchase it later in 
the market, in the case of paddy about 18 J 
per cent of the paddy households who sell 
paddy repurchase rice in the market. 
Interestingly all such households were from 
the ranks of the relatively smalter holdingB, 

S acres and below which shows that not all 
that U sold by the small farmers is necei- 
sarily a commercial surplus. In fact we may 
compare the gross and net maiketed quanth)^ 
(i e, gross marketed quantity net of re^' 
purchases and receipts in kind) by Bijce- 
classes of holdings. A divergence bmwans 
the two series could indicate the preieocrof 
distress saies. If repurchases exceed saiei, nai-. 
marketed quantity would be negative awl 
may be taken as strong evidence of^ the 
presence of distress sales. If the net nuawied 
quantity is lower than the gross marketed 
quantity, it too would indicate that aR thet 
has been marketed is not necessarily a com* 
mercial surplus. 

Uible 3 presents the cstinuites of the grosa 
and net marketed quantity of tapioca 
rice by size-classes of holdings. It is 
teresting to observe that the net market^: 
quantity is lower than the gross nurte^ 
quantity, especially among the tmidl. 
holdings in respect of both commoditias' 
which indicates that a part of the lakt 
reported by these two commodities is not • 
commerciid surplus and is more likely acaic' 
of distress sales. But what is even mow 
interesting is that this phenomenon is mow 
pronounced in the case of rice as compared 
to tapioca. The net marketed quantity as t 
proportion of the gross marketed quantity 
in the case of tapioca was over 82 per onit 
in holdings of 0.3 to 1 acre In the size-claiBei 
of holdings of more than I acre this ptopew^ 
tion varied from 98 to 100 per cent. In ottgT 
words, almost the entire tapioca sale* 
reported by the sample farmers constittttea 
a commercial surplus. In the case of rice' 
repurchases have taken place only among die 
relatively smaller holdings of 1 to 3 acra, 
The percentage of net to gross marketed 
quantity of paddy was as low as 23 {w ccyd 
in the lowest size-class (1 to 2.3 acres) 
over 73 per cent in the next size-clast 
2.3 to 3 acres). This dearly shows that oap 
about a quarter of the p^dy sales amo^ 
the lowest size group (I to 2.3 acres) 
three-quarters of paddy sales in the next sia^! 
class of holdings can be considered a* a£: 
identiflable commercial surplus. A qw^'. 
that could be posed here is as to wl^ 
purchases are more pronounced in thei:|ii|gr 
of rice than upioca. Unlike tapioca, wldi^ 
is a low value crop with a limited maikiig^ 
confined mostly to low income groups, fka 
is a high value crop with an assured markat; 
from ail income groups. Smsll fiunahl' 
perhaps prefer to sell their liuln-fionii^ 
paddy at market prices and repurchase tini 
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We at RCP constantly strive to give 
the fanners of the nation as decent a 
standard of living and as good a 
quality of life as possible. As such 
tnaximum farmer satisfaction and an 
integrated network of factoiy-to-form 
services forms the backbone of our 
marketing strategy. 

Direct farm services inciudelfree 
soii-testmg facilities through static 
and mobile soil-testing laboratories, 
fertilizer demonstrations on 
cultivators’field, field days, fertilizer 
festivals, Suphate service centres, 
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All these are but a measure of RGFs 
care and concern for the land that 
feeds our entire nation. 
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at kww or subgidi»ed pricts from th« fair 
price shopt. This-is plausible coiutdering the 
fact that Kerala is perhaps the only state in 
the country which has an effective public 
distribution system covering both the urban 
and rural population. About two>thirds of 
the paddy-selling households who operate 
holdings below 5 acres repurchased rice from 
the flair price shops which strengthens our 
above observation. Ihpioca was, however, 
not covered under the public distribution 
system and hence this phenomenon was not 
there. However, even in the case of tapioca 
it was observed that about 12 per cent of the 
tapioca-sdling households with holdings 
below 5 acres repurchased it later from the 
market. Immediate requirement for cash or 
constraints in storing tapioca for meeting 
ftiture consumption needs, particularly its 
high perishable nature, may explain the 
above tendency. 

Another important dimension of the 
marketing of food commodities is that 
farmers may sell superior food crops and use 
the cash derived therefrom to buy inferior 
foods. Nadkarni, for instancy noted that in 
Ahroednagar (Maharashtra) and in the rice- 
growing areas of southern India small 
farmers sold high value and superior cereals 
like wheat, rice and used the income derived 
therefrom—either whole or part—to 
purchase infoior cereals and millets for their 
family consumption.^ Here we have a 
phenomenon of sma4l farmers taking advan¬ 
tage of market opportunities by g swing 
superior cereals for sale and buying inferior 
cereals from the market for their own use. 
We may rind out as to whether such a 
phenomenon is present in our study region 
also, of farmers selling paddy and buying 
tapioca for’ their self-consumption. .Our 
data, however, indicated that out of (he 27 
households who sold paddy, only one 
household—a big farmer—purchased 
tapioca since he preferred to sell his entire 
crop of tapioca produced in hi.s distantly 
located lands and buy some for his self- 
consumption from the nearby market. 

Prices received and Market 

CHANNEI.S 

The next question that interesu us is as 
to whether small farmers are able to benefrt 
from market advantages as a result of their 
participation in the market as sdiers. Or are 
they paid less for their produce than those 
offend to big farmers or is it on the same 
tqrmsT Which are the crops in which they 
gain or lose in the market? A number of 
studies-'do indicate that poor peasants are 
paid less for their produce than is paid to 
large farmers. Sarkar‘s study on marketing 
in West Bengal and Bihar did reveal such 
pike discrimination in the commodity 
market not only within similar oops but also 
by similar market channels.* Barbara 
Harris observed big farmers receiving higher 
prices than small farmers only in the case 
of agro-industrial crops like cotton, ground¬ 
nut, in southern India.’ Nadkarni observ¬ 
ed more price diffeiemials across sia-classes 
ill tets comnwrciaHsed and underdeveloped 


villages than in highly commeimilited and 
developed villages.* Subba Rarfs study on 
marketing of rice in Andhra Pradesh did not 
suggest any signifrcant difference in prices 
received by different size groups but spatial 
differences were found to be significant 
which could not-be explained by transfer 
costs alone.’ Price differentitis may reflect 
qualiuiive differences, spatial and temporal 
differences, iraiisfer costs, character of agen¬ 
cies involved in the market, the relative 
bargaining power of different segments of 
the peasantry, the level of commercialisation 
and development of a region, ett 
We may now find out wbrther price 
advantages favour any particular class of 
fanners who come to the market to sell their 
agricultural produce. Wt may, Hnt of all, 
consider the case of the two food crops, 
tapioca and paddy. Apart from analysing the 
price difTerentials across size-classes we may 
also find whether these differences have any 
relation to the level of commercialisation of 
the two crops as reflected in the proportion 
of output sold in the respective villages. 
Thble 4 presents the data on prices realised 
from tapioca and paddy sales for four 
villages separately and all villages as a whole. 
Taking fhe figures for the four villages 
together we observe that whereas the average 
prices received for tapioca sales by small 
farmers with holdings up to 2.5 acres are 
slightly tower than those received by other 
size-classes of farmers, in the case of paddy 
the prices realised by them are slightly higher 
than those realised by the relatively big 
farmers. But the price differentials over size- 
classes are quite small in the case of both 
crops. This suggests that no group of 
farmers enjoy any distinct martet advantage 
while selling tapioca or paddy. However, a 
word of caution may be added here. In 
aggregating the data over villages it is quite 
possible that the spatial differences, if any. 
may get lost in the process of aggregation. 
Villages may differ from one another in 
terms of the relative strength of different 


landholding groups, tnarhet acceit, .^iff 
relative importance of different crops, exhi^; 
of commercialisation or development, r 
it may. therefore, be more meaningful; t(|i' 
took at the village-wise figures. 

Since our villages are well {daced 
almost at par in terms of the levels 
devdopment, we may try and tdau the 
differentials across size-classes to oCatf ' 
frtetors like the level of commercialisation of 
the crops in the four villages, the wet^tegi' 
of big holdings in the respective villagra. ctd; 
It is interesting to observe from the table flwt’ 
in the two midland villages where tapioeg. 
is rdatively more commei^iscd and wlin*. 
also there is a concentration of big hokhi^v 
the big farmers (except those with holclli^ 
above 15 acres) were able to secure « hi^Mr 
price for tapioca sold, as compared to thh, 
prices received by other dasses of fstmerR, 
Big farmers in these two villaga reoeivetl 
additional income of Rs 30 to Rs 40 pef 
tonne of tapioca sold. Though the soda off 
output sold in the two midland villages dol^-, 
seem to have an influence on the prices', 
received by fanners, the price differniitiafit^ 
across size-classes are not large. , «- 

In the other two villages. 1 4thehi8idw)4' 
and lowland villages, bigger hoktingii it^; 
fewer in number. Of them the hi|(Uaa(l.' 
village, i^iiara, reported a relative^ l^f 
proportion of commercialisation of raplyuyt- 
(over 57 per cent sales) while in the 
village, Cherumood, it was idadvd^ 
lowest (i e^ about 44 per cent). It is perp^*^ 
ing to observe that unlike in the mldlM^ 
vi^es, both in Ayilan aiul Chertiinood^^ 
prices recrived for tapioca by big teaissaT 
were slightly lower than those realised fajitba' 
relatively smaller ones. This may be 
plained by the following factors, bi 
highland village transportation of iaq|^; 
quantities of tapioca tubers from hiUl lb; 
village marketing centres presented tettoulj 
probieros. In such a situation agents .oe^ 
traders who came to the farm sites wen 
ling to bear the transport costs by oflbrjbl^ 


Table 4; Averaoc Price Received roR Tapioca and Paddy 


Size-Classes in Acres 

Ayilara 

Muttara 

Kuzhakad Cherumood 

AU Vi1ltgesv& 

Ikpioca 

PCOM 

(57.7) 

(58.8) 

(Rs per tonne) 
(88.4) 

(44.1) 

(?2.7) 


0.0-0.5 

— 


— 




^7? 

0.51-1.0 

250 

— 

267 


262 



1.01-2.5 

247 

240 

287 

244 

261 


& 

2.51-5.0 

233 

263 

306 

246 

272 



S.01-10.0 

235 

280 

300 

217 

264 



10.01-15.0 

200 


300 


275 

J 

v-|» 

Above IS 

— 

— 

267 

-M- 

267 


All 

237 

268 

291 

238 

266 

Paddy 

PCOM 

03.3) 

(16.3) 

(Rs per quinul) 
(36.1) 


(29.0) 

1 

1 

0.0-I.0 

1.01-2.5 

147 


No Sales Reported 
133 


142 

i 

1 

2.51-5.0 



117 


116 ■ 


& 

5.01-10.0 

135 

132 

117 


131; 


1 

1 

10.01-1 S.O 

160 

— 

131 


138' 


Above 15 



131 


131' 


AH 

142 

132 

125 

— 

131 


1 


Note: PCOM : Proportion of crop output marketed (given in brackets). 
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«L\ower ptice for the conunodity. tasudiiih' 
stances prices reaKsed hy big farmers were 
lower than that of other famters. In the 
lowland village, Cherumood, the only bulk 
buyer of tapioca was a processing unit 
located in the vdlagc But the price ufToed 
was low. Big farmers who sold tlwir produce 
to the processing unit thus report^ lower 
prices. Apart from these reasons, there was 
another factor. In the refenmce year owing 
to a glut in the market prices fell to as low 
aa Rt 200 per tonne. Big farmers who had 
debqnd harvesting of tapioca in expectation 
of better prices in some cases had to sell 
tapioca at a low priccL VUe may also note here 
Uutt being a bulky and highly perishable 
ero^ the marketing of tapioca presents 
'senous logistic problems. Big farmers who 
chum a bigger share of the marketable 
surplus of tapioca have to face a greater 
problem in this regard. 

Coming paddy, we note that between 
. 33 and 37 per cent of paddy output in 
Ayilaia and Kuzhakad was sold, whereas in 
' Muttam, this proportion was much lower, 
ghout ld.3 per cent. Though the level of 
commercialisation of paddy in Ayilara and 
Ifozhakad is almost on par, the experience 
of the small and big farmers in respect of 
price advantages are not the same. Big 
Ihnners in Ayilara with holdings from. 10 to 
IS acres reported the highest average price 
' itaBsed from paddy sales (Rs 160 per 
'mdutal) as compared to other strata of 
' team, (the average prices received by them 
buiiii around Rs 13S to Rs 147 per quintal). 

. But in Kuzhakad the average prices received 
for paddy by small and big farmers (those 
I buving holdings of mote than 10 acres) was 
,( almost the same (Rs 131 to Rs 133 per 
' .quintal). In fact it was the farmers operating 
^' holdlngs of 2.3 to 10 acres who reported 
. modving lower prices for paddy (i e^ Rs 117 
... per quintal). Whether this is due to any 
tllflbrantial market advantage enjoyed by 
‘ 4ifforent groups of farmers or qualitative 
dtfforences in product sold or some other 
Ilctor is difficult to state; owing to data 
ioadequacies. Thus in the case of paddy also 
■ foere is no systematic pattern or conclusive 
;; wMence to prove that small farmers receive 
;>lower prices than other classes of farmers. 

. ' In the context of our above results parti¬ 
cularly in respect of tapioca one msv be 
tampted to ask as to why in spile of the con- 
tantntion of the marketable surplus of 
dglfoca among big farmers, they are not able 
' to icpoit any distinct market advantage over 
small farmers as reflected in the prices 
received by them. Though big farmers can 
harwting of tapioca in expectation 
of better prices it may be noted that oqMoca 
cannot be stored in the ground indefinitely 
as beyond a certain stage its food and starch 
viBue will deteriorate; Moreover, the perish- 
abla nature of tapioca limits the options of 
the fanners to secure higher prices. For the 
same reason retoitions of tapioca tubers at 
tsqr poim of time are low; Thus big tapioca 
growers may often have to pliv the role of 
ipiloe takers lather than price setters. 
IBurthermore; market for umioca is limited 

I- 


big fanners may find U all tile mom ^fflcult 
to jack up tapioca prices. Howevei; we may 
mention here that in spite of these apparent 
disadvantages in marketing iat^oca, big 
fanners were able to reap high profits from 
tapioca cultivation.' In the case of paddy 
also, as mentioned earlier, there was no 
strong evidence to suggest that big farmm 
or any other group of farmers enjoyed any 
distinct market advantage over small farmers 
while ^Ung the commodity. 

We now turn our attention to the four 
commercial crops, viz, coconut, cashewnut, 
pepper and arecanut. Since commerciai 
crops by their very nature arc mostly grown 
for sale purposes it may be more meaningful 
to relate the price differentials across size- 
classes to other factors like the wejghtage of 
big holdings in a village, the relative impor¬ 
tance of the crop in the region, etc. Ihble S 
shows the prices received by diffetent classes 
of farmers from the sale of the above four 
commodities. In the case of coconut there 
ore hints suggesting a direa relationship bet¬ 
ween farm size and average prices received 
for coconut sales in Cherumood (the coastal 
village) and Muttara. But the price differen¬ 
tials across size-classes are not much. In the 
other villages there are no conspicuous or 
large iiiter-size class differences id the average 


pricei realised from coconut Mdca. In the 
case of pepper, out of the four WUeges, in 
two villages (including Ayibura, the 
village where pepper it a mgjor crop) big 
farmen rQwrted receiving hqiber ^cei 
from pqtper sales compared to small farmers. 
But in the remaining two viilaget differences 
in prices received by small and big farmen 
were negligible. The average prices received 
for arecanut sales was found to be dightly 
higher among bigger holdings in most 
villages. But again the difference are not 
very large; In the case of cashew there was 
no consistent pattern in the prices realised 
from its sales by different classes of farmers. 
Why is it that in the case of the commercial 
crops like coconut, pepper and arecanut big 
farmers received a slightly higher price than 
small farmers. This may be because, apart 
from the fact that they account for a greater 
share of the marketable surplus, they also 
have long established links in trade circles 
which helps them to bargain and secure 
slightly higher prices for these commodities. 
Moreover, given their better risk-bearing 
capacity and resource endowments, they nuqr 
sell commercial crops only during the off¬ 
season when prices are reiativeiy high. But 
small farmers who are in urgent need of cash 
and who are also known to be risk-averse 
generally tend to sell the crops immediately 


Table S: Average Prices Received rt'K Selecied Commercial Crops 


Size-Classes in Acres 

Ayilara 

Muttara 

Kuzhakad Cherumood 

All Villages 

Coeonul 

(M).5 



(Rs per 100 nuts) 

74 

74 

0.51-1 

88 

65 

75 

79 

79 

1.01-2.5 

79 

— 

73 

83 

79 

2.51-5 

75 

68 

75 

82 

78 

5X)1-10 

79 

69 

71 

80 

74 

10.01-15 

75 

— 

76 

— 

76 

Above IS 

« 

— 

75 

— 

75 

All 

78 

69 

74 

81 

76 

Pepper 

0-0.5 

3.48 

4.39 

(Rs per Kg) 

1.67 

3.10 

3.37 

0.51-1 

2.68 

4.56 

2.57 

3.54 

3.06 

1.01-2.5 

3.64 

4.40 

2.40 

4.16 

3A1 

2.51-5 

4.95 

4.30 

2.62 

— 

4.51 

5.01-10 

4.76 

4.37 

9.00 

4.03 

3.28 

10.01-15 

5.00 

— 

2.08 

— 

2.50 

Above 15 

— 

— 

2.00 

— 

— 

AU 

4.33 

4.36 

2.67 

3.81 

4.00 

Arecanut 

0-0.5 

20 

15 

(Rs per 1000 nuts) 

to 


14 

0.31-1 

20 


18 

32 

19 

1.01-2.5 

24 

30 

23 

38 

25 

2.51-5 

24 

30 

21 

— 

20 

5.01-10 

26 

30 

34 

20 

30 

10.01-15 

40 

— 

18 


20 

Above IS 


— 

30 


25 

AU 

26 

30 

22 

36 

23 

CMhewaut 

0-0.5 

5.50 

4.15 

(Rs per Kg) 

5.80 

2.67 

4.21 

0.51-1 

4.36 

5.47 

3.98 

5.16 

4.58 

1.01-2.5 

4.09 

3.84 

4.82 

5.00 

4.35 

2.51-5 

4.70 

4.S9 

3.96 

6.00 

4.78 

5.01-10 

2.14 

5.12 

3.50 

5M 

4.89 

10.01-15 

2.50 


4.86 


2.83 

Above IS 



5.00 

— 

5.00 

All 

4.08 

4.84 

4.48 

5J15 

4M 
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•ft«r hwat when prion «re generally low 
Hence the avenge prion realised by smaii 
fanners firom sale of commercial crops are 
lower than those received by big farmers. It 

would, however, be necessary to add tbat the 

, price (Unerentials across size-classn are not 
very Urge even in the case of commercial 
crops. We even have cases where small 
farmers have reported receiving as much as 
the pricn offered to Wg farmers. Heno, 
there is no condusive evidence to suppon 
the popuUr view that small farmers receive 
lower pricn for their produce than big 
farmas or that there is any conscious price 
descrimination against them in the com¬ 
modity market. 

Hie price which a farmer reccive.s when 
selling his crop produce not only hinges 
upon market accessibility but, more impor¬ 
tant upon the market channel throng which 
he chooses to sell his crop produce. Fbr in¬ 
stance; in a study on marlM acens in Maha¬ 
rashtra it was noted that farmers who had 
chosen marketing society as their outlet for 
cotton sain realised more favourable pricn 
compared to those who disposed of their 
cotton to itinerant traders at the farm site.* 
Mukunda Das’s study in Gujarat revealed 
that institutional intervention through co¬ 
operatives had enabled oilseed growers to 
reap an additional profit of Rs 40 per quin¬ 
tal.'*’ Suman Sarlmr’s study cited earlier 
noted that in Wnt Bengal and Bihar “not 
only do different agents within the same 
market pay different prices, the same agent 
also offers different pricn to different classes 


5f producers at the same tima The condi- 
iioiw of the market are such that monop- 
ronistic or otigopsonistic buying of product 
by traders from the producer is posubld*. 

Let us now find out whether the pricn 
farmers receive for the sale of theii crop 
produce bears any relation to the choice of 
marto channel. Table 6 throws light on the 
relative importance of different market 
channels in the salcis of three commoditin 
(i a upioca, paddy and coconut) across size 
groups of farmers. As seen from the tabla 
in the case of tapioca, village consumers, 
village traders and agents are the three 
market channels who buy upioca sold by 
the farmers. But the relative importance of 
the channels differ across size-classn of 
farmers. In the lower size-classes, in general 
proportion of households selling tapioca as 
well as proportion of upioca output sold 
directly to village consumers at the farm site 
is distinctly higher than the upper size rangn 
where the village trader-cum-agent cranbine 
enjoy a bigger sway in buying upioca sold 
by the fanners. 

On the other hand, in the case of both 
paddy and coconut, agents do not figure at 
all with the entire output being marketed 
either to village consumers at the farm site 
or to village traders or both. But there is no 
consistent trend with regard to the propor¬ 
tion of households selling paddy and the 
proportion of paddy output sold across dif¬ 
ferent market channels. Though a higher 
proportion of the farm households with 
holdings below 5 acres sell paddy direct to 


village consumers, the proportion of outiwt 
imarketed to them is lower as compart to 
die share of the village tuder. In the case 
of coconut, excepting for hotibngs up to S 
acres where a small picHliortion of the com¬ 
modity is sold to village consumers, almost 
the entire coconut ules in all size-classes is 
procured by village traders. 

An interesting thing to observe is that in 
the lower size brackeu of holdings up to 2.S 
acres, the average prices paid by the village 
consumer for the three commodities are 
slightly higher than those paid by either the 
village trader or agent. But beyond tius size 
r^e there is no consisttnt pattern with 
either the village consumer ^ing slightly 
higher prices for the oommoditim compared 
to other market channels in some size-dasies 
or alternatively the village trader or agent 
paying a little more than other marim 
channels in other size-classes. The price 
differentials across market channds are; 
however, small In all size-daises. When 
farmers sell their produce direct to village 
consumers at the farm site; they need not 
incur any marketing cosu Vill^e traders 
and agents too come to the form site to buy 
farm produce but they oftai offer a lower 
price on the grounds that they have to bear 
the transporting costs. Some of our farmers 
bemoan^ that agents who came to buy. 
tapioca and other farm produce not only 
offered lower prices but also resorted tO' 
cheating by under-wdghing. There were evM 
instances where agents claimed some extra 
quantity of tapioca per unit of quantity sold 


Table 6: Particui ar.s of Crops Salfs and Pricfs Refeiyfu by Market Channels 


Size-Classes In 
Acres 


Tkpioca 


_Di stribution of Average 

House- Quantity 
holds Received 

(Per Cent) (Per Cent) (Rs/Kg) 


Paddy 


_Dist ribution of_ Average 

Mouse- Quantity Price 
holds Received 

(Per Cent) (Per Cent) (Rs/Kg) 


Coconut 


_Di stribution of _ Avenqte 

House- Quantity 
holds Received 

(Per Cent) (Pter Cent) (R»/nut) 


0.0-0.5 

VC 

NU 



Nil 



_ 

_ 

_ 


VT 

Nil 



Nil 

— 

— 

66.7 

37.8 

0.73 


A 

Nil 

— 

- 

■ Nil 


— 

33.3* 

621 

0.75 

0.51-1.0 

VC 

75.0 

85.4 

o.rt 

Nil 

— 

— 

_ 




VT 

25.0 

14.6 

0.25 

Nil 


— 

100.0 

100.0 

0.79 


A 


- 

— 

Nil 

— 


_ 



1.01-2.5 

VC 

59.1 

52.9 

0.27 

66.7 

40.8 

1.49 

5.3 

0.4 

1.00 


VT 

27.3 

31.8 

0.25 

33.3 

59.2 

1.33 

94.7 

99.6 

0.79 


A 

13.6 

15.3 

0J5 

— 


— 

— 



2J1-5.0 

VC 

26.9 

27.3 

0.25 

75.0 

47.6 

1.14 

6.3 

2.3 

0.75 


VT 

46.2 

41.3 

0.30 

25.0 

52.4 

t.ll 

93.7 

97.7 

0.78 


A 

26.9 

31.4 

0.25 

— 

— 

— 




5.01-10.0 

VC 

20.0 

7.7 

0.24 

30.8 

24.2 

1.18 

— 




VT 

5 

0.7 

0.25 

69.2 

75.8 

1.40 

100.0 

100.0 

100.0 


A 

75.0 

91.6 

0.27 


— 


— 



10.01-15.0 

VC 

25.0 

5.2 

0.30 

100.02 

92.0 

1.24 

— 




VT 

50.0 

60.5 

0.30 


8.0 

1.60 

100.0 

100.0 

0.76 


A 

25.0 

34.3 

0.20 

— 





..M 

Above 15 

VC 

66.7 

55.5 

0.25 

— 

25.2 

1.33 





VT 

33.3 

44.5 

0.30 

100.02 

74.8 

1.33 

100.0 

100.0 

0.75 


A 





— 

— 




All 

VC 

3S.0 

36.3 

0.26 

44.4 

43.5 

114 

2.6 

0.5 

0.79 


VT 

29.1 

34.3 

0.28 

481 

56.5 

1.73 

96.1 

98.4 

0.76 


A 

32.9 

79A 

0.26 

7.4> 

— 

— 

1.3' 

1.1 

0.75 


Ndttr. 1 Coconut sales reported here are acquired by a co-operative to settle loan outstandings. 

2 indadet tme household who sell pan to viBage consumers and pan to village traders. 

3 pertains to the households who tell a portion of paddy to village consumers and another to village traders. 
VC—Village Consumen; VT—VSlage Didets; A-Agm. 
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India is a family too. 
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May every one enjoy a square meal... 
every day, every lime. 


Self-sufficiency in food grains! A 
gigantic task for the country with its 
teeming millions Thanks to 
improved farming technology and 
the hard-working farmer, what 
looked like an impossible dream at 
one time has now become a reality. 


Zuari — with its high-analysis Jai 
Kisaan fertilisers - has lent a 
helping hand to this national 
endeavour and, while doing so, has 
helped conserve precious foreign 
exchange. For Zuari,it is more than a 
commitment - - it is a way of life. 
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in order to compennte. for traniporution 
and marketing lone*. But the leaion why 
agenti still pliqr a Ug role in the tapioca 
market in s|dte of these complaints may be 
due to the fact that they ate in a position 
to buy a targe quantity of ttpioca at a gsven 
point of timcL Big farmen m^ prefer to sell 
to them since tliey-iieed not then take the 
trouble of hawing to sdl tqsioca in smaller 
quanthiet to a larger number of prospective 
buyera Though the prices offered by village 
tnden and agents are genemlly lower than 
that of village consumers among the small 
hokUngt, as mentioned already, the average 


price offered for tapioca by agems or village 
traders appears tci be rela^ly high among 
big holdings. This miv be because when the 
volume of sales it high, agents or village 
traders are willing to offer a better price since 
they can take advantage of the economies 
of scale in transporting a large quantity. 

It would be interesting to find out thettde 
played by co-operatives in procuring the 
agricultu^ produce sold by tte farmers and 
also the prices paid by them to different 
classes of farmers. In our study co¬ 
operatives were found to be a major market 
outlet only in the case of cashewnuts in two 


villages, viz, Muttara and Cherumood. Wi' 

' have, therefore, tried to find out the tdadva 
share of co-operatives vis-a-vis agents In 
total cashew sales among differeot strata of 
holdings and also the fuices paid by them 
for cashew produce sold. It is interesting to 
observe from Ihble 7 that wboi the choice 
of market outlet for selling a commodity is 
between a co-operative and agent, all elMses 
of farmers show a distinct preference for co¬ 
operatives. In Muttara about 87 per cent of 
the cashew produce sold was procured by 00 -. 
operatives and the rest by agents. The shiue 
of co-operatives in total cashew sales in 
Cherumood was still highet; almost 98 per 
cent. What is even mme significant to 
observe is tbgt price diffncntlals across siae- 
classes for cashew sales are laiger in the case 
of agents than co-operatives in both the. 
villages. This clearly shows the important 
role eo-opoatives can play in helping alt 
classes of farmers, and especially small 
farmen in realising favourable prices’ 
through the sate of their crop inoduon 
One more question that we may conuder 
is that in our entile discutsion vw have tahen 
the holding size as a prozy for the farmers’' 
scale of operation. As an alternative we nuy 
measure the scale of operation fat terms of' 
the quantity sold in the market and thtt 
relate it to the prices received by than, lb 
facilitate this we have grouped the quantity 
sold in teims of size-dasm of sates and thn 
tried to relate them to the prices realised 
from the sale of the three commodities, vh^^ 
tapioca, paddy and coconut. Hie data aw 


Table 7: Pakticulars or Cashew Salls by Market Outlets and Prices Received 


Size-Classes 

Proportion of Sales 

Price Received in 

in Acres 

Procured By 

_Rs per Kg From_ 


Agent 

Co-operative 

Agent 

Co-operative 

Multan 





(M).S 

10.0 

90.0 

2.00 

4.56 

O.SI-1.0 

12.3 

87.7 

7.14 

5.24 

t.0t-2JS 

34.0 

6S.4 

4.41 

4.33 

2.SI-S 

— 

100.0 

— 

4.59 

Above S 

15.7 

84.3 

6.00 

5.00 

AU 

13.3 

86.7 

.S.IS 

4.81 

eSmumood 





04.3 

100.0 


2.67 


0.31-1.0 


100.0 


5.16 

1.01-2.3 


100.0 


5.00 

2.31-3 


100.0 


6.00 

Above 3 

2.8 

97.2 

5.00 

5.00 

All 

2.4 

97.6 

3.60 

5.34 


Table 8: Average Price Received for Crop Sales by Scale of Sai es (Village-wtse and by Market Channels) 


Sbe-Classes of 






All Villages 


Quantity Sold 

Ayitara 

Muttara 

Kuzhakad 

Cherumood 

VC 

VT 

A 

All 

Thploea 









(Kgs per household) 


(Rs per quintal) 






0-250 


27 

— 

20 

20 

27 


22 

231-300 


— 

30 

23 

27 

— 


27 

301-1,000 

23 

25 

30 

20 

23 

25 

25 

23 

1401-2400 

24 

25 

28 

23 

26 

26 

23 

23 

2.301-3400 

20 

25 

29 

— 

28 

25 

23 

27 

3401-10400 

23 

27 

30 

25 

26 

26 

27 

26 

10401-13400 

24 

30 

30 

— 



29 

29 

13,001-20,000 

20 

— 

— 

— 



20 

20 

20,001-23.000 


— 

20 

— 


20 


20 

Above 23400 


— 

27 

— 

25 

30 


27 

Fhddy 









(Kgs per household) 


(Rs per quintal) 






0-100 


— 

133 


1.33 



133 

101-230 

160 

133 

118 

— 

131 

133 


132 

251-300 

133 

133 

120 

— 

122 

128 


125 

301-1400 

— 

128 

111 

— 

128 

121 


124 

1 . 001-2400 

137 

133 

139 


134 

139 


137 

24 OI-S.OOO 

133 

— 

111 


— 

131 


131 

Above 3,000 


— 

132 

— 

121 

167 


132 

Coeoaul 









(Nuts per household) 


(Rs per 100 nuts) 






0-230 

90 

68 

— 

— 

100 

77 


80 

231-300 

73 

90 

68 

73 

75 

71 


71 

301.1400 

73 

73 

72 

8 i 

— 

73 


73 

14«-2400 

80 

66 

73 

82 

75 

76 


76 

2401-8400 

80 

70 

77 

83 


77 


77 

AiMreS400 


— 

75 

80 


76 


76 


AiMsa VC~Village Consumers; VT—Village Ihder; A—Agent. 
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. pmented for ihe four villages separaMy and 
together and also by market channds in 
Table g. As seen from the table, whether it 
is across villages or market channels we do 
not observe any consistent or systematic 
l»ttern in the average prices received by 
Ikrmers and the size-classes of quantity sold 
in respect of the three commodities. It was 
only in the case of tapioca (in Cberumood) 
and coconut (in Cherumood and Ku/hakad) 

. that there appeared to be a positive, though 
- weak, relationship between size-classes of 
sales and the average prices received. We even 
C(»ne across instances where in the bottom 
, size ranges, average prices realised were as 
hi^, if not more than those reported in the 
[upper size ranges. This is seen in the case 
^ tapioca and paddy in Ayilara, Muttara 
:;'aad Kuzhkad, and also of coconut in 
Ayilara, A perplexing thing to observe was 
.. ti^ in tbe case of tapioca in two villages 
V'the average prices realised for the com* 
modky was relatively the lowest in the top 
!. aize-classes of quantity sold. This is because; 

/■ U mentioned earlier, in the case of a highly 
jperishable commodity like tapioca, big 
■ fanhers are placed at a greater disadvantage 
than small farmers in the market and hence 
vin spite of their bigger share of the market- 
.nble surplus of tapioca their capacity to 
'bargain for a belter price is restricted. They 
may, therefore, have to be content as price 
meivers rather than price leaders. 

It is interesting to observe that in the case 
">'.jaf paddy the average price realised from its 
aides from the village trader was the highest 
in the top-most size-class of quantity sold. 
.But it is equally intriguing to observe that 
Ttt the case of coconut the highest average 
>aaie price m the village coiisumer column 
'was in the lowest size-class of sales. The price 
variations across size-classes of quantity sold 
market channels in any case are not con- 
ipicuous enough as to warrant the conclu¬ 
sion, that the scale of operation has a signi- 
iteant impact on the average prices realised 
by different classes of farmers from the sale 
„ 9 f .their agriculturai produce. 

Conclusions 

.'. Tb sum up; small farmers not only 
{^participate in the commodity market as 
..iwUers but also they sell a variety of agri- 
ckkural commodities. But an important dif¬ 
ference is that they tend to concentrate on 
' commercial crops rather than food crops. 
The food crops they grow are mostly 
retained for self- consumption. But big 
fermen grow food crops not only for sub¬ 
sistence purposes but also for selling to earn 
cash. An imerestinig feature that we observed 
was that nnall farmers preferred to sell thdr 
ferm-grown paddy at market prices and buy 
.‘fer their self-consumption rice at lower or 
iiibsidised prices from the public distribu- 
^4i6n system. Though sroaii farmers are also 
known to be in the habit of selling superior 
eercats and foods to the market and using 
.-‘Bte cash earned therefrom to buy inferior 
;baeal5/foods there was no evidence among 
sample farmers to support this obscr- 
;vation. Though small farmers participate in 
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tbb commoditjr nuirker. it i$ laipbrtam td 
note that there is no identity of interests 
between the small and big growers. 

In the villages where tapioca was relatively 
more commereialLsed and where big holdings 
were larger in number, big farmers were able 
to secure a slightly higher price for tapioca 
than small farmers. But we also observed the 
contrary picture in villages with unfavour¬ 
able transport conditions or where monop¬ 
sony elements were present, of big farmers 
receiving lower prices than even small 
farmers. This was seen in the case of timioca 
which is a bulky and hi|^ly perishable crop. 
Market for tapioca is imperfect due to the 
limited demand for the commodity. conHiied 
as it is to only low income groups and pro¬ 
ducing regions. Hence in some villages big 
farmers had to be content as price takers 
rather than price leaders. In the case of 
paddy out of the two villages with the same 
level of commercialisation of the crop, big 
farmers reported receiving slightly higher 
prices for paddy than small farmers in one 
village But in the other village small faraias 
received as much as the big farmers from 
paddy sales. The price differentials across 
size-classes in the ca.se of both tapioca and 
paddy were, however, not large. 

In the case of certain commercial crops 
like coconut, pepper and arecanut we did 
observe a positive association between farm 
size and average prices realised from the sale 
of these commodities. This may be because 
unlike small farmers, big farmers have better 
resource endowments and greater risk¬ 
bearing capacity and hence they often sell 
commercial crops during the off-season 
when commodity prices are relatively high. 
But small farmers who are in urgent need 
of cash and also known to be risk-averse 
generally tend to sell the crop produce 
immediately after harvrat, when commodity 
prices are genctally low. Hence they realised 
lower prices than big farmers from the sales 
of these commercial crops. The price dif¬ 
ferentials were, however, not large in the case 
of most crops. Moreover, as mentioned 
earlier, we even had insunces of small 
farmers realising as much as big farmers, if 
not more, from the sale of their crop pro¬ 
duce There is thus no conclusive evidence 
to support the popular view that small 
farmers are paid less for their produce than 
those paid to big farmers or that thoe is any 
conscious and deliberate price discrimina¬ 
tion against the small farmers in the com¬ 
modity market. 

As regards the prices offered by different 
market functionaries, it was observed that 
in the case of tapioca, paddy and coconut, 
small farmers received slightly higher prices 
from village consumen than from village 
traders and agents. But among the big 
holdings there was no consistent pattern, 
with'sometimes the village trader offering 
more than others or the agent and village 
consumer in other instances. But in all cases 
the price differentials were small. An 
interesting observation was that when the 
choice of market outlet was between a co¬ 
operative and agent, as seen in the case of 


caslww safeAaB cliisses of ferilfenr Pfeifer^ 
the co-operattvet. Evnt more significant was 
the fact that price differentials across size- 
classes were smaller in the case of co¬ 
operatives than agents, which clearly indi¬ 
cates that if social equity were to be promo¬ 
ted there is a case for institutional interven¬ 
tion through mechanisms like co-operatives 
to help all classes of farmers, and especially 
the small farmers to earn favourable prices 
for their produce. 

It would be instructive to compare our 
findings with those of other researchers. Our 
results may be typical of Kerala but not 
necessarily of the rest of India. As cited 
earlier, Nadkarni noted price diffnemiols 
across size-classes to be smallo' in more 
commercialised and developed villages than 
in less commercialised and underdeveloped 
villages of southern India. Interestingly the 
villages where price differentials were 
negligible were located in Coimbatore 
district, adjoining Kerala. The kind of con¬ 
scious and deliberate attempt at price 
discrimination against small farmers obser¬ 
ved by Sarkar in parts of rural West Bengal 
and Bihar was not seen in Kerala, partly due 
to the absence of the kind of extreme exploi¬ 
tation and feudal leiations characteristic of 
eastern India. 

NoteH 

(The author expresses sincere thanks to 
M V Nadkarni and R S Deshpande for com¬ 
ments on an earlier draft.] 

1 This was the subject of the author’s doctoral 
dissertation. A revised version has been 
published as a book. See, Cerail Substitutes 
in a Developing Economy—A Study of 
Tapioca, Concept, New Delhi, 1986. The 
data refers to the agricultural year 1976-77. 

2 The lowest size group did not sell tapioca 
or paddy. In fact they mostly depend on the 
market for their requirements of tapioca 
and rice. See Chapter 8, ibid, pp 216-18. 

3 M V Nadkarni, Marketable Surplus and 
Market Dependence in a Millet Region, 
Allied, New Delhi, 1980: and also Socio- 
Economic Conditions in Drought-prone 
Areas, Concept, 198S. 

4 Suman Sarkar, ’Marketing of Foodgrains: 
Analysis of Village Survey Data for West 
Beni^ and Bihar', Economic mtdPoUtkal 
ftkekiy, September 26,1981, pp A103^106. 

5 Barbara Harriss, Exchange Relations and 
Poverty in Dryland Agriculture, Conc^, 
1984, pp 162-163. 

6 M V Nadkarni, 198S, op cit (Chapter 7). 

7 K Subbaiao; Dynamics of Rice Thade—Rke 
Marketing System and Compulsory Levies 
in AP, Allied, New Drihi, 1978 (Chapter 4). 

8 See Ninan, Cereal Substitutes, op cit 
(Chapter 6). 
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and Constraint on Maiginat and Small 
Farmers’, Economic and Polltktd Hkekiy, 
March 28. 1981, pp A 29^ 36. 
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Impact of Irrigation on ¥ami ¥.conoTOy in 

Hi^ Rainfall Areas 

The Kal Project 

B F) Dhawan 

During the pre-independence period an impression prevailed that returns to irrigation in high rainfall regions 
of the Indian sub-continent would be very incommensurate with the comparativeiy high investment outlays needed 
for developing irrigation resource, both under public and private aegis. In view the paucity of ex post evaluation 
studies, this impression still persists. 

The validity of this impression is probed in this paper with the aid of data thrown up by a recent important 
survey in the command of the Kal Irrigation Project, a major irrigation work in the Konkan region known for 
Its very high rainfall. It is found that returns to irrigation can be substantial despite there being gross underutilisa¬ 
tion of irrigation potential occurring primarily in the kharif season. 


THERE is spatial unevenness in irrigation 
development in India. A noteworthy aspect 
of this unevenness is one of negative associa¬ 
tion between irrigation and rainfall of a 
region. Thus districts with high rainfall have 
a low irrigation ratio which averages about 
30 per cent for the country as a whole. 
Historically, areas of low rainfall of the 
country have kept ahead of other areas in 
the rise of irrigated agriculture. This was 
especially so during the era of British col¬ 
onial rule when public investment in major 
irrigation works went largely to tracts of low 
and medium rainfall conditions in the Indian 
sub-continent. 

In the post-independence period, public 
irrigation works have been construct^ in all 
parts of the country. However, in the same 
period irrigation dewlopment under private 
aegis in low and medium rainfall regions 
occurred at a much higher pace. To some ex¬ 
tent, this regional differential in irrigation 
development on farmers' own account may 
be ascribed to the difference in state and in¬ 
stitutional support provided to the farmers 
for establishing their own wells and tube- 
wells. Thus state plans for rural electrifica¬ 
tion and programmes for subsidised finan¬ 
cing of v^ls, tubewells, pumpsets, etc, in¬ 
stalled by small and marginal farmers made 
a difference to the rise of private ground¬ 
water irrigation in different states of India. 

The question is : Why have the state 
governments (as well as central institutions 
like NABARO and commercial banks) in 
high rainfall regions been much less zestful 
in aiding the rise of private well irrigation? 
Did they perceive that inveriment in a private 
well is ^ an attractive proposition in high 
rainfali regions? Is the perception linked to 
the feeling that the demand for irrigation is 
bound to be low when rainfall is high? Or 
is there a perception that, landholdings being 
small and ftagmented in space, few farmers 
can overcome the problem of indivisiMe in¬ 
vestments in a well/tubewell? Whatever be 
the reasons, a lingering feeling exists in the 
concerned circles (of agricultural econo¬ 
mists, irrigation engineers and administ- 
mtors) that returns to irrigation investment, 
bodi in tlM public and the inivate sector, are 


rather low. Because of paucity of ex post 
evaluation studies it is not possible to say 
if this feeling is duly substantiated by facts. 
Yet the three noteworthy factors behind the 
feeling are as follows: 

1 As irrigation water is actually a close 
substitute for natural rain water, the need for 
its use in high rainfall regions is ceteris 
paribus much less than in low rainfall 
regions. 

2 As the levei of crop yield is already high 
(in comparison to low rainfall regions), the 
yield-raising impact of irrigation in high 
rainfall regions, other things being equal, is 
bound to be lower. 

3 Income and production gains via the 
pure crop pattern effect, though so substan¬ 
tial in low rainfall regions, are likely to be 
restricted in high rainfall areas where paddy 
cominues to dominate the crop pattern both 
before and after the introduction of irri¬ 
gation. 

Thus in the conventional paradigm for 
high rainfall areas the main impact of irri^- 
tion would come via the intensity of crop¬ 
ping effect, and far less from the yield and 
crop pattern effects, lb the extent it is true 
that the capital cost of establishing irrigation 
works in high rainfall tracts are more, the 
force of the conventional argument about 
the non-viability of irrigation in high rain¬ 
fall areas begins to strike us in a rather ap¬ 
pealing manner. This appeal is reinforced 
whenever one comes across evidence of 
(1) gross underutilisation of irrigation 
capacity in a project located in a high rain¬ 
fall area, and (2) the differ^ce between ir¬ 
rigated and unirrigated yield of paddy in 
these areas being modest, if not marginal. 

The focus of this paper is on the impact 
of the Kal irrigation project on the crop 
economy of the Konkan area. The main 
parameters of this economy under evalua¬ 
tion are aggr^ate crop output, national in¬ 
come generation, income from crop enter¬ 
prise^ and labour employment. While doing 
so, the impact has measured per crop 
hectare area of the sample households 
actually brought under irrigation during 
1984-83. In this, the author has departed 
Dom S G Borude and Shobha R hwar's 


analysis in their study Socio-Economic 
Impact Survey in the Command Area cf Kat 
Irrigation Project, as they evaluate the im¬ 
pact per household as well as on per ca|rita 
basis, lb that extent, the results presented 
here are of a supplcmenury nature to thdr 
work. Yet, two following observations are: 
worth making here 

First, while Borude and Pawar have not 
evaluated altogether the aspect of national- 
income generation from the project, their 
analysis of the aggregate crop output impatg 
is very meagre. Second, their impM magni¬ 
tudes are seriously overstated Imause they 
fail to make due correction for the (woblcsn 
of beneficiary farmers’ land endowmeht 
being about one-thiid higher than that of 
the non-beneficiary farmers. This aspect of 
their evaluation is commented upon in a 
later section of this paper. 

The author has refrained from utiliring - 
the impaa results of a single project to con¬ 
clude anything about the conventional 
wisdom about irrigation in high rainfbQ . 
areas. For one thing, doubts about the 
viability of irrigation in such areas cannot 
be resolved with the aid of results for a single 
project. For another, the author does not 
have access to the requisite dau for cairying 
out the sundard benefit-cost analysis. In 
fact, even Borude and Pawar do not attempt, 
any BC analysis for the Kal Project.' 

KAI. iRRiOATlON PROJECT 

The Kal project is one among the few at- ■. 
tempts to harness for irrigation purpose the 
huge waters of the west-coast rivers of tho; 
Konkan-Malabar region. It taps the waters 
of the I^nalika for the beneift of Mangoon 
uid Roha talukas of Raigadh district of 
Konkan Maharashtra. Constructed at a cost 
of Rs 78 million (revised figure of 1985-86), 
it was completed in the late seventiefc Its live 
storage of 1.83 million m’ (about 18,300 ba- 
metres) is designed for irrigating a crop area 
of the order of 8,000 ha. Rainfell in the com¬ 
mand area being very high (3 to 4000 mm 
per year), poddy it the principal crop of the 
area both under rainfed and irrigated con¬ 
ditions. The project planners did provide for 
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; seme cn^ diversification by visualising 2 to 

■ Jjptrcat of tkmiatmpotenMbai^ 

-USOrbed in eaeft of the following crops: 
sugarcane, tabs groundnut, frtdts, kharif 
.vcgeubles, summer vegeubles, and rabi 
fodder. Yet, these crops were hardly to ac¬ 
count for one-fifth of the total irrigated area, 
thereby assuring the continuation of the pre¬ 
eminent position of paddy cultivation in the 
area. 


Measurement of Irrigation Impact 

The measurement of the irrigation impact 
is usually achieved through a comparison 
between farmers with irrigation and those 
wthout it. Hb operationalise this approach 
. iso the problem, scholars gather survey data 
about these two categories of farmers. This 
’ » what Borude and Pawar do for the Kal 
' irritation project. To begin with, two 
. categories of villages are selected, one 
benefiting from the project and the other 
non-benefiting. The sample of benefited 
'. villages in the present study is 14, con- 
tthuting one-tenth of the benefited villages 
.iin the Kal command. The unbenefited 
.ivttlages are chosen from the peripheral 
region around the Kal command. These 
number 10 in all. Borude and Pawar choose 
20 village households randomly from each 
of the selected villages. Thus the main 
' sample comprises 280 households while the 
bontrol* sample consists of 200 households. 
Xtoils about the farming and non-farming 
. airtiviiiies of these sample 480 households 
. were obtained for the agricultural year 
: TM4-83. 

' A crucial assumption in the above evalua¬ 
tion approach is that the state of the 
households in the control sample serves as 
die proximate but hypothetical state of the 
- command households for the survey period 
had they not benefited from the establish¬ 
ment of the project in question. In practice, 
ibis assumption is not so easy to fulfil, 

' whereby biases in impact assessment do 
arise. A priori it is difficult to specify the 
dbection of such bias in evaluation. A major 
. .aource of the biases is the difference in land 
endowment in the two samples. Land being 
such a prima^ source of crop output— 
which in turn'determines income and the 
level of use of farm inputs (including 
. labour)—any noteworthy difference in this 
regard between the two samples affects the 
magnitude of the impact findings, lb a laige 
. «tent, however, the bias can be overcome 
through appropriate analysis. In fact, a sim¬ 
ple (i e; pro rata) correction for area dif- 
fonence; as shown in this paper, can substan¬ 
tially rectify the bias. 

In the present case, the land endowment 
of the sample households from the com¬ 
mand villages is considerably more than that 
(Of the control sample. This is evident fiom 
the land statistics given in Thble A. One 
main reason why the land endowment 
toms out to be higher for the households 
' in the command area sample is the larger 
proportion of cultivator households; they 
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trol sample: Another (actor is that com- 
pamtWely more small and maii^nal Gurimrs 
are found in the control than in the main 
sample of households. Whatever be the 
reasons, these differences in land are not 
project-related but the outcome of the very 
sampling process under which choosing a 
control sample as a peifect foil to the main 
sample from the benefited villages is in¬ 
herently problematic. For, achieving com¬ 
parability in land endowment and its distri¬ 
bution Is just one aspect of the problem of 
setting up a control sample. Yst oik is like¬ 
ly to be much nearer the mark in evaluation 
of irrigation impact in respect of income/ 
output from crop enterprise if the measure¬ 
ment is per unit of land area than per 
household or per capita. In particular, the 
measurement per unit of irrigated crop area 
is helpful in later estimating the total pro¬ 
ject impact on the principal parameters of 
the crop economy. 

Crop Output impact 

Borude and Fawar’s analysis is suggestive 
of a boost in aggregate crop output in the 
Kal command area as a consequence of the 
establishment of the irrigation protect. In 
value terms, the aggregate output per sample 
household rose by nearly 183 per cent (vide 
Ikble 11.46, p 227). In this rise, the output 
of the principal crop of the area, namely, 
paddy, rose even faster (207 per cent). 
However, these magnitudes of the project 
impact need downward revision for reasons 
of land endowment difference between the 
command and the control sample house¬ 
holds. 

If the adjustment is carried out with 
reference to the diffeientiaJ in operated area, 
we have to first inflate the wiihout-canal 
figure of aggregate output/paddy output by 
a factor of 1.33 (or deflate the with-canal 
figure of output by a multiple of 0.75) and 
then work out the per cent changes. With 
this procedure, the revised magnitudes of the 
Kal project turn out to be about 113 per cent 
for aggregate crop output impact, and 130 
per cent for paddy output impact. But if the 
adjustment is effected with reference to the 
lower differential of the cultivated area per 
household, the revised magnitude of the ag¬ 
gregate output impact becomes 130 per cent, 
and that for paddy crop output 149 per cent. 

As 8 result of the above adjustments, one 
may place the ag^gatc output impact of 
the lU project in the range 113-130 per cent. 
Hiough this is well bejow the unadjusted im- 



wake of the project. A more than douMfiig 
of the output is all the more sifoifkant as 
it pertains to a region of high rainfall. 

The entire addition to grain supplies is of 
H YV rice, mainly Jaya and Ratna varieties. 
Though consumer preference for local rice 
does exist, the additional rice did not give 
rise to any consumption or di^xMal problem 
for the beneficiary households in the main 
sample. One reason behind the smooth ad¬ 
justment to HYV rice could be the huge 
scale adoption of HYV paddy seeds by the 
non-beneficiary households as welt-they 
allocated only 7 per cent area to local paddy 
in 1984-85. Tlw price premium feu local over 
HYV paddy of the order of 10 per cent 
proved unattractive to these subsistence 
farmers in comparison to the yield advan¬ 
tage of HYV paddy over local paddy: 32 per 
cent in the yield of clean rice and 17 per cent 
in the yield of paddy straw. In overall terms, 
the gross value of production, acre for acre, 
for HYV paddy turns out to be about one- 
fifih more than that of local paddy. 

If we access the aggregate output impact 
of irrigation projects with reference to one 
irrigated hectare instead of one farm house¬ 
hold, we can easily work out the total out¬ 
put addition due to a given irrigation pro¬ 
ject, as also analyse a la Minhas- 
Vaidyanathan the three components of this 
output change, v/z, the pure area effect, the 
pure yield effect, and the pure crop pattern 
effect of irrigation. With this dqurture from 
Borude and Hawar’s analysis, let us proceed 
to assess first the output contribution of 
each crop ha aaually brought under irriga¬ 
tion during 1984-85 ^ the Kal irrigation 
project. 

In view of the fact that without canal out¬ 
put of the control fanners consists of paddy, 
‘nagli’ (ragi) and soiik vegetables, the over^ 
output perforce gets assessed usually in 
monetary terms. This procedure of crop ag¬ 
gregation is quit! suit^ for taking due note 
of changes in crop byproducts as well. But 
since the true purchasing power of the rupee 
in India, thanks to the price inflation, is 
dated in time, one can attract away from 
the problem of datedness of the monetary 
unit tv the simple dmice of converting all 
diverse crop outputs into thdr equivalent 
outputs in terms of a sin^e crop (jowar, 
wheat, rice, etc). In this paper; we are using 
the rice equivalente. These rice equivalents 
are compi^ for the entire crt^i output, in- 
clustre of the by-products, as also for the 
main products separately. However, for 


Table A 



Area Ber Sample HousehoM (ba) 

Per Cent 


Command 

Control 

Difference 

Land ownership 

0.74 

0.55 

(+)35 

Operated land area 

CuMvated area (other than fallow and 

0.69 

0,52, 

(+)33 

grazing land) 

0.S3 

0A3 

(+)2S 


M74 







wDik^Bif impact of irrigation, 

the yii^ of *f»uld better be left 

out eoofnnoa arise. The sample 
aieas andi tlieir crop yields are listed in 
TsUe \. 

Borude and Pawar give an estimate of 
about 9,714 quintids of paddy output by the 
280 hous^olds in the mun sample, consist' 
ing of 4452 quintals from the kharif season 
aiid about 5,162 quintals from the rabi 
season of the leference year 1984-85. Rainfed 
rabi paddy being not reported at all by any 
household in either of the two samples, one 
m^r conclude that it is not a feasible pro¬ 
position in the absence of irrigation—the 
source of irrigation must be copious and 
dependable as the water needs of paddy in 
dry season are both heavy and exacting. 
Given this perception, one is justified in 
presuming that the Kal project enhanced 
crop output by at least 5,162 quintals of 
paddy (nearly 3,407 quintals of rice) which 
is the rabi season’s output of the sample 
households in the 14 command villages. 
Their total irrigated acreage being about 133 
ha, the output addition per canal-irrigated 
ha is about 2.6 tons of clean rice (3.1 tons 
of rice equivalents if the byproduct yield of 
paddy straw were taken into account). Even 
thou^ it is truly a substantial figure in 
foodgrains augmentation with canal irriga¬ 
tion. it requires some upward adjustment for 
the ‘cross effect’ of rabi irrigation on kharif 
output for the reasons given below. 

The pattern of kharif season cropping in 
the command village is superior to that in 
the non-command villages. Though this dif¬ 
ference is not directly linked to the irriga¬ 
tion factor (both being totally under rain- 
fed situations), yet an indirect connection 
may indeed prevail in the present case. 1b 
begin with, the Kal project, by generating 
additional income from rabi cropping, im¬ 
proves the resource position of the beneft- 
ciary households. As a result, their capacity 
to raise more resoutce-using HYV paddy in 
lieu of local paddy and ‘nagli’ grain rises, 
not to mention their better capacity to with¬ 
stand the higher risk of mono cropping of 
HYV cultivation in comparison to lower risk 


of a diverse crop pattern under ndnftsd «»- 
dmons. Secondly, there exlsU the eitreme 
nsk of severe crop failure due to a prolonged 
break in the monsoon even in an ana of high 

or assured imnfaW. The existence of the ^ 
reservoir lowers tins risk as faimen in the 
commaitd know full well that the canal 
system is designed both for kharif and rabi 
seasons, notwithstanding thmr decision to 
do kharif farming under unirrigated condi¬ 
tions only. 

The rainfed kharif yield, expressed in rice 
equivalents, is 20.15 quintas per ha for the 
command sample, about one quintal more 
than the corresponding yield for the control 
sample (19.21 quintals). Thus each hectare 
of canal-irrigated area of the Kal command 
added about 2.1 tons of rice production, 
about 2.6 tons directly from rabi irrigation 
and about 0.1 ton indirectly ftom cross ef¬ 
fect on kharif farming. By any yardstick, it 
is a noteworthy contribution of the Kal pro¬ 
ject. For one reason, it is over and above 1.9 
tons of rice equivaloiis from the same piece 
of land under rainfed conditions. Secondly, 
it is somewhat higher than that of the 
Punjab canals. The total output addition 
from the Kal project during the single year 
1984-85 appears to be of the order of 12,000 
tons, carrying a value of nearly tts 29 million 
(without counting the addition to straw out¬ 
put). This estimate rests on the Allowing two 
premises: 

(1) Each canal-irrigated ha raises output by 
2.7 tons. 

(2) Ibtal irrigated area of the Kal project in 
1984-85 was 4,600 ha (42 per cent below 
the created potential),^ the whole of it 
being used in the rabi season. 

Kabi paddy under rainfed conditions 
being infeasible in the Kal command, one 
must be careful in analysing the yidd conse¬ 
quences of the Kal project More specifically, 
. one must distinguish between the apparent 
and the effective yield impact on the one 
hand, and bear in mind the distinction bet¬ 
ween pure crop yield improvement and rise 
in overall land productivity. For paddy crop 
the apparent yield impact of the Kal, as 
would be conventionally computed by dif- 


Table I: Kai. Sample Area and Crop Yields for 1984-85 


S No Item 

Main Sample 

Control Sample 

Crop area (ha) 





1 Kharif HYV paddy 


147.76 


70.48 

2 Kharif local paddy 


Nil 


5.00 

3 Kharif‘nagli’crop 


Nil 


lu.59 

4 Rabi HYV paddy* 


132.52 


Nil 

5 Ibtal 


280.28 


86.07 

Crop yield (qttintals^'ha) 





6 kh HYV paddy 

paddy 

30.33 

paddy 

30.46 


straw 

26.54 

straw 

24.90 

7 Kh local paddy 


— 

paddy 

iijoa 




straw 

25.14 

8 Kh’nagU’ 


— 

grain 

11.33 




byproduct 

3.00 

9 Rabi HYV paddy* 

paddy 

38.95 


— 


straw 

36.05 




* Irrigated. 




fermidng the reported average yidds tor Irt' 
ligated and unirrigated paddy, turns out to 
be modest. Exdu^g straw yidd from the 
reckoning, the irrigated yidd for paddy wag - 
38.95 quinuds/ba during the rabi season of 
1984-85. Tins is €9 per cent higher than the 
unirrigated yield for kharif local paddy iin 
The same year. But this it only 28 per cent 
when the difference is taken for HYV paddy 
of the kharif season. Given the Idgh 
wdghtage of HYV vis-a-vis local padUy 
under unirrigated conditions, the apparent 
yield differential due to the Kal irrigation 
is of the order of 9 quintals/ha, about 30 
per cm above the overall unirrigated yidd 
level of the order of 30 quintals/ha. This 
pure yield differential for paddy crop is way 
below the effectiw yidd impact of the Kal 
project, reckoned equd to nearly 39 quinfds 
of paddy. 

l^koning with both main products and 
byproducts, the land productivity per ha of 
sown area is about Rs 4,800 (Rs 3,950 pgr 
ha of operated area) in the absense of canal 
irrigation, but rises to Rs 11,050 under cand , 
hrigation (Rs 8.440 per ha of operated ai«d<' 
Thus the Kal project boostt land ptothidivi^y- 
by 113-130 per cent, the lower estimate bddg' 
for the measurement on operated am bads.' 
This more than a doubling in the produo^ 
tivity of land resource geu reflected in a riag 
in land prices. Atxotding to Borude and' 
Rswar, the price for paddy land without ac^. 
cess to irrigation was nearly Rs 22,000 p^ 
ha, whereas the same for canal-irrignilad ' 
paddy land was Rs 30,500. Of coursq the 
price differential is incommensurate with.tfed '. 
differential in land productivity. Why? : 
Because of notional nature of land prices 
owing to few transactions in land? Or. 
reported land values, though based on actual i 
transactions, are distorted by and buya(i^ 
with a view to save on registration feet?-.' 

DisTRiBurioN OF Output Gains 

An idea about the relative contribmioo of 
different categories of fanners to additional 
production of the order of 12,000 tons of 
rice per annum 1^ the Kal project cat) bg. 
formed by analysing these farmen* rdarive 
shares in total rabi rice output of the sample 
beneftciaries, which amounts to 5,162 qmn- ' 
tals of paddy. There being no farm house-. 
hold with big landhtriding in the sample; tiie 
three categories of cultivating housAddS;, 
namely marginal farmers (upto one ha),. 
small farmers (one to two ha) and medium - 
farmers (4 to 10 ha) together accoum for 
nine-tenths of the above output—the rest of ' 
the one-tenth is mostly from smaQ plots hgld ; 
by agricultural labourers, artisans, trad^ . 
service men, etc, in the samfrie command 
villages. Marginal cultivators, each openqing 
half a hectare of canal-inrigated field but. 
being otherwise very numerous in the sam¬ 
ple; accoum for almost six-tenths of the totf 
rabi output. Since small and matgittai eulti^ 
vators account for nearly seventy-one pet' 
cent of the total output bmefit, iUt project' 
may be rated high on the equity scale. 
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MgrU^Swplut 

How much of the additional grain out¬ 
put due to the imroduction of the Xal canal 
irrigation did reach the grain market? At 
nra thought it appears as if the whole of 
it became marketed surplus. This is sug¬ 
gested by the empirical finding of Borude 
and Pawar that paddy sold by the bene¬ 
ficiary farmers during 1984-gS, namely, 
5,276 quintals, was a shade more than the 
rabi paddy output. The same is true for the 
marginal as well as small fanners. However, 
the mar,keted surplus may become con¬ 
siderably less than the rabi output figuie 
when we reckon with the fact that these 
beneficiaries were selling a substantial part 
of their outputs prior to the Kal project. This 
is borne out by the finding that the sample 
of control farmers sold two-fifths of their 
paddy output—and one-Hfth of their ‘nagli’ 
output—during the reference year, Were we 
to assume similar sales by the beneficiary 
farmers, these would amount to somewhere 
between 1,391 and 1,757 quintals.^ Even 
then, at least two-thi^s of the additional 
production from the Kal project most pro¬ 
bably was marketed. This is a significant 
result for high rainfall areas which happen 
to be often areas of high population density 
and liny landholdings. Thus the planners 
need not worry unduly that additional pro¬ 
duction' from irrigation schemes in such 
areas may be mostly absorbed in subsistence 
of the farmers.and his farm hands who ex¬ 
pect their wage payment in kind. 

Income Gains 

Pntfllabilily of Crop Enterprise 

There are more than one ways through 
which the income impact of an irrigation 
project can be analysed. One of the common 
ways is to measure the additional output due 
to irrigation, net of the incremental costs of 
cultivation. In this approach, the valuation 
of farmers’ own inputs of land, labour, and 
capital is a problem. Hence, four different 
cost concepts ate used by farm research 
scholars, namely. Cost Al, Cost A, Cost B, 
and Cost C, giving rise to four differmt 
income concepts correspondingly. Of these, 
the income based on Cost C is a measure 
of pure profitabteness of the crop enteiprise 
because this cost is inclusive of all paid as 
wen as bnpmed costs. On this reckoning, the 
Kal project did transform crop activity in the 
project area from one of a loss into a pro- 
fltalte ona Whereas farmers in the control 
sampk incurred a loss of about Rs 130 fh)m 
each crop hectare devoted to crop activity, 
the beneficiary farmers reported a surplus 
of about Ra 290per hectam But des(dte such 
iransfbtmation in the crop enterprise due to 
irrigadon. these fitrsners are not able to over¬ 
come the fimdaflheatal imbalance in their 
honsehdd account, though theta has.been 
‘ some reduction in their amount of annual 
dissavings.* 

In the Indian conditions, the imputed 
costs of cidtivation on account of resources 


of land and labour are actually inctuhes as 
these resources are mostly owned by'small 
farmers themselves. Thus the farm income 
computed on Cost Al is a pertinent measure 
of income for such farmers. Adopting this 
measure, one finds the following picture of 
inepme from various crops in the Kal com- 
mahd during 1984-85; 



Control 

Sample 

(Rs/ha) 

Command 

Sample 

(Ks/ha) 

Unirrigated 

Kharif local paddy 

1,853 


Kharif HYV paddy 

2,258 

2,669 

Kharif ‘nagli’ 

799 


Irrigated 

Rabi HYV paddy 

— 

3,811 


Using the relevant crop area weights (vide 
Ihble I), the average income on cost Al basis 
for the control sample works out to Rs 2,055 
for each hectare of 86.07 hectares under 
cultivation in 1984-85. The same for the 
command sample averaged Rs 6,087 for each 
of 147.76 ha of the cultivated area of this 
sample. Thus the Kal project nearly trebled 
farm income from each cultivated hectare. 
This additional income of the order of 
Rs 4,000 is primarily due to the Kal project 
enabling landowners to raise an additional 
crop of paddy during the otherwise fallow 
rabi season. Further, nine-tenths of this rise 
is due to rise in intensity of cropping (from 
100 to 189) due to irrigation. The rest of the 
rise in income may be attributed to the two 
following factors: (1) abandonment of low 
value ‘nagli* during kharif season and 
(2) realisation of internal cost economics a.s 
the fixed overhead of depreciation charge 
got spread over enhanced crop atea.^ 

Private BC Ratio 

For the farmers, public canal water, 
thanks to its high subsidisation by the state 
governments, is a very profitable proposi¬ 
tion. In the present case, the farmers in the 


Kal command realise an income of about 
Rs 3,800 from uring canal irrigation for rabi 
cropping alone. For this use, they pay 
Rs iSO/ha as canal charges to the state ir¬ 
rigation department. In addition, they incur 
cost to the tuiw of Rs 240on account of car¬ 
rying out the irrigation operation, for which 
about 25 mandays labour is reported by the 
Kal farmers. From the farmers’ angle, the 
cost of irrigation is Rs 420. giving a private 
BC ratio of about 10 (Rs 420 ■«- Rs 3,800 
divided by Rs 420). However, the project BC 
ratio would be far less than this. If 10 per 
cent interest cost on project investment of 
Rs 78 million is reckoned, the interest cost 
alone amounts to Rs 1,691 per ha actually 
irrigated. Assuming Rs 150 on account of 
repair and maintenance cost/ha, the 
resource cost of Rs 1,841 adds to farm in¬ 
come to the extent of Rs 4,000 (Rs 3,811 -f 
Rs 180).* 

National Income Generation 

An interesting income concept is that of 
the ’national income* computed on the. 
'value added’ principle, whereby only the 
material costs of inputs are deducted from 
the value of output. Thus paymenu to hired 
labour (as well as imput^ family labour 
cost), being a source of income to labour¬ 
ing class, are not akin ro material inputs.' 
Likewise, other factor payments in the form, 
of interest on capital and rent paid for 
lea.sed-in land, as well as payments of land 
revenue tax, or provision of notional cost of. 
farm management (as is made in the present 
study by Borude and I^ar) are all treated 
as income generation activities of the 
economy. The adoption of this nationad in-' 
come approach results in an impact of 
Rs 5,560 per irrigated ha. This impact is (he 
result of an investment cost of Rs 16,900 per. 
ha actually irrigated, yidding a captUri- 
output mtib of three for the Kal project. The 
ratio is undoubtedly biased downwards.’ 
There is no escape from the conclusion that 
it is a rather high capital-output ratio for an 
activity belonging to the realm of agricul- 


Tadle 2: Reiative Distribution or On-Farm Income Gains from Irrigation 


Sr 

Household 

Average 

Average On- 

Per Household 

Total Income 

No 

1 Category 

Irrigated Area 

Farm Income 

On-Farm 

Gains by 


(Number) 

Per Household 

Per Irrigated 

Income Gains 

Household 



with Access to 

Hectare (Rs) 

from Irrigation 

Category* 



Irrigation (ha) 


(col 3 X col 4) 

(000 Rs) 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

1 

Marginal farmers (150) 

0.50 (86) 

3789 (99) 

1895 (86) 

284 (56) 

2 

Small farmers (29) 

1.17 (202) 

3546 (93) 

4149 (188) 

120 (24) 

3 

Medium farmers (10) 

0.97 (167) 

4117 (108) 

3993 (181) 

40 (8) 

4 

Agricultural labour house- 






holds (5) 

0.29 (SO) 

4786 (126) 

1388 (63) 

7 (1) 

5 

Other non-cultivating 






households (34) 

0.37 (64) 

4089 (107) 

1513 (68) 

51 (10) 

6 

AU households (228) 

0.58 (100) 

3811 (100) 

2210 ,(100) 

504 (100) 


* Obtdned by muhiplying column 5 by the number of sample households shown in parentheses 
in column 2. 

Notes: (1) In the columns 3 to 6, the bracketed figures are relative values to the sample of 228 
households. 

(2) The income is computed on Cost Al as the measure of cost -of cultivation. 
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tilfdf sector for which the niid i$ asiialiy^ 
ptoced between 2.0 and 2.S. 

Disiribulion of Income Gains 

On-farm income gains of a rural 
household are primarily determined by two 
parameters, namely, its hold of irrigated 
acreage and the on-form income gain from 
each unit of such area. Not all the sample 
household from the project beneHted 
villages reported access to canal irrigation. 
For the households the form income 
gains by category of households are listed 
in ‘Msle 2. Nearly nine-tenths of the ag¬ 
gregate income gains from crop activity ac¬ 
crued to the cultivator households. Of the 
total income gain of about Rs 0.5 million 
from canal irrigation, more than half was 
. claimed by the marginal farmera having up 
to one hectare of landholding in the project 
; command. Ibgether with the small formers 
i (one to two ha of landholding) they ac- 
' counted for four-fifths of the non-form in- 
^ come generated by the Kal project. These 
^ respective shares in total income generation 
an primarily traceable to inter-household 
differences in canal irrigated acreage, as the 
Inter-household differences in realised on- 
fiurffl income per unit of irrigated area (vide 
column 4 of ihble 2) are rather small, more 
so among the three categories of cultivator 
. libusdiolds. 

;. The agricultural labour households claim 
' .barely one per cent of the total income from 
the irrigated crop enterprise. This is, 
however, not a worrisome matter, as these 
-<aw essentially landless households which 
. primarily rely on income from their labour 
. poster. So these benefit from irrigation 
; thipugh a rise in demand for thnr labour 
, power. In the sample, each canal-irrigated 
' hectare gave rise to an additional wage pay- 
ineot to hired limour of the order of Its 1,100 
during 1984-85. For the sample 133 ha of 
canal area the total additional wage 
payments would amount to nearly Rs 150 
Uiousand per year. Whether these accrued 
wholly to the 34 agricultural labour 
' households in the command sample is not 
a. pertinent matter. In fact, this additional 
wage income accrues also to the following 
households: 

(1) Marginal and small formers who offer 
thienudves for hired labour to other farmers. 

Agricuhural labour households of the 
sdected as well as the non-selected villages, 
as also to the non-command labour house¬ 
hold 

' On the basis of the data for 21 sample 
lateur households from the command 
vOiages and 34 from the control villages, one 
finds an income difference of Rs 1,600per 
labour household on account of wage earn¬ 
ings (Rs 2,079 in total itKome from all 
sources) in fovour of the households in the 
command sample Since this difference is 
almost SO per cent of the wage earnings per 
labour household in the control sample 
(lU 2,500), one may say that the Kal project 
might have raised the Income level of the 


hiboor dass by .SQ pdr pefif (fif SMit' if 
computed in ration to totd income). In 
idative terms, tMs income increase ftom 
wage labour is much less than the increase 
in farm business income (from crop enter¬ 
prise) in the case of landed class, that is, 
cultivator households, in whose case farm 
business income rose by nearly 200 per cent. 
But the reasons given below would suggest 
as if the disparity in gains between labour 
class and iaiided dass is ^obably lesser than 
suggested by the above compuutions. 

The hired labour in both the command 
and control villages is priced by Borude and 
Pawar at almost the same wage rate; namely, 
Rs 9.73 per day for male labour in the con¬ 
trol sample and Rs 9.72 per day in the com¬ 


mand sami^' 

capture the bcnefi^ifflpaetofthe Kd pio- 
jed on wife rattt bectiise of rise in dimand 
for farm labour. The prevalence of 
wage rates both within and outside the 
command area in 1984-85 is due to absbncc 
of segmentation in the form labour market 
in and around the Kal command area. Hius, 
the wage income gains of the labour class 
are probaUy underestimated. 

Secondary Income Impact 

It is very difficult to work out the secon¬ 
dary income generation of an inrlgation pro¬ 
ject, though this is not of inconsiderable 
magnitude in comparison to the direct in- 
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of the 4lteet te^ome impart is the national 
income addition tlmnith the applkation of 
cand ^water xo nop activity. In the present 
case, this amounts to Rs S,S60 pet irrigated 
ha, of which about Rs 3300 accrue to the 
^ landowner and Rs l^OOto rural households 
fairing out their teltoitr power to the irri¬ 
gators. Since neither land is exclusively 
owned by culdvator households nor labour 
power is solely provided by the agricultural 
labour households, it is important to 
remember that tmly a substtntial portion of 
Rs 3,800 accrues to the cultivator class and 
likewise a substantial portion of Rs 1,100 ac¬ 
crues to the labouring class. Some numerical 
idea about these two proportions can be ob¬ 
tained if we have information on class shares 
in land ownership as well as hired labour 
power. 

From our sample dau we find that 89.4 
per cent of the irrigated area bdongs to the 
cultivator households. Thus Rs 3,400 out of 
Rs 3,800 of farm business income may be 
deemed for the cultivator households. Of the 
rest, about Rs 360 accrue to non<ultivator 
households other than agricultural labour 
households who get only Rs 42. Unfortu- 
natdy, a similar break up of Rs 1,100 of 
hired labour income cannot be accomplished 
as we do not know the class-wise breakup 
of hired labour used in irrigated agriculture 
of the area. 

Some idea about the additional income 
generation from the secondary impact can 
be obtained by analysing the income increase 
of the nrm-cuitivating households other than 
of agricultural labour. Such households 
number S4 in the command sample, and S5 
in the control sample. Their income dif¬ 
ference, on per household basis, was 
Rs 2,943 during 1984-85. Some of this dif¬ 
ference is already counted when we com¬ 
puted direct income impact. In other words, 
we may leave out of reckoning the income 
differences due to crop activity (Rs 1.393) 
and wage earnings (Rs 338). This leaves us 
with a inference of Rs 1314 per household. 
Multiply this figure by 54 and then dividing 
it by 132.52 ha of irrigated area in the sam¬ 
ple^ we obtain an estimate of about Rs 500 
of secondary income from each ha of irri¬ 
gated area. This is only a local secondary 
income impact. 

Anyway, we get an estimate that for each 
Kal irri^t^ hectare the total income impact 
within the Kal command area was of the 
order of Rs 6,000. Fbr the Kal project as a 
whole the direct plus local indirect income 
impact amounted to nearly Rs 28 million in 
198445. (Possibly half of this accrued to the 
cultivating dass, and one-flfth to the labour¬ 
ing class.) 

Labour absorption Impact 

How much additional human labour gets 
emidayed as a result of krigatimt it proposed 
to be worked out here. The assessment is 
prtnwUy of labour used in the crop enter- 
prte The survey data reveals that under 
un^rrtiaidd oondirions the farmers in the 


control sample used following qumtuhi of opentiops.* This may largely explain the; 
human labour for each crop ha in their three emergence of compat^vely high magnitude . 
main crop actWitVes; m „ ,i, i of the em^oynveut-output eVastunty \n th« 

___**' Ka\ command—the typical value of this.' 


Family 

Hired 

Total 

Kharif local paddy 

104 

130 

234 

Kharif HYV paddy 

109 

129 

238 

Kharif ‘nagli‘ crop 

75 

82 

157 

Weighted average 

104 

123 

227 


The labour use per hectare of cultivated 
area under rainfed conditions is about 227 
persondays, almost equally divided between 
the two sexes. It is noteworthy that despite 
the landholdings being small, the use of 
family labour was somewhat less than that 
of him) labour. This comparatirely high use 
of hired labour in farm operations may be 
attributed to the paddy cultivation, in which 
timely completion of transplanting and 
harvesting requites the use of outside labour. 
Anyway, with the advent of the Kal project 
mono culture of paddy is further strengthen¬ 
ed, and demand for labour rising substan¬ 
tially, more so in the rebi season during 
which canal irrigation is used in the com¬ 
mand area. The actual labour use per ha 
during 1984-85 by the sample farmers of the 
command villages stood as follows: 

fdays/ha) 

Family Hired Total 

Labour Labour 

Kbarif HYV paddy 

(unirrigated) 130 122 2S2 

Kharif HYV paddy 

(irrigated) 156 130 286 

The labour use to the eitent of 286 days 
for rabi irrigated paddy is the additional use 
of labour due to the Kal project. This alone 
constitutes 126 per cent of the labour use per 
ha in the control sample. It is noteworthy 
that'this additional demand for labour wss 
met more from family supplies than from 
hiring outside labour. Reckoning with the 
marginal rise of 25 dayk in the kharif season, 
the total additional use of labour due to one 
hectare of inigation amounts to 311 days, 
almost equal to employment ontortunity for 
one person per year per ha of iirigated area. 
On this reckoning, the Kal project may be 
deemed to have created on-farm employ¬ 
ment for 4,600 persons. 

Let us see hw elastic is demand for 
labour with respect to crop output. Without 
the Kal project, the output of each hectare 
of land stood at Rs 4300, for which 227 days 
of human labour was used. With the pro¬ 
ject, these two numbers rise to Rs 11,030 and 
509 days, respectively. Thus, labour use rises 
by 140 per cent when the land productivity 
rises by 130 per cent, giving an employment- 
output eiatticiiy of 1.08. But the value of 
this dastldty is below unity (0.72) for hired 
labour. A look at the farm assets of the sam¬ 
ple households reveals that the beneficiary 
farmers had made no marked attempt to 
reduce the use of human Idspur by under¬ 
taking the meehaiusation of agricultural 


elasticity is 0.60. 

MAtN CONCUISIONS 

The farmers of the Kal command have not ., 
utilised canal waters during the kharif 
season. Sined two-thirds of the Kal irriga¬ 
tion potential are earmarked for use during 
this season, their non-use gives rise to the 
problem of underutilisation of irrigation, 
capacity. But thanks to the storage reservoir, 
the unutilised waters are finally used in the 
ensuing rabi season, a dry season when 
paddy crop cannot be matured without the 
aid of artificial irrigation. While in apparent, 
terms there is 42 per cent underutilisation 
of capacity of the Kal project, in real terms 
all the harnessed waters have been put to 
productive use by the farmers. As the irriga¬ 
tion requirements of rabi paddy are several 
times those of kharif crops, the crop area, 
benefited turns out to be much smaller than 
that visualised by the project pianners on the.. 
basis of irrigated farming in both kharif and. 
rabi seasons. 

Each hectare of canal irrigated area'; 
augmented crop output by about 2.7 tons of " 
rice during the survey year 1984-85. Knon^ ■ 
ing as we do know that this is over and above'' 
about 1.9 tons of rice output under rainfoct' - 
conditions, the foodgrains production ' 
augmenting role of the Kal project is quite < 
impressive. For the entire project, the addL 
tional production per year amounts to over , 
I2,(X)0 tons of rice valued at nearly Rs 29> 
million. A major part of the addition is due 
to increase in intensity of cropping in dig;,' 
wake of canal irrigation. While the intensity 
of cropping rose from nearly 100 to 188 per 
cent, paddy yield rose by 30 per cent—there* 
was little contribution from the crop pattern' 
effect as paddy dominates in both pre and. 
post canal situations. 

As a result of the Kal irrigation, cn^'. 
enterprise no more remains a losing propoii' 
tion for the farmers. It is found that each' ' 
canal irrigated ha added to farm business., 
income to the tune of Rs 4.000. As the Kal 
water is supplied to farmers at a low price 
of Rs 180 per crop ha, the returns to irrlga- ' 
tion are extremely high from fanners’ own.. 
angle—the private BC ratio is almost 10,^ 
From the viewpoint of national income con¬ 
cept, each crop ha under Kal project 
generated income of the order of Rs 5,600. 
of which nearly Rs 1,100 accrued to farm 
labour dass. As for the farm income gains,.. 
about 80 per cent of them accrued to small ' 
and marginal farmers who predominate in . 
the area. 

In the wake of a tremendous rise in in- 
tenrity of cropping, labour employroent nse 
substantially. For each canal irrigated hec¬ 
tare it worked out to an additioiud on-farat 
job «^>portunity for a sin^ person for about 
300 days in a year. Despite the small size of 
the landholdings in the Kal comnumd, there 
was substantial addition to demand for hired 
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-•iijiWty In tbii un is ■ Kt^ over 
butaroiiiKl a73 fbrhind taboor. This com- 
pwBtively Ugh vUuc of the elestidiy it bi- 
Ur ffAe due to low levd of mecfauiindon of 
the sample farmi. 

An in all. the public investment or nearly 
Its 7g million in the Kal irrigation project 
has yielded impressive icsultt in the shape 
of (1) additional grain outimt of the order 
of 12.000 urns. (2) additional national in¬ 
come of the order of Rt 26 miUion. and 
<9) addUoiial employment for 4^ persons 
on the formr hself. While the inrivate BC 
Mio for the project appcan very favourable^ 
one does not have enmigh data to say any- 
thlBi definite with regard to social BC nuio 
of the project. ProbaUy, it is a shade above 
nahjt The questkm is: how can it be enhanc¬ 
ed forthcr? Throngh greater use of canal 
water for mU and summer vegetables? 

Notes 

fthis pwer draws rather heavily on the 
^Bepnonuc Impact Survey in the Command 
Arsaof Kal Irrigation Pnijea, Raigad District 
(Maharashtra)' brought out by the Department 
W Awieuhuial Economies of the Konkan Agri- 
cUtuial University in 1986 under the joint 
audmahU of S G Borude and Shobha R Rmar.] 

j In passing, they mention on p 22 of their- 

leport a BC ratio of 1.53 for the project. 


imort a BC ratio of I.S3 for the project. 

. Most likely, this is an «r ante value that 
nprmally nguies in project rejxirts. 

2 Borude and Rawar do not report any such 
', number. This is worked out by the author Ur 
bknviag up the irrigated acreage of the 
s^eciea command villages, namely, 464 ha, 
nportad by them in Tkble 4.1 (p 24), by using 
a^metor of 10. The basis for this factor is the 
met that the sample command villages con- 
' Stkttte 10 per cent of all the 138 villages 
served by the Kal project. 

2 The lower estimate is on the assumption of 
, 6.10 quintals of paddy sale for each of the 
228 beneficiatim. This unit estimate is 
.derived from Uwcontiol sample. The upper 
estimate is obtained by assuming that 38.6 
pm cent of kharif output of the benefidarics, 
namely. 4.332 quintals, was sold in 1984^83. 
4 Bor the sample as a whole, the reduction in 
dtssavings is by a factor of half. Separate 
' statistics of dissavings by cultivating house- 
Mds are not reported by Borude and Rnvar. 

2 Our computations rev^ that, despite in- 
icreaic in investment in farm implements ^ 
the project beneficiary farmen, the depreda- 
tfon cost avenged Rt 114/ha for the bene- 
fldary househmds as against Rs 163/ha for 
dw non-beneficiary farms. 

(' Thit gives rise to a BC mtio of 2.2. Even this 
lewl may shrink (possibly to unity) if needed 
adjustment in ca^tal cost of the project is 
done and this cost it brought to the 1984-83 
pijoe level at which the on-fiirm benefits are 
assessed. No such adjustment is being at- 
ampied bee as our interest is not in the issue 
of viability of the irrigation investment. 

7 TMs eaphal-output nmo is seriously biased 
downwards as tM project cost at historical 
• iailead of current (1984-83) prices has been 

used, notwiihstanding the fact that we have 
ignond intome benefiu of the project con- 
V struedon {Hiase, as weU as the secondary in- 
oome benefiu from the establishment of this 
pteject. 

8 Bxcept for 27 threshers owned by the 280. 
hous^olds in the command villages, no 

.' other farm machine is reported. 


ESSAR INVESTMENTS LIMITED 

FORM IIA 

See Rule 4A(1) 

form of geneial notice to be given to the members of the public before malting an ap¬ 
plication to the Central Government under sub-section (2) of Section 22 of the Atonopolies 
and Restrictive Trade Praaices Act, 1969. 

NOTICE 

It IS hereby notified for the information of the public that ESSAR INVESTMENTS tTD proposes 
to make an application to the Central Government in the Department of Company Affairs^ 
New Delhi, under sub-section (2) of Section 22 of the Monopolies and Restrictive Trade 
Practices Act, 1969, for approval of the establishment of a new undertaking/unit/aivision. 
Brief particulars of the proposal are as under: 

1. Name and address of the applicant: 

ESSAR INVESTMENTS UMffElk 148 Maker Chambers IV, Nariman Point, 
Bombay 400 091. 

2. Capital structure of the applicsnt (as at 1-12-1988). 

Authorised Capital: (Rs. in lacs) 

90,00,000 Equity shares of Rs. 10 each 900.00 

issued, subscribed * folly paid up 

4,00,000 Equity shares of Rs. 10 each 40.00 

3 Management structure of the applicant organrsation indicating the names of the 
Directors, including Managing/Whole-time Directors and Managers, if any; 

The Company is managed by the Board of Directors. The names of the 
Directors of the Company are as fellows: 

Shri. Ravikant Ruia, 

Shrl. Shashileant Ruia 

Sfflt C.K. Ruia 

Sfflt. Matjju Ruia 

Shri. M.K. Srinivasan—Manager 

4. Indicate whether the proposal relates to the establishment of a new 
unit/division- 

ya% the proposal relates to the establishment of a new underoklng tor 
manufacture of PVC Resins. 

5. location of the new undertaking/un'it/division: 

Village: Auralya, Olst.: Etewah, State: UP. 

6. Capital structure of the proposed undertaking: 

Authorised, subscribed and paid up capital of Rs. 6,000 lacs comprising 
of 6,00,00,000 Equity shares of Rs. 10 each 

7 In case the proposal relates to the production, storage, supply, distribution, 
marketing or control of any goods/articles-. 

(i) Name of goods/brticles: PVC Resins 

(ii) Proposed licensed capacity; 100,000 tons/yr 

(iii) Estirhated annual turnover; Rs. 99,000 lacs 

8. In case die proposal relates to the provision of any service, state the volume of 
activity in terms of usual measures such as value, income, turnover, etc'. 

Not applicable 

9. Cost of the Project; 

Rs. 94,000 lacs 

10. Scheme of finance, including the amounts to be raised from each source; 

(Rs. In lacs) 

Equity (Including internal accruals and public istue) 6,000.00 

Borrowings from Financial Institutions 18,000.00 

Total 94,000.00 

Any person interested in the matter may make a represerrtation in quadruplicate to the 
Secretary. Department of Company Affairs, Government-of India, Shastri Bhavan, New Delhi 
within 14 days from the date of publication of this notice, intimating his views on the 
proposal and indicating the nature of his interest therein. 


Dated this 1st day of December 1988. 

Registcfcd Office: 

149 Maker Chambers IV 
Nariman Point, 

Bombay 400 091. 


for ESiAR INVESTMENTS UNITED 

P. N. KRiSHNAN 
COMPANY SICRETARV 
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(liar (Sodic) Soils in Uttar Pradesh 

A Case Study of Two Wmages in ttardoi Distrto, 


Dunaii 
Mudal BiM 

This paper documents the experience of farmers who were arver^ iy a pilot project for the reclamation of 
usar (alkaline soils) land in Thnyawan block of Hardoi district of Uttar Pradeh. The authors first presmt a sodo- 
economic prefile of Ike village covered. This is followed by a study cf the technology of redamation, the in¬ 
vestments, the costs of cultivation, yields, break even and profitability calculus.. A critical t^pndsal of govern¬ 
ment sciwnes and programmes for reclamation of usar lands in UP is a(so made. 


I 

Extent of Usw Laada 

THE problem of talt-iffceud soiU ii pro¬ 
nounce in the Indo-tangetic idains. About 
16 per cent of the country’s total of about 
7 million hectares are to be found in the state 
of Uttar Pradesh alone. Only a negligible 
ponkmofsoflsinUPissalinc^thebulksuf- 
fiaring from alkalinity, assodaled with exeem 
of available sodium, pow porosity, low 
mitrient content, indifferent drainage and 
high water-table. The problem of alkaline 
s(dls (usar lands in UP) is known to be 
doedy idaled to condltioiu of poor 
dtafnage and impervious sub-soil in arid iBid 
seml-atM regions. It is therefore a trait seen 
In large contiguous blocks, for instaneev in 
the upper commaads of unllMd canals, 
rather than in isolated) scattered units of 
land. 

The degrees of alkalinity rule the use to 
whidi such land can be put. Up to a pM 
value (alkaUnity) of 9 it is possible to 
cultivate sugatcam; bartey and millets as wdl 
as a variety of umfol trees. Productivity 
however is likely to be low. In mote severely 
alkaline lands, with higher pH valum, even 
trees a^ grasses do not uke root. 

Current statistics are nebulous regarding 
the extent, degree and location of us»r land 
in Uttar Pradesh. Estimates of the extent 
vary acrou sources from 1.S2 to 12.3 lakh 
hectares. It te mit at 11.05 lakh hectares 
a9t3-t4) by the Directorate of Agriculture; 
UP. Interpretation of sample land satellite 
iituigery conducted by the National Remote 
Sensing Agency gives a similar estinutte of 
12J lakh heetttes in 30 districts. The ddrate 
regardlitt the extent of users should be 
sdtied in the near fotute after the resulu of 
the comprdiensive mapping of wastelands, 
by tho Natlwial Wsstdands 
Oevdopment Board me made mailable. 

n 

Gnliia irom Rednniatloii 

The technology for reclaiming user lands 

wu evolvad by the Central Soil Salirtity 
Reseateh Institute (CSSRI), a national level 
hMdlule set up in 1969 at Xarnal (Haiymii). 
under the fndfan Council of Agricultural 
Raeceicli, ftw deyekq^ and promoti^ 
taduioibgiea for salt-affected lands. 


Appraximately 3J41akbhectartsofalkfdine • 
land have been restored to productivity in 
Punjab and Haryana, based on the CSSRI 
technology, due to the efftwls of the state 
governments and the fiinnms. Against the 
much-heralded success of usar reclamation 
in Puiqab'and Haryana, UP, whiehhas over 
11 lakh hectares of alk^iiM lands, it yet to 
score significantly. 

In tmms of agricultural production, 
barren usar lands represent a (Postal loss 
to the state. The sown area has already been 
stretched to its limits itiadng tremondous 
prenure on the availifole land rctouroes. 
While one aspect of increasiiig cropped arsa 
can be in terms of incragsing cropping in¬ 
tensity, another ratioo|de suggests harnes¬ 
sing of users for ciiftiviUon to.^lttit t 6per 
cent inerfote in net sown area. Stamipi. for 
the state give average rice and wh^yMAl 
as IJ mtand 1 J.nttteqieetivciy;^Wmifo^^ 
avetafe cereal produelipiiof~3;2un^'uaar9 
represent a potential loiii of SM ldlch mt of 
cmeal output every year; about 15 per cent 
of present produriion in UP. 

These averages understate the true poten¬ 
tial of redsmation, for this process Involves 
the creation of means of ground¬ 
water; Thus reclamation adds nqt to the pool 
of amUe land alone; but more significantly 
to the pool or irrigated land. These lands, 
once recbtinMd, vrould fall within the ambit 
of all future productivity increases made 
possible by improved mchnoiogy and its 
dissemination. 

Apart from increased agricnitimd produc¬ 
tion, usar reclamation presents itself as a 
powerM povmty ciudkatioii vottun Afi^ 
ding to 1961 statistics for UP, there are 33 
lakh agricohural laboonis in the 34 districts 
mainfy affected liy iisum. Ttiting into 
account the fact that much of the usar land 
islyiagnnutilisedwithtliegrafflsanwiooo- 
cerned or with poor/wffo-holden, titis land 
offn tremendous scope for creoliag an aaiei 
base for this section rtf'the niml popidMion. 
Even if only half the Hsur land is tvtdlaUe 
for distiibutipn on pottos (or has already 
been givea as jMMhr snid imutins foBow) and 
n siseabla 1 ha is wiiumcd as the unit ft>r 
disuftmtion, then this single programme can 
cover 17 per cent of the agricultunl labour 
in tiiese districts. 

Vleaiedftom another aa^ it can be stated 

that fay improving the niset bate of the 


economy in the shape of r e c lai med irsigatad 
agricitititial land, the amploynMiit potcntigl 
of the region cmi be en ha n ced permaneniip 
Every hectare of rc c ia iiwe d land would cun- 
tribute an annual emidoyment of about 300 
mandi^. 

HI 

Praiiect Biatory 

In early 1 Wd, a idiot project for focla^; 
tion of usar Isolds of UP waa initialed, jjjji' 
Iknymui block of HarM dlittlct 
a joint effort by a local veiuntary agenifR;^^ 
a Ddbi-baaed nationaMevd nod-iOW«nil«(|V 
organisation (NOO) working to piwpOOT; 
wasteland dewlopm^ reseaich laMllnitpilk 
and dtfftrem organ! of the stattgawanaaMil^i 

The first phase of the project bn 
pleted two years, in which 95 fonnifo«| 
Sikmidarpur and Kotpurva baealitt 
andUMl in redaiiiting about 17 ha of 
piivme HseRT. Abo 12 ha vram MaRI Min'; 
were planted with suitable trees and gMNh? ' 
In 1967, about 111 more foimeiao«nttg|''> 
41 ha of unvu in nearby viUagw in foefopd.' 
district were drawn into Pbaso-ll of. tSUfi 

project Ftidwood and foddor ptaoMiangti^ 

an additional area of ll^U ha were mtm. 
mi««- Demoiutrations, on a sia a H e r eeuiit 
w«e also launched in 1967 in an eriaadOft’'. 
project in 12 other districts Ot UP. Ihlie. 
Invrtived 140 ha of user lands bclOMfali% 
over 400 fiumers. 

The experlsoces of the 95 Pbaee-I psujedl, 
fanners with respect to tiieir status, mo*wp- _; 
tion, partidpati^ costs, yields and : 
have been doco mw ited.TMs study wBw^ i 
present the expertenoes of these pvpct; 
formers and latter attempt a critical 
pralial of government s^mes and,‘ jW»y 
grammes for usar redamation in tlilif- 
Ptadesh. 

IV 

Tke Pioject VillpfM ' % 

Sikanderpur hamlet of SUtgndpp.' 
vlBage and Kotpurva hamlet of AMslfolR' 

vihage in Tkeyawan blodc of Htudolglluifoid. 
on the banks of the main SmdaCtnafc^aji*; 

lands varytag from ncarty had to 6*^ 
sloping topognutiV- SoUs ate aRuvW^^ 
loam to silty-day loams of. mvarm 
drainage. 




twiMuBJat iuwoneluidwiii 1tai3y 

hoMjmi kw thtn'oiie acre (04 ha). 
Kotimnni baa 14 fiMB^^avange dn of ^ 
iMi a popidatioB of 104. Thla hamlet has 
. ..ao lapdlm family and no fiunily with 
; holding kH than one acie Ihble 1 gives the 
ty«r0MitiOB of landholdings in the two 
hamlets. Records show that over S7 per cent 
of the families have landholdings less than 
2 ha and over 40 per cent of these have less 
than IJ ha. Operational holdings would be 
ewm smaller. 

SUaaderpur has 75 ha trf land, 1S.4 per 
' 'aent of which is recorded as user. Another 
7 per cem of the land is watcr-loiied. Of 
: the remaining 55 ha of land 58 per cent is 
; falcated. Thus the per capita availaldlity of 
" locid (ao user) agriaiUaraliand in the area 
> ia abysBuUy lo«^ of at .08 ha of irrigated 
land and .06 ha of rainM land. Bvmi these 
; holdings are hagmented. Kotpurm has 
^'apfindmately I6.S ha of land of which 33 
’ '^pisr cent is usor. Of the remainder almost ^ 
'la ktigatad. The per ciqjiu cultivable land 
eqiBss to 0.1 ha. 

OnMrittg food crops for home consump- 
. .iiwisthe agrkultuial priority in the region. 
;rla epMa of tUs, in a pre>project survey, of 
V-flia 454 farmers interviewed 71 per 'cent 
that they were unaUe to grow enough 
. ; SMB tar their ovm needs. In such a situation 
the abfilty to invest money and labour in 
dgahwitiin and to adopt fertilisers and 
idtlding seeds is quite low. So even 
.r tfeii^ canal irrigation is available, the 
practices of these farmers 
?■' iSgsinmttate a high dependence on the 
and also a hi^' degree of risk 




.' IQre level of mechanisation in agriculture 
I lalnw. No family in either hamlet owns a 
;lladU>r. Insicad, buUodMiriven tiaditionai 
{ykfhiihs are used. Recoids for Sikamlopur 
-ighd XoBHirva show that about 30 per cent 
dfithc fermers do not own (doughs. Dam 
. <^dllacted fcr the OS farmers show that 42 per 
#Bt, or oyer two out of flve farmers, do not 
awn a pto of bullocks. 

< .As a natural cotoUary to the small 
' hiagmsMad holdings, the limited ability to 
: lawiat and the low degree of mechanisation, 
Hia pioductivity per hectare |s lew. Accor- 
to the nvenueteootds. the average yield 
> 1 ^ hactaie of paddy is 8.2 quintals for 
Sl^lagdecRiB; and ^ vviMBt 10.7 quintals, Rsr 
BpgBiaaae the average yWd recorded is m.S. 
L'tudagaisfha. This, together with the fignics 
;>Miaaaihmm recoidcd ouqwt in diese haaa- 
; tflalar paddy and wheat (474 qubitals/ha 
'laHl SO qpintala/ha nape^vely).. suggests' 
tthhlfcapaascBt praduc^y of thaaahmds 
^'ja. lowm than their agstguRiic 


OppoitaMtias for esapjoymant outside 
;ag ^h« s t e and M v e stes h husbandry amfow 
’.ggidMallbli oMy sporadically Rir families 


' tgtShsi yean The sQifedy 


part 


' diitt ' 

fidcthsfw:.Scs»k^tll^#pt4^^^ 
hi thf'hhi^^'lididryti^-'' 

Eor sa|a>^ agricuhillial dutpiit, the 
tfependeade'ic almbst eniir^ on a few mer< 
chants buy the pra(hiM it Oc Ullage 
itsdfi'In' vmw'Pi^'flhr^isd^ was 
Rs 2/quii|to iduiar iisMfhnMMpro- 
curement'i^o. ■■.'''ivv 
InShort,; 4* haM thepjjKtiia of agricu 
tural b^wlKdoesn of Hiiiitdil'. acceu to 
tesout^ aas^keu and aharqiidve 
livi^hd^ hsid'of low ^enhis 
the arim. The user rediitmation project 
should be seen agtdntt tMs bat^rop. 


Ibchiiologiy of Cfeau’ Reelwnatioii 

Some femiliarity with theelementt of the 
usor redamation technology wUl fedlitate 
the apiwedation of sifosequent. discussions 
on the coStt and flnancid feasibility of 
restoring sodic soils. 

A chosen for redamation must 
undergo a testing and analysis of its sml to 
determine the soil amenihnent retpiitcinents. 
Subsequently, the lldd has m be levelled 
comfd^y (vdiich is bat ensured by tractor 
power), t^ded, and partitioned into sub¬ 
plots. Groundwater wumetion fe an int^ral 
part of the technolegK requiring a bore-^ 
with a diced oigine or deehic motOL These, 
tasks have to be eompMed.lqr May. Time- 
Uneu of operations Is crucial to the process. 

Shnultaiieoudy, paddy seadhngs are to be 
raised in a nursury. Before the onset of the 
nunsoon the fhdd is ploughed, irrigated and 
the chemiod amoidihmit (gyiieum or 
pyrita) is spread evenly on the surfhccL The 
amendment acats by converting insdubic 
sodium salts in tiie sod id soluble .caldum 
oaa whidi are laaehed away from the soil 
by frequent irrigation. TUa ta foBowed by 
a crop cyde of paddjHshaai^graan numuc. 

The mdn features ^ the fudamation pro- 
cew which make it difebtyat ftom ordinary 
cultivation may be the ftdowi^ 

— the dralBagc yf the fldd hat to be very 
good, and therefore IsvcUiag and bunding 
operations ancrudd; 

— groundwater has to be used so that the 
watertable of the area can be lowered; 
water.il oMentW to tlw tadtnoloiy as 
salts have to be leached feom tire nrfoee; 
only a crop that hap nldgh ware require- 
memcanbagrowK . 

— aMnrrigprawaittaMMatd^ 
aopipMfe MBedfeg tolwrhtitiU 

of trepf Bre ybo optiotu 

nwdhibfe fothe ftroaiM.MP; ipaddperh^ 
iiOhaaia (dhMacH’.ajiwM mmivm crop) 
m padd^baiiepM^.fbd4cr atop), based 
on water reqabenrent at wdi at saK 

tafermrea; 

— ehamioal amendntenw fod extra dosage 

fehtifeprs n Wgiipr Mad rate ate 

nqifoii:k jftg-ikni-iMK' 



to tt JjO 
PMdy output MT/bi 

Given the special featura of user farm-: 
ing and the low resource capabilitia of the 
farmers, the project achieved success only 
through a very cDuccntrated effort. The 
retouica of a multitude of government' 
agenda and offldala as well u the efforts 
'and resources of two non-government agen¬ 
da were (doughed into the venture. 

tMe swk here to eqdore avenua through 
which user redamation could become a 
mme eanly available or real option for the 
numbers of farmers affected by this (mo- 
Uem. Subsequent reetioni thus highUght the 
nature of oostt incurred, the profitaUlity to 
the individual farnwr, the benefits derived 
from reclamation, and lacunae in state HQ)- 
port Tte argument rats, finally, w^. 
poinien for convincing demonstiathm of the 
techno-finandal peefcage, means of im-. 
plementation and sharing of the cost 
butdeiL 

VI 

laweatment ared Ceata 

The investment in usar reclamerion can 
be convenlcatiy divided into two sub¬ 
groups—onsv^he initial investownt on boe- 
pumpects, »tgpt antndnwnti and 
land developmau and, tm, tba eoat of 
cuRivation of cn^a la tire first yaae. Tire 
latter would indude coats of paddy; wbaat 
and aetbanfo ciiltivitioi), of vvhldt tire fent 
twodopvaiomeietttthabutnMoQOMMn- 
sumia tire aqtaadfeiim on fo«a and w 

may abo be treated an lmia4BrailaMpnian!l, 
Tba tqtal luMBtiBaM par heclhra In ihi 
first MM of tha Hanfoi impact VMM to tha 
ordareflU22;m'Biie2tfvwra»iuai- 
vvltefewafaMol U t ia a ep it Aaid a lMih g pf 
titii fedaa tika nqpUafRwilf 


Mie Hqo «r private). 

Tlie 60«t fkinriiitod aie not eacro. 
janct«rri|M>1^4t|m<rfallsiBiiity, depth 

of pround^^T UbK whether the pumptet 
is owned or liired by the farmer, the horse¬ 
power of the pump, etc, would alt have a 
beariog upon t^ coitk So, in fact, a wide 
range of coait u possible depending upon 
the situation and upon choice. These can be 
discussed funbet. . 

Alkalinity. The dose of amendments is 
rdated to the pH of the soil. Thus within 
a pH range of 9 to 10^ the gypsum dose 
varies from 5.5 tonnes/ha to 16 tonnes/ha, 
giving ddWered costt ranging from Rs 2,400 
to Rs 7,000 per hectare. In the project area 
the average pH was 9.7 and the average 
gypsum dosage 13.6 tonnes/ha. 

/rrtgtttion; There are a number of alter¬ 
natives based on the degree of utilisation of 
each tubewell, choice of diesel vereus riec- 
tric power and the HP of the engine or 
motor. 

Optimal utilisation for a tubewell would 
be for a holding of 4 ha. However, average 
field size is much less than 4 ha and the 
number of tubewells per four-hectare unit 
could vary from one to the maximum per¬ 
missible Iv hydrogeological norms. Further 
each farmer is faced with a choice between 
installing his own pumpSet boring and buy¬ 


ing water. The 

w it ^ for a tniktrir bbtww'dl^^^ 
running costs; while there it • siiriug on 
capital costs if water is purdinted, variable 
openses go up at the market price ^ water 
» substantially higher than the operating 
nuts for ia at fiction (Rt 12 per hourwrtus 
« 6.38 in our case). Tbedei^on finally is 
shaped by many variaMct tuck at subsidies 
available, access to fdaas, rire of firidv 
maito price of water, ac. No a priori pre di c - 
rion is possible about the nundNr of tube- 
wells or atent of investment in irrigation in 
different situations. 

A.t an illustrative case vve may compare 
costs between a diesel tubewell per hectare 
and a diesel tubewell per four hectares, a 
privateHectric tubewdl and a state tubcweli. 
The calculations assume seasonal irrigMion 
requirements for paddy and wheat M 180 cm 
and 40 cm of water. The results are given in 
PriileS., 

Gnren Manuring: A saving of about 
Rs 1,500 to Rs 1,700 par hectare is possible 
if a dhaincha (green manure) crop is not 
taken in the summer. This would affect both 
the rate end the qiudity of ameliontion of 
the soil but still conititutre an option for the 
farmer. 

Based on the above rou^ retimation of 
three variables, viz, amendments, irrigation. 


»jpMo diMMire we Mir vereni . . 
esrimare tbit the range of eerii per kwtgre 
of usar rectamatien would be as fMofwi! 

Rs 10,600|1re at the knrer end tfves W. 
alkaliidty, no scsbania crop and state tidw .. 
wells) and Rs 26.000/ha at the upper end 
the spectrum (high alkalinity, seriiula 
cultivation and one tUesri operated tubewA 
pet hectare). 

Vtt 

Productivity and Yielda 

Popular misconceptions about the pro¬ 
ductivity of reclaimed usars abound. One 
sudi belief is that user Odds take some years 
before the yieid becomes comparable to that 
from normal lands. Another is that con¬ 
tinuous treatment with soil amendments ia 
required for 3 years before the soil la. 
ameliorated. There is some truth in the first 
bdlef—while paddy yields are high from.the' 
start, in the first few seesons whem firei 
poor results. As regards soil treatment, ifthp 
quality of the inkiai levelling and lmi|diti|‘ 
is good then there is no need for re-trmtimnt' 
and reapplication of amendments in 
secoiMl or subsequent years. At worst a 
patches miy ncA re-treatment, which 4 
farmer can easily manage on his own. 

Data on production of paddy and whAi 
are available for the first and lecmid yaak 
of cultivation on treated usar lands. Ttii 
average yields as well as the range of 
ehtaikCd me presented in ’RtUe 4 -i' _• 

The paddy yidds, both in Uk first alp. 
second year, are significantly higher tkaniM; 
stme average (2.1 mt/ha in Mgatod e^: 
ditions), the avemp of the state agenp j|i|c, 
KMr ledamation (UP Bhumi Sudhar Npip’. 
2.21 mt/ha (1984-85)] and cuhivatkm q|i, 
normal fields in the ««% OJl mt/ha (lewp^ 
records). . ,■'; 

While on the one hand, the yields leMkl 
that from tke very first year, subitaii^' 
output can he expecicd from crop eulAp;; 
tion on treated uinrs, on the othp it muat 
be remembered that the high prodiiction ig 
supported by the input packap ThMiai' 
drop in the average in the strand year.(tf 
cultivation which may be attributed PtN' 
fact that farmers were mponsibie for fikup 
cing fertiliser, pesticides and irrigmlon. UNj^ 
many ^nay have been unable to do sb b|k' 
to recommended levds. In addition .fip; 
1987 monsoon rainfolt was erratic !Ud$ 
sttb-nonnaL 

Wheat has shown poor yidds in boi^- 
years compared to the state average ..o|; 
1.9 ml/ha. This is to be expected in fii^ 
initial years of redamation. '}■ 

Data are mailable also for paddg anf 
wham yMda obtafaM in Fbaic 11 and bitip' 
emnkiion (to 12 diPkti) of the projact llie 
data premnMd in 'foUe 5 refer to oniy l^ 
first year of mdUvatioo altar redamafinw,. 
and point Imgdy to oonehislont sfanOarp 
these Inucd on Phase I data.- 
Tha data support the oondusion.fiim il 
is naaondUe to expect a fitirly staUA 8dl 
fatcreadiig paddy yidd of at least abrnd 


TaBI-E 1 : PlStRIBiryiON of LANOHOtOINCa OF SiKANDEKPUR AND KOTPljUVA Ha^UITS 


CBtegory 

Sikanderpur 

Kotpwva 

RmbI ' 


Landless 

1 

0 

1 

1.0 

Less than 1 acre 

5 

0 

S 

6.3 

1-3 acres 

34 

9 

43 

54.4 

3-5 acres 

16 

4 

20 

25.3 

Above S acres 

9 

1 

10 

12.6 

Ibial 

6 S 

14 

79 

100.0 


Table 2: Initiai. Investment, Item-wise Cultiwion Costs and Sources of Funds in the 
VSAH Reclamation Prossct in Hardoi 

(R(,Sw) 



OovernmeBt 

NOO 

Faimcn 

Ibu] 

I liritial Investment 

a) Capital 

2380 

860 

540 

3880 

b) Son analysis and amendmenu 

4510 

1740 

60 

6310 

c) On farm dewlopnient 


910 

220 

1130 

llbtai 

6890 

3510 

820 

11220 

Iforeentage 

U Cultivation Cotu 

61 

31 

8 

iOO 

0 ) Puldy cultivation 

a) Inputs and cash outlays 

— 

4460 



b) LPour 

Ibttl 

(U) Wbeet enUivatioR 



1240 

5700 

a) Inpnts and cash outips 

— 

2620 

815 


b) Labour 

Riial 



3435 


(110 Dhatnehs eulUvatioa 

a) bmuti and cash outlays 

b) Labour 

Ibid 

nimd 

BsTMalijce 

l-f n;lbtal 


6890 

31 


1610 


86M 

80 

1320Q 

55 


80 

2135 

30 

2855 

14 


UiOQ 

101X5 


too 


..pMpberMlt.'lflt 


Arm 



tiijUvaclon, bowmr, 
I u n w m u n mtfiwB In the flrat twa yt«n 
dC iBdtinitkm. What tlim is • demand for 
(Mlthwed fodda. beneem may be a worth- 
fobik alternative; at least till the stage when 
: the land produces normal wheat yields. The 
sccqw for identifying ^native crops 
ibrrabi cultivaticm exists and deserves 
exploration. 


vin 

Break Even and Profitability 
Analyaia 

' For the 9S Phase 1 project farmers, a break 
enn and profitability analysis hubm done 
nr the first year's cultivation, lb compare 
;.:doats with returns, paddy has been valued 
; lit ka l,440Aonne (the price realised by the 
Ancseia uAo sold paddy), Rs 20 less than 
procurement price: Wheat has been 
f^NAi^atlU 1,640/umne: In the absence of 
^■fapal inaiket for straw it is difficuh to 
Ifiitalh^ue to crop residue. For purposes 
.Jll^aiiiyilefliese are assumed at RslOO/toime 
" * 'r straw and Rs 2S0/tonne of wheat 



even yields have been computed for 
/gclital costs (with water priced at market 
as well as far cultivation costs if water 
Uihapiloed at the running cost The number 
whkh recover labour costs, pud out 
and total costs in each case have been 
out far both paiMy and wheat. 

f ^tiSSO arc baaed on an assumed revenue of 
,,kb.l^M(l/aMme for paddy and Rs l,89Q/tonne 
^j|^’ >lMat, for yields of 3.36 tonne/ha 
paddy m 0,74 tonne/ha of wheat. Out* 
Sjpit edi straw is assumed equal to grain 


r> 'rvthe avenge profitability of the paddy- 
oonddnation indicated, at paid out 
itjedst of wmer, a net cash loss of Rs 441/ha 
first year of redaipation. This figure 
' llll'ittelf Is not'daunting. However, as the 
itiiiiS of yidds obtained is wide; the situa- 
^ fifoi or Csrorers whose yields fall below 
flMge dOM cause concern. 

Illf paddy the average output (3.36 
fW|aa/ha) is lower than the BEQ (3.7 
l^fodBC^uO.uaing actual cosu and only 42 per 
even on the whole, while 70 per 
lueovered paid out costs but not foil 
'lalbpttr vahM. 

. With water priced at running cost 
(lU'dJIAM) total costs are lecorered by over 
^(^tblids of the plots while paid out cosu 
'aifciMqded by a large 81 per cent of plots. 
IbdflliMHly paddy cultivation is vciy sen- 
^Ihd to the pricing of Irrigation water. This 
immense significaiioe for user 
and is dsaft with separately in the . 
don. 

the low average output of 0.74 
fsr wheat obiafaied in the first year 
plot comes even close to breaking even, 

1 output level of L74tonne/lia. 
foct> only about 70 per cent harvested 
cover fiw labour input inverted, 
of cash outlay and total costs is 
Rfith irrigation aocountiiig for only 



1» par cent of the cost of 

filiibility is not very sensitive to coat ad vmte 

It is fdt that unless there are ways to 
incieaie inoductivtty of wheateukivBtion in 
the initial years no fbrmer win vMv cultiva¬ 
tion on UMTS as feasible. In sneb a case it 
is imperative to look for an alternative to 
wheat in the enro cycia. 

Lastly, we examiiw dhsdneha (sesbafoa) 
cuItivatioiL As all the benefits of green 
manuring are not quandfiabi^ standard 
profiubiiity analysis cannot be attsaspiad. 
The cost of cuhivatlon has been on the hkh 
si(fo close to R.S 700/ha. 99 per oeat bclBg 
cash outlay. Quantif^ng the nitrogen 
addition alone (of 70 k»foa) this has a value 
of Rs 3S0/ba assuming the price of urea as 
Rs2J0/kg. 

SSnee mall fanners cannot be capecled to 
raise the necessary earii for noB<ash returns 
alone, it is togkld to kidr for alternative 
practices in the summer scasra. CSSRI has 
advbed dropping dhohicte cultivation vriwre 
the cost of brigation it prohiMtiwe: 


TAbLE 3: toiaMunvrCAm^ 
Opekahno Cost of DiFraaeNT i^aeirEus 


Ibbewell 

CapiMl 

Cost/ha 

(Rs) 

Cost of 
Witer/ha 
(Rs) 

Dtcscl/4 ha 

2750 

940 

Ibbewell dietcl/ha 

IIOOO 

1775 

Electric tubcwell/4 ha 

2750 

225 

State tubewell 

— 

980 


Atore: See text for anumptions made. 


Table 4: Yields of Paddy and Wheat in the 
First Two Years of Cultivation on 
Treated Usam Lands 


(tonnes/^) 



Average 

Range 

Paddy, 1986 

3J6 

O.S-5.3 

Wheat, 1986.87 

0.74 

0.08-1.78 

Paddy, IM7 

3.03 

0.5-6.6 

Wheat, 1987-88 

1.38 

0.5-2.2 


IX 

Prieiag of Grouadtvnler 

Analysit of actuti costs of paddy cultiva¬ 
tion thm that if the price of water is less 
than Rs 8.23/hr oidy then cultivation on the 
average plot (yield 3J6 MT/ha) becomes 
profitable. The graph shows the maximum 
price of water that can be afforded at 
different levels of paddy oufoat. 

In view of the sensitivity of paddy cultiva¬ 
tion to the price of water, an analysis of the 
groundwater market bcoonics impeiative: In 
what follows we address outselves to a few 
specific questions. 

(i) Whet determines the price Merged by 

the tubev^l ownert 

The markrt price for wiMr in the project 
area can be thought of at a price for extrac¬ 
tion of gioundwala: Fumpsets are commonly 
hired out at a charge of Ra 12/Iir including 
cost of foci. This is inertwetive of whether 
water is drawn' from the pump-owikr's 
boring or anyone else’s. However; use of 
borinp alone is charged at Rs 2/lu: There¬ 
fore; the minimum price that a pumpset 
owner can diarge is rdated to the invatnMBt 
he makes in the pumpset and the cost of 
running it. 

Given the present structure of prices and 
of government subsidies, the pumpset in¬ 
vestments failini on large; smaU and 
marginal farmers are Rs 8,000, Rs and 

Rs 4,000 respectivdy. AtmuMsing these at 
10 per cent pa over a sevot-year period 
(which are the tenns of credit) the iniud- 
ments are equivalent to sums of Rs 1,643. 
Rs 1,107 and Rs 82rrespectivriy.. 

(ii) Is OH owner obttged to him out his 
puaipseit 

It we assume that rabi cultivation will 
somehow stabilise and just break even and 
that the paddy yield will remahi stable then 
we can compute the ana of land tiiat a 
former must put under paddy to meet the 
abovemtedennuallnstalnients. This works 


Table 5: Paddy and Wheat Yields 
IN THE FIBST Y ear OF CULTIVATION 
AFTER Reclamation 

(tonnes/hm) 


Paddy Wheat 
Average Average 


Phase 11 project (Hardoi) 
Extension project: 

3,35 

0.78 

Allahabad 

2.30 

1.57 

Azamgarh 

4.03 

1.01 

Barabanki 

1.70 

0.83 

r Farukhabad 

3.29 

1.23 

Fatehpor 

3.83 

1.82 

Gorakhpur 

4.44 

1.40 

Lakhimpur Kheri 

4.64 

1.46 

Lucknow 

3.38 

0.83 

Rae Bareli 

3.14 

1.00 

Shahjahanpur 

3.44 

1.40 

Sitapur 

3.72 

1.31 

Unnao 

3.13 

1.13 


out to 1.4 ha, 0.8 ha and 0.6 ha respectively 
for large; maU aad marginal formers. 
Rumen with sudi or latgrt hrddingi will not 
need to hire out their pumpict to recover the 
investment. 

However, given tnuU and scattered 
holdings prevailing in the area, hiring is 
generally the rule 

(ill) Whet level ofMn et the existing pries 
meets the btvestmptfl 

The suridui generato! through hire for 
OM hour is Rs 5 J2 (Ra 12 toss Rs 6ii^ Tire 
three classes of fitful must theirtioR hire 
out servioei for 204196 and 146 hours Orth. 
Using a standard tequirument of 148 hn/ha 
for a pad^wheat rotation mcau servicing 
aaareaof 2.0ha, IJhaand LOhaeneb. 

Rfithin the present market sttuation h is 
foirly linqiie to find such a market for 
pumpset hire. Ibrmen in the project 
adiieved mudi M^wr ievds of and tfois 
accu m u l a t e d enough sinpto to rqiey a 
su b s t antial part of the loans tahsn by firim. 
The surplus iahasat in the existini maihrt 


Pcmumile fold Jfoiij|Mi WiiUst. 


•u 





iwrwawriwi iwyi wwc nurKctJteini 
tia&MltA *y idkti. Vfere competition 
)autXt the tnrpltu over niimini cost woutd 
he Moemrtty trimmed. 

WImt mMmwn price con a pump owner 
^ pffbrd to cfmrit'! 

The present situation is dominated by 
sallws but wae it posrible to cut down the 
surplus throuth certain interventions, like 
admlniitrative control or jmnt ownership of 
tubeweUs, or increasing competition through 
concentrating tubewelis in an area, then what 
would be the minimum price at which water 
could be sold? The income earned through 
puBipset hire will depend upon the level of 
utiiiaation. It is reasonable to assume an 
asset life of 7J)00 hours over a 7-year period, 
or 1,000 hours/year. For three assumed levels 
of sale, 300 houn, 730 hours and 1,000 
hours, the minimum price an owner can 
charge to just cover his investment as well 
as operating costs (including cost of diesel, 
“nu^oil” and the operator) is presented in 
Dlble7. 

The discussion on the pricing of water 
could well be concluded at this point. 
However, it is important to point out that 
while diesel-operated tubewell were the only 
option available to the specific project, to 
die ptdky-maker this is only one of the large 
number of altoiutives available for pro¬ 
viding irrigation. Ikble 8 presents the vastly 
different costs that would be faced 
farmers in different situations. From this it 
is apparent that irrigation through pump- 
hire is abnormally expensive and it may be 
worth questioning why an already disadvan¬ 
taged usar former should be given often only 
this option. 

X 

Benefits 

Before moving on to an analysis of the 
gewcnunent schemes and pdicies which had 
a determining influence on the environment 
in which the umr reclamation project func¬ 
tioned, it would be pertinent to elaborate on 
the stream of beneflts generated by the pro¬ 
ject These are in terms of asset creation, 
food, fodder and income for the families 
involved. 

i) Creation of prodactive assets 

Most of the formers who reclaimed their 
fields had earlier obtained the land on 
patUB. This land had lain fallow while the 


cultivated other plots of nonhal 
lands, and those who had none subsisted as 
wage Utout. By enga^Tkg the tsurilies in 
cultivation, reclamation has imparted a 
measure of stability to the famidm, and in 
several cases reduced the need to look for 
work as casual labour in Hatdrri or in the 
village. 

ii) Food for the Family 

Estimates can be made regarding the con¬ 
tribution of grain production from the first 
year of cultivation to family requirements. 
The average daily consumption of cereals 
estimated by consiilting women in the village 
is 300 gms of rke per head, or 400 gms of 
wheat, amounting per family, to 3.1 kg of 
rice or 2.3 kg of wheat. 

Now, 

average paddy yield 
in 1986 

equivalent quantity 
of rice 

average plot size 

average rice produced 
which would meet a family’s needs for 181 days. 
And. 

average wheat yield 

in 1986 0.74 tonne/ha 

average plot size 0.25 ha 

average wheal produced 183 kg 

Which would meet 74 days’ requirement. It 
must, of course; be recalled that over 60 per 
cent of the fields are less than the average 
size. The range of rice produced is from 33 
kg to 3400 kg (11 and 1063 days’ stock 
rmpectively) and for wheat, from 13 kg to 
1430 kg (6 and 620 days* stock respectively). 

iii) Fodder for Cattle 

Both paddy and wheat straw are used as 
dry fodder. The average quantity of straw 
av^able to the family from a holding of 
0.23 ha would be of the order of 1 tonne (or 
4.1 tonne/ha). Using a daily intake of 3 kg 
per cattle head, this would proride for 200 
day’s fodder for one aidmnL One hectare 
would thus support 400 days requirement for 
a pair of animals. 

iv) Income through sale of produce 

No family sold wheat. Ibn did sell a por¬ 
tion of their lint paddy ert^, about 3 to 6 
quintals, which at a price of Rs 144/quintal 
would bring in aa income of Rs 430 to 860, 
No preferred expenditure was identifiabir, 
there was one case each of spending on a 
sister’s wedding, repaying an earlier loan. 


leading'thc money to relaUvcs, and b ay ili t 
a buttock, and two cases of piitiagpriMM' , 
boring done on tbesr laml. 

XI 

Present Level of Stale Sttpqpoat 

A premise central to the project said to ttria 
article it that not only should an lunr 
reclamation programme be undertaken but 
that its target must be the resource pom. the 
small farmers and the landless poor at pre¬ 
sent dependant on these wutelands. It'is in 
this light that we consider the presenOy 
operating government schemes for usar 
reclamation in the state 

It is our belief that if the primary objee- 
tive is to get any individuals to take up the 
challenge, then the task is almost sirnple, 
Conditions already exist to attract entrn- 
preneuT formers, from within UP and ftorn 
Punjab and Haryaria, inro this Held. Only 
the foct that there is a restriction on tnniftr 
of pattas hat acted as a deterrent. If acceSa 
to such lands were flfoe then large fwtneii 
would move m to acqidte and reclahn Uwi^ 
with minimum level of su|q>on. 

It is our objective; however, to examiiicl 
what level of support small and margiiiat 
farmers, and patta holders, need, and ' 
what extent the present system meets thsii’* 
needs. 

The Uttar Pradesh government, openttet; 
a centraly sponsored scheme for iittP- 
reclamation, which subsidises to varying SRr. 
tents the soil amendments, tubcweOa and 
green manuring. Complementary to tUi ' 
a NABARO scheme for refinancing oesA* 
mercial banks for usar reefonation, whkis ’ 
is operative in 16 of the 34 user diatricti.^ 
the model prepared by NABARD; a total: 
cost of Ri 13,723/ha (including crop 
tion) is envisaged of which Rs4,9M te MtB^. 
sidised and the remaining is avaifoUe ad.. 

, credit at 10 per cent pa interest npmuMa 
over flftecn years (in biannual instatanatig - 
starting after 2 years). Services fm farmnia: 
are to be channelised through muhipic agan-J 
des, wirit the soil conservation departiBeid.v' 
chosen to act as the supervising and ed- . 
ordinating agency. 

In the above Kheme the formtr hna ti , 
ccmtact and pursue so nmny govamniww 
agencies and departments dwt the aaM|; 
against his reclaimiag hit land are btnvyi . 
Ocaerally, villagitlrt arc not awnra of vdidHk< ’ 
to contact and how, and nbo do not hgtio l 
the mobihty and time to pursue thsir cMn' ' 

'y. 

At an indication of the necattaiy naiMt! - 
of contact poiatt, a few are Dated hera L«MI' 
demercatiem and certification it done by dni 
/eArhfMr/and verified by the rcAKAisr. SeBli- 
tested at legUmal agricultunl tessmeh flKin: .‘' 
there is one for cadi divlskm. Appttendona' 
for gypsum have to be routed dueu^ ^ .. 
block development officer to the tDttrlet ^ 
agricuitttie o^ioer. Subsidy on boring! and' 
pumpsets depends on the gram aswah (vflfaigs 
development officer in UP), the adAthwat 
development officer (minor inignlina); the: 


Tails 6: Bieak Even Quantities (BEQ) of Peoduction 



Paddy Cuitivatiew 

Wheat Cttitivatioa 


Non-Carii 

Cash 

Total 

Non-Cash 

Cash 

Ibtal 

1 M paid out cost of 
water (Rs) 

1242 

4458 

5700 

813 

2623 

3438 

2 BEQ (tonne/ha) 

0.81 

2.89 

3.70 

0.43 

1J9 

1.82 

3 Pkns that broke even 
(per cent) 

96 

70 

42 

69 

9 

0 

4 Wttn at Rs 6.38/lia (Rs) 

1242 

3557 

4799 

815 

2368 

3183 

3 B£Q (tonne/ha) 

0.81 

2.31 

3.12 

0.43 

1.23 

1.68 

6 Rots that broke even 
(percent) 

91 

81 

67 

«9 

13 

3 


■ .PacaMber 24-31. im 


3.36 tonne/ha 


2.24 tonne/ha 

0 . 2 s ha 
360 kg 


A-iiS 



jvWiwa*' «ilrf Aa-aaiiblliak- -' 

. «i|iiiiHr (miaor irrifidAii); Aad ^ 4a« 
^tUk ampleu tint i^etu^ AereanttiO the 
lotteonaenmdoii de^urtnutot, which hn to 
omify the on-farm deMc^ent wwk, and 
the commercial banka which aie to extend 
loans for crop cultivation and pumpsets. 

All the above are legitimate parts of the 
. jd»me design. 1b these can be added a list 
tff operational {^lems. Directions to treat 
itaarr as d^me under the free boring 
seteme have only reoendy been issued to the 
' mfoor irri^(aiion department and are yet to 
hesigniricaotly operatkmalisid. Some bank 
bnmdics did not even have the required 
aippheation forms. The sml conservation 
dep a r tm ent on whom the onus of imple¬ 
menting the scheme lies possesses neither 
Sl^ at extension of taar reclamation 
taehnmogy to farmers, nor a working 
folationship with the block or the bank 
machinery with which it is expected to liaise 
on behalf of the farmers. 

. In summary, the centrally sponsored 
eduane can only succeed in a situation where 
a tenter is convinced that taar reclamation 
^Saduiically feasiUe and financially attne- 
ttw^ knows of services and facilities open to 
lilm, has access to a source f« details of pto- 
.Oadhuts, can demand and extract informa- 
tfon and assistance due to him from a host 
'of ggendes. can manage to raise money and 
Idtour to invest, and finally, is game to bear 
fosses in the initial yean. 

XII 

Ibwnids • More Coitiprehenaive 
Snppok Faekage 

If a meaningful intervention hu to be 
made for promoting the reclamsition of 
imr$ the following deserve re-thinking: 
—Demonstratimi of techidcal and financial 

fbasibWty 

-t^tehabiUty of the implementing agency 
—ftering of costs. 

the piesent ievd of support envisaged by 
. dw equally sponsored scheme expects 
jdaeidste cash outlays from farmers and an 
. awareness and knowledge of the technology. 
The suability of the soil conservation 
. departimt to the task is Umited by Hs 
inexperience in extension to farmers, 

. semetaKss ftom field problems end the vast 
amount of liaison work lequired. In otder 
fo provide credit for reclamation, banks rely 
' heavily on the initiative of individual 
formen and implementation by the depait- 
, naast^ both of which are weak. Ibeniuctanoe 
‘ .bf smaii farmers to take loans must be 
f raokoned with. The amount of Rs 8,77S/lia 
': k' beimd to be viewed by them as high for 
>:«. ventuiev the succeu of which th^ yet 
; > j )asBe i ve as obscure. 

.. It is feh that it is possiUe to offer a 
;V aattons, wdl-knit, feasiWe luar redamatfon 
.>:iKiwme to formers. Three broad areas 
; ■ diilhjiiislii^ a comprehensive intervention are 
^.folaidfled:. 



'pwdtefo' foViMijtefo:'lte 'Wvte' 

g e nite fl a g pomUatif aadri: 

The suftaMItyof pa^ Indseeioptacle 
hm hew poafov^ (foHteilratod,lte wham 
has ilMnim lais anomuagltefoWlfo Itb rifo- 
vant for lefearchen and piaciitienen fo 
explore means of incMMShig pteihiedvity of 
wheat cither through Irntwoved fortning 
practices (particularly conoeinfog said ger- 
mihaiion organic nuttWoiO.dr faaro^- 
don of vailedes that are nwia idirfolcraat 
or give bigher value bttfotrt Aiforaidvei to 
whmit id the erop-eyete can also be looked 
for. 

Further, there it no incentive for formen 
to undertake green menuring: the high cost 
of summer irrigetion and the lade of petoep- 
dMe benefits act as deterrents. Cheaper 
methods of improving the organic content 
and fertility of soil need to be explored. 
Alternativdy, salt-toleiant strains of 
leguminous crop like moong (greengram) 
could be looked for. 

Another aspect which merits attention is 
growing trees along with crap to increase the 
flows of benefits through ledamation. 

b) A sysum of Irtformation dissemination 

and demonstration. 

Conndering the low level of awareness 
thm taar recUonation has in UP, it is 
imperative that formers have easy access to 
guidance in techniques and confirmation of 
economic feasibiUty. While setting up of 
demonstrations on formers’ Adds is logical, 
it may idso be worthwhile to include usar 
reclamation as a priority item in the train- 
fog and visiu (T and V) programme of the 
state government, tfoer tracts in the com¬ 
mand of the Worid Bank tubewdl scheme, 
which supply economically priced irrigation 
(rsquiring go capital inve^ent by formers) 
could be a focus for intensive demonstiadon. 

c) Admintantive services 

Ibe block levd madiinery has greater 
scope of assisting cultivators in user 
reclamation than dw sol conservation 
department. In the initial stages it may be 
wmthwWle to operate intensively in selected 
blocks and assign responsibilky to suff 
wtwking exdusivdy pn the programme. 
Systems to fociUtate easy access to govern¬ 
ment services for diffot^ components of 
the ndamatfon task are dealt with sequm- 
daiiy betow: 

On farm deveiapment. The maior com¬ 
ponents consist of leveiling which requires 
tractor usq and tberefpfa cash outlay, and 
bunding, a labour opeiatfoa. While the 


should be borne by formers, hi the prtMnt 
enviroomentofheavyweightagetoemploy- 
mentgc&eimionichaws,apraiiintkiohi- 
tkm may be to nifobune sm^ ^ margbial 
formen for labour e xp en d ed by them on 
thdr fields in the flrst couple of years. This 
cash may then be utilised liiy them to meet' 
input ooett whidi are inidally very high in 
Hsar cuHhadon. tot fawhwm roehi^ng one¬ 
time hMstaentt ill tufomwil, puafo^ soU . 


'Tabus 7: 

BvPutwaet 

m 


Hit«/War 

Urge 

Small , 

MsiBhuU 

fort) 

Fanner 

Pinner 

Funner 

500 

0.67 

8J8 

8.02 

750 

IJ57 

7.85 

1M 

iqtK) 

8.02 

7.48 ■ 

7J0 

Table S: Commsativb Costs or lUKiAnoN 




(JRs/hu) 



Rsddy 

Wheat 

Hired diesel pampset 

1440.00 

336.00 

Own diesel pump^ 

765.60 

178.64 

Elearic pumpsets 

112.50 

112.50 

Rtorld Bank tnbewells 

800.00 

177.78 

CsnsI irrigation 

I43J0 

143.30 


amendments, etc, a farmer would need a 
carii outlay of over Rt 6,600 for levelling hit 
land suid for inputs for growing paddy and 
wheat in the flrst year. For small and 
marginal formers it is unthinlufoie to 
mobilise resources of this order individually. 
If their initiative is to be harnessed for usar 
land reclamation, it is essential lo meet them 
half-way. A one-year crop cycle on usar lands 
requiim 235 lateur man^ys per hectare. 
Valued at Rs 13.50 p» day (tire minimum 
wage rate in UP), tlw labour equivalent is 
Rs 3,170 per hectare. The state d^loys large 
resources for rural emplt^ent schemes. If 
the individual former is prid for the labour 
he invests on his own usar land, he could 
use the wage money for purchaw of cash 
inputs. 

Amendments: From the point of view of 
the fanner taking up usar reclamation, three 
conditions are critical: 

1) that soil amendments are easily available 

2) that quality is assured, 

3) that the correct quantum is given (under¬ 
dosing bang ineflective and ova-doses 

unnecessarily expensive). 

An efficient distribution system which 
links subsidy on the required quantity of 
amendments to soil testing and which has 
a large number of supply p^ts should serve 
all three, lb cite an analogy, the network of 
hoeiiied fertifiser rdail ouika is within reach 
of cultivators cwn in nmole villages. Issue 
of subsidy perasits to sudi dioributon can 
greatly reduce detays and hdp in timely 
supply of soil amendments. 

IBAevtatbi The economics of paddy 
enltivBtion me ftivourahie only in the event 


means of irrigation have been dl i cns s ed 
earUcr. 

Three options miv be exfooied to raduoe 
the formen’ cidthnthm OMts: 

1) PronfOting deetrfcpnnqiietsin ateswten 
dactrkity is avaUabfo and necenHag 
prtorlty to ekictrifleation in anas where 
it Is not. 



fornwr msy be loan-flnaaeed, and it is mi- 

propriate geneiaily thm the ti^ur portion of cheap Irrigarion, such as is availMe to 

ownen ot diesel opetmaFtubewdls. The 
comparative irriga^ costs by difteent 



2) InuaflW to oro- 

vide eqt«ud>ty prioiNl yititf to ell 
2) Each tenin to own (Uesd pump- 

id, euurini conttdl over price but 
iiDiilyiiis ieu than optimum utihuUon. 
-• DrUnatr. WtoU field diauiape ii the 
red6oo*ibiiity of thd individual fanner, link 
diaini need collective action. Such labour 


work would need to be financed by employ- 
roent generation programmes. 

Cnip OUttvatiotr. Cultivation on ustn 
fMkmt much the same pauem as normal 
lands, apart from cautions icgaiding seed 
varieties, seed rates, irrigation intensity and 
tone nutrient. While the labour component 
would come from farmers, the cash outlay 


requiKS credit As the first two years do not 
generate adequate surplus, it is imperative 
that the loan amount capitalised. There¬ 
after recourse to r^ular crop-loaning m^ 
be encourag^. 


XllI 

Policy DioMmaitma 


level tt weU as in ea«h ^ toe schedalM castes. Scheme* and plan 

wso^UKtsv^sttostudal'I^qf 1 ^ leseurce afiocaitons of the harltan and 
^<i-1^ teipetlsiW^.'^iito^d^^ sspltalkalyandepaftiiwmcouUthsecfeieht 
duettotgthetonctlontogdftodh'i^ agqilled teiddraatsly to the radammaon ol 

prcbstoly behest cntrhtoid to toe cq»^^ user lands aUottad to at owned by these 
ofthedutTict,whoU«Mto^chtomainot sectiowqtpeoplc.VinMihetthesc(hipenia- 
the DltDA, and can get to* pctomncl and tkms should be dodded at the state govem- 

other cetouices of the dlftbrent tcduikal mem level or the dlstiict level also deserves 


departments to be d{mlto*4 synergetichily. 
There should be no ii^ to a^ to picMnt 
numbers of ministerial and otoer such staff 
in order to make these, bomds'effective. 
Considering that the user land rrdamation 
work would greatly enhance the oppor¬ 
tunities for agrictdtuial labour in thdr 
respective villages uid would also lesull in 
the creation of productive assets. We hope 
that the different emi^oyment gdaeration 
schemes of the central and the state govern¬ 
ments would be available to finance appio- 
miate components of the task. would 
also.like to draw attention to the fact that 
a substantial proportion of fanners have 
usar lands on pattas, or otherwise belong to 


catefid thought; perhapadeoeotialisatkm of 
sudi dedshms to the tostiict level wmdd he 
most effective and would also make to* 
district mechmism squmdy accountable fat 
good performance in urar land radamation. 

(This paper is based on a detailed study titled 
'A Study of the Haidoi Pmfeet: ImpUraiioiis 
for Uatr Reclamation in Uttar Pradesh* by- 
Viren LabOb Maniul BeM and Daman Singh 
(Sodeiy for Promotion of ttosielands Oevciai)- 
ment. New Delhi 19ig).ThlsstttdycairMfar- 
ward a prdfaninary one with the ssaae tole com- 
pleted.by Viren Lobo and Daman Singh ip 
January 1917. Tlw authon are giaieftil to Y K 
Aiagh for his advice and comments.] 


The discussion has till now been limited 
to a situation which local farmers and 
government officials generally take as given. 
Areas such as the delivered cost of amend¬ 
ments, borings and pumpsets deserve de 
novo esiambution. Half the delivered cost 
of the gypsum in our project area, for in¬ 
stance, Is rail freight, about 35 per cent is 
incurred in criuhing and packing gypsum 
lumps while only about 15 per cent it the 
cost of tun of mine lumps. Similarly, cavity 
borings though they have shorter life span 
in {dace of the more oepenrive strainer 
borings, may facilitate poor fanners to lake 
up reclamation at lower costs. Though these 
ore technically inadvisable in some tracts, 
risking a 20-30 per cent chance of failure, 
the saving of the order of Rs 1,000 per wdl 
mi^ be worthwhile to the farmer at least till 
prttouction on reclaimed mars stabilisers. 
The difference (about Rs 1.000) in prices 
often charged ^ dealers, tot a pumpset 
fiiuuMed by loim-cum-subsidy and for 
outright purchase is another feature that 
needs cRptainiiig. Researchers couM weU 
examine methods of reducing doses of 
amendments without sacrificing crop yield 
sitostantiaUy. The scope for combining 
chemical amendments and biomass (such 
as water tayaditth) also needs ftirther 
lorploration. 

C/mt land rodomation, whidi merits being 
encouraged and facilitated in UP where the 
current tewl of aoUevemeiit so for it low; 
wmiid psobnbly ^ • fillip if it is treated as 
a spadfle major task &>r a dmin is tr ative 
foadtudoas. An analogy would be; iny. the 
toutelands Dewetopment Board of the 
eamnl gov arnme ii t end of auny itate 
gOver na tenU: tfab aaechaniim serves to focus 
attention of all coocemed on the task, and 
abo asaigns rofepottaibUlty to one wganiia- 
don. In dm eoBdldowln UP it b tuginaled 
tont tneh n bontd far only fond 
ntoitonitominwtoiimtoirittomtitoitnt* 
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Writing Off Third World Debt 

Michael Qioasudovaky 

Current strategy in regard to third world debt, which has already 
turned the third^ world into a net exporter of capital, has learnt 
nothing from ^tpry; it totally ignores the magnitude of global 
debt, the inability of debtor nations to repay and the economic 
realities of protectionism, dwindling commodity pritxs and 
contraction of world trade. 


THIRD world debt is reaching a critical 
peak. In 1987, the foreign debt was 1.23 
trillion dollars which represents close to 40 
per cent of the Gross National Product of 
all developing countries combined. In the 22 
‘debt distressed* countries of sub-Sahaian 
Africa (to use the World Bank’s expression) 
the debt reached 108 per cent of Gross 
National Product. In several of the highly 
indebted middle, income' ruttions of Latin 
America, the debt is well in excess of SO per 
cent of GNP. 

History tells us that an external debt of 
this magnitude cannot and will not be 
repaid; In the 19th century, Mississippi, 
Maryland and Pennsylvania defaulted on 
their repayments in the aftermath of the 
1839 financial crisis. Mii^sissippi was perhaps 
the greatest offenden in 1873 the state of 
Mississippi passed a constitutional amend¬ 
ment disdaiming its obligations to reimburse 
holders of MUsissippi state bonds.' Hie 
German War Reparation Debt after World 
Wsr I was never repaid, neither was that con¬ 
tracted by the failing Ottoman Empire 
Many of the shaky loans of New \brk biuiks 
to Latin American dictators in the 1920s 
(eg. Chase Manhattan's dealings with 
dictator Gerardo Machado of Cuba and 
Citibank's floating loan to president Leguia 
of Peru) woe not reimbursed.^ 

Curroit deot strategy has not learnt from 
a history of default extoiding over mote than 
a century. Present policy totally ignores the 
magniti^ of the ^obal debt, the inability 
of debtor nations to tep^ and the eermomk 
realities of protectionism, dwindling com¬ 
modity pri^ and contraction of world 
track; Its policy scope is confined to ensuring 
that individual debtor nations continue to 
formally abide by their fliumcial obUgatkos. 
No ovnall framework is envisaged; what is 
proposed is to Continue efforts on a case- 
by-case basis’. In their communique, tire 
Ministen of the CcHmdl of the Oiganisatkm 
of Economic Co-operation and Develop¬ 
ment (OECD) meeting in Paris last May 
staled that “geiwrali^ approadies or 
across-the-board measures cannot provide 
the answers”. This approach was reaffirm¬ 
ed at the June Ibrbnto Economic Summit 
of the Group of Seven induitrialitod nations 
(USk Great Britain, FItance; Germany, Japan, 
Italy and Canada): ad hoc case4>y-caie for 
mfclidUe iswome couhtries, extended grace 
pcfiods and some debt iriief for the poorest 


indebted nations of sub-Sharan Africa. 
French president Francois Mittcrand's com-' 
mitment to write off unilaterally a portion 
of the debt (46 million dollars) to the poorest 
dro^ht-stricken countries of sub-Saharan 
Africa is, nonetheless, encouraging. 

Through Tmancial engineering and the 
careful art of debt rescheduling, repayment 
is deferred, debt is swapped for equity, ‘new* 
money is ‘lent’ (eg. the Baker proposal) to 
nations on the verge of bankruptcy to enable 
them to pay off a small fraction of their in¬ 
terest arrears on ‘old’ debts, so as to tem¬ 
porarily avert default, and so on. In this pro¬ 
cess, the formal loyalty of individuai dolors 
and the legitimacy of the dd>t servicing ex¬ 
ercise are paramount. Nothing else seems to 
matter. 

Ultimately, debt management policy will 
reach a stalemate because it avoids the 
substantive economic, social and political 
realities at work. Already, the net flow of 
new loans (ie; to service the debt) particular¬ 
ly from private banks is rapidly drying up: 
virtually no new private loans have been 
granted to sub-Saharan Africa since 1983 
and commercial banks aiq incseasln^y wary 
to lend to the debt-stricken countries of 
Latin America. 

The burden of (M>t servicing has increased 
and the third world has become a net ex¬ 
porter of capital (in the amount of 92 btlhon 
dollars from 1982 to 1983). With depressed 
commodity prices and stagiunt third world 
economic growth, the value of the aternal 
debt has increased dramatically from ap¬ 
proximately 400 billion in 1977 to 1.23 
trillion in 1987. It will continue to increase 
in the future leading to posrible bank ftilures 
in western countries if nothing is done to 
change the present course of international 
debt management poli^. 

ECONOMIC Restructuring 

IMit management policy is tied into a 
imxess of reshaidng a^ remoulding of the 
national economies (ff indebted third world 
countries. New conoenional loans to in- 
detned countries are grunted on condition 
they ffithftdly adopt a progcamme of 
eco rr o m ic restructuring combirr^ domestic 
econotnk austerity and ‘stabilisation’ widt 
a narrowly defined progrumme of crqwrt 
promotion. The Intenutional Monetary 
Fhwrs hdiustment poUdes’ eomWping 


Wraints’ on wages, cuts in lodal expen¬ 
ditures, the lifting of price controlt on con- 
sutnet neceiiidet, dieNalttarioa,eic, nbtoidy 
pm developing countries Vit an eeonoodc 
stnit-jaclm, they also have serious intenud 
sodal and politlcail impheations. Thesa 
policies have been ascribed by some 
cdMervers (indtuUng a worUng group com¬ 
missioned by the Inter-governmental Group 
of 24 IMF deputies and adopted at the 49th 
meeting of IMF deputies in June 1987) as 
the cause of economk stagnation, uneitqdoy' 
ment and increased poverty in the indebted 
nations. Carlos Andres Berm (former presi¬ 
dent of Venezuda) recemly qualified the 
IMF as the expression of “an economk 
totaiitariatusm which kills not with bombs 
or bullets but with hunger”. 

The adoption of the Fund’s prescriptions 
is not only conditional for obtaining IMF 
credit, it also gives the green li^t to privau 
and state banking institutions in the alloca¬ 
tion of package ‘rescue loans’ to indebted 
nations. 

Ironically, however. IMF economk adjust¬ 
ment policies promote exactly the opposite 
of creditworthiness and flnancial solvency, 
Wmkening the domestic economy while coo-^ 
currently boosting debtor nations’ ttadtional 
ptiimuy exports—apidied simultaneously in 
every single indebt^ third world country—- 
produces an oversupply of primary go^ 
on the world market which flirther depresses 
commodity prices. This short-sighted expocl- 
oriented policy not only stifles the natioogl 
economy and the domestk market of thiirt 
world countries, it ultinmtriy leads to lower 
corrunodity prices and less export revenue 
from whkh to repay the debt. The ‘solution’ 
to the crisis becomes a major ‘caused of the . 
debt overhang. 

Another impoitant factor of external 
indrirtedness—whkh western polky-makets 
seem to have carefully ignored—is the im¬ 
pact of tlw international arms sales on third 
world indebtedness not to mention the 
stimulus provided by regional wars in the . 
Persian Gulf, the middle eaist, oentrai. 
America and southern Africa to this lucra¬ 
tive trade Although the figures probably 
underestimate the extent of the arms trark,. 
available information suggests that aenuat 
arms purchases by some third world couh-., 
tries are often in excess of their debt servic¬ 
ing obligations. Ironically, whereas sodd ‘ 
programmes have been cut as a result eff. 
Ftmd adjustment policies, a curtailment of 
defence expenditure by indebted third wofjd« 
countries teems so far to have escaped 
net of IMF conditionality. 

Economic restructuring also backfires on 
the developed countries: the burden of the 
debt reduces third world imporu (e g, a 
decline of more than 40 per cent since 1980 
for the group of ‘heavily inddrted couti^ 
tries’). An analogous situation dewrioped.bi 
the late twentks when mtsiiJent Hoover sad 
the US Congress pressed for tte repr^rinem 
of foreign loans granted to Peru. Cuba and 
other Latin American countries: the result 
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wu a significant contraction of US exports 
to Latin America even prior tq ttw 1929 
Clash of VUI Stteeti Similarly, when the 
United States in the early 1930s erected tariff 
barriers to pievem Latin American ptoducu 
from entering the US market, the resulting 
economic decline in Latin America back¬ 
fired on the US economy in terms of lower 
Latin American imports from the US: 
American exports continued their downward 
spiral in the early 1930s and many Latin 
American countries defaulted on their loans 
to US banks. 

While there are important differences bet¬ 
ween the present situation and the 1920s, the 
same fundamental mistakes in trade and 
frimndal pcdicy are being repeated. On the 
other hand, however, the magnitude of the 
external debt today is much larger, the world 
economy is far more int^rated and finan¬ 
cial markets (including foreign exchange 
markets) me more volatile. Pursuance of the 
present course of economic adjustment, 
trade and debt management policy will lead 
to a serious contraction of world trade and 
' economic stagnation in both debtor and 
creditor nations. 

Writing Off debt 

A workable solution can only be achieved 
in the contmt of global economic expansion 
and the writing off of a major portion of 
the debt. First, it is necessary to shift the 
focus and locus of dAt management policy 
from the debtor to the creditor countries and 
the lending instituticHU involved and transfer 
the onus to the creditors (private banks, 
governments, international flnancia] institu¬ 
tions) in an effort to write off the debt. The 
od hoc case-by-case strategy endorsed by the, 
Group of Seven at the Tokyo, Venice^ and 
'Btronto economic summits should be shelved 
in favour of a global approach to the debt 
crisis characterised by broad strategies for 
different regions of the world and cat^ories 
of debtor countries—i <; the ahuation of sub- 
Saharan Africa (including the low compo¬ 
nent of private debt) is markedly different 
from that of Latin America or eastern 
Europe. Dialogue with debtor nations at a 
political level is essential in the formulation 
of such a policy. 

Rdlure to establish a global framework 
and dialogue may Rsuh in effective and con¬ 
certed political action by debtor nations to 
either form a ‘cartel’ of indebted nations or 
to coOectiveiy default on their external debt 
(something which has been a headache to 
the intemiuional banking community ever 
since Peru threatened in 1985 to limif debt 
servicing payments to 10 per cent of export 
earnings and Brazil suspended debt service 
paymenu on medium- and long-term debt 
owned to commercial banks in 1987). More 
recently the president of Venezuela Lusinchi 
has hiiited that—in the Cue of a four billion 
dollar balance of payments deficit- 
\biiezueia will have no other choice but to 
unilaterally default on its payments. 

niat portion of the external debt which 


it owned to governments and public inter¬ 
national finaiicial inititutiont could in prin¬ 
ciple be written off with a stroke of the pen 
although the financial mechanics of such an 
arrangement—im|d]^ a consideraUe in¬ 
crease in the availal^ty of pidrik loanable 
funds by the national treasury of western na¬ 
tions, the IMF and international financial 
institutions—are complex and need to be 
carefully worked out. 

A slowing down of the arms race as a 
result of better east-west relations is also en¬ 
couraging: the billions of dollars and rubles 
allocated to the defence budgets of the 
United States and the Soviet Union could 
be redirected towards paying off the third 
world debt while concurrently injecting 
renewed purriiasing power into the develop¬ 
ing countries. The budget of the US Star 
(Strategic Defence Initiative) pro¬ 
gramme alone is roughly of the same order 
of magnitude as the third world debt. 

The most critical issue of international 
debt management pertains to the debt con¬ 
tracted with private banking institutions 
essentially by middle income developing 
countries (e g. Latin America, south east 
Asia, as well as several countries in eastern 
Europe). This in itself is a delicate matter 
since default could result in a run on major 
commercial banks. Current debt manage¬ 
ment policy—although intended to support 
the immediate interests of private banks— 
ultimately undermines the stability of the 
commercial banking system. Thtou^ finan¬ 
cial engineering, the appearances and illu¬ 
sion of debt repaymrat are ensured and the 
cohesipn of the commereial banking system 
is temporarily upheld. Despite the stock 
market crash of ‘Black Mcmday’ October 19, 
1987, a major financial collapse should not 
be ruled out inithe near future particularly 
if tbe present shortsighted course of debt 
management policy is continued: flnanciai 
markets are extremely volatile and the third 
world debt is a potent source of instability. 

This article presents the elements of a 
posrible solution to the private debt which 
saf^uards the interests of commercial 
banks: 

(1) Private banking institutions in creditor 
nations would enter into negotiations with 
their respective governments and central 
banking authorities. These negotiations 
would be based on the principle of private- 
public debt conversion whetdry debts con¬ 
tracted with private banks would be con¬ 
verted into debts with the governments of 
creditor nations. 

(2) The debts incurred with private juanks 
would be purchased at a substantial dis¬ 
count. The government would thereby reim¬ 
burse the commercial banks (e g, in the form 
of government bonds) tiy assuming a frac¬ 
tion of the debt servicing obligations of the 
third world debtor. The commercial banks 
would be compensated for that fraction by 
which the debt is discounted in the form of 
safeguards and guarantees grant^ fay the 
central bank. 


At pneeitl, the capdtilities of thelMF and 
the WIvId Bank to perform an active role 
in the purchase of the debt from commerdal 
banks are constrained by statutory provi¬ 
sions as well as ceiiings on the level of theiT 
activities. This means that in the short run, 
at least, the impetus will have to come from 
thg monetary authorities of Group of Seven 
countries throu^ the creation of appro¬ 
priate financial totruments. 

Once the private-public debt conversion 
is completed and the private component of 
the third world debt is transfernxl to the 
governments of creditor nations, the debt 
could be written off through cautious finan¬ 
cial management by the monetary autho¬ 
rities coupled with careful expansionary 
economic policy. Success of the writing off 
process may ultimately require a renewed 
Bretton Woods agreement in which third 
world nations would pl«^ an important-, 
political role 

The private-public debt conversion and 
the writing off process in themselves, 
however, are not enough. They tiiould be ac¬ 
companied by: (1) workable and comprriien- 
sivc agreements on commodity prices which 
ensure an expansion of third world export 
revenues in the future (i <; along the lines of 
UNCTAD VII), (2) an expansion of foreign 
aid and the infusion of technology and 
capital goods to the third world in the form 
of a 'Marshall type plan’ (coupled with 
substantive agreements on sorth-south 
technology transfers which provide for the 
autonomous developmoit of industry in the 
third world). 

Marshall Aid to reconstruct the war- 
shattered economies of western Europe pro¬ 
vided business and trading opportunities to 
American industry while supporting Euro¬ 
pean economic recovery. It is worth noting 
that American banks played an important 
role in the extension of credit to Europe 
under the Marshall Plan and a similar 
mechanism (tending to renewed trade and in- 
vestmmt) applied to tbe debt-stricken 
economies of the third world can be expected 
to provide considerable impetus to the 
private banking sector in America, Europe 
and Japan. 

There is no economic loss to creditor na¬ 
tions resulting from writing off the debt. On 
the contrary, writing off the debt becomes 
the instrument of economic expansion: the 
renewed and resulting purchasing power 
would act as an economic catalyser in reviv¬ 
ing world trade, supporting econinnic and 
soda! change in the third world and 
stimulating at the same token a substantial 
demand for western technology and aqritid 
goods. Writing o^ tbe debt In this fiuMon 
is conducive to a teal Economic transfler’ 
whfeh uUimately serves the interests of both 
creditor and debtor nations. 

Notea 

1 Antohoiv Sampson, Hu Momo> Lmitn, 

Coronet Books, Lo^on, 1981, p SS. 

2 lUd. p <2. 
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REVIEWS 


Political Economy of Indian Development 

C T Kurien 

Economy, Society and Polity: Essays in the Political Economy of Indian 
Planning edited by Amiya Kumar Bagchi; published for Centre for Studies 
in Social Sciences, Calcutta, by Oxford University Press, Calcutta. 1988; 
pp 271, Rs 100. 


THIS is a collection of essays by scholars 
from the Centre for Studies in Social 
Sciences, Calcutta, in honour of Bhabaiosh 
Datta who was the first chairman of the 
centre’s board of governors and who con¬ 
tinues to be associated with the centre even 
after he relinquished the post in 1982. The 
book is, dierefore, not only to honour a 
senior and distinguished economist in the 
country, but also a tribute that members of 
the centre pay to their senior colleague and 
the leader of the team. The fact 'hat the 
essays have been written by a group of 
people working in the same institution has 
given the collection not only a unifying 
theme, but also some coherence which 
festschrifts seldom succeed in attaining. 

All the seven essays in the volume have 
some bearing on the planning process in 
India which is Bhabatosh Datta's own area 
of concern. Nripen Bandyopadhyaya reviews 
the story of land reforms with emphasis on 
the gradual fading away of discussions on the 
subject and their substitution by an increas¬ 
ing emphasis on the technological a.spects 
of agrarian transformation. N Krishnaji in 
a piece on ‘Foodgrain Stocks and Prices’ 
argues that the government’s foodgrains 
operations have barely reduced the fluctua¬ 
tion in the per capita availability during a 
long period from 1961 to 1984 and that the 
support prices are largely meant to mop up 
sur^uses of grain product in a few pockets. 
He also contends that the peculiar nature of 
inflation in foodgrains lies in the policy of 
not allowing prices to fall when supplies are 
abundant. Nirmala Banerjee provides a 
critique of the planner’s approach to the 
unorganised sector. The main thrust of the 
piece is that the planners had studt to a 
particular image about workers and produc¬ 
tion organisations involved in the un¬ 
organised sector. Even if this image had 
some validity in the early stages of planning, 
the duuacter of production processes in the 
unorganised sector has undergone major 
dMuiges since then which does not appear 
to be reflected in the more recent plan 
documents. As an eiample it is pointed out 
that while during the I9^ production units 
in thh unorganised sector concentrated on 
producing finished consumer goods such as 
sawing machines and dectrical fans, from 
thi 197Qs onwards there has been an inoeas- 
ing tandency for these units to become andl- 
to Ug units. Certainly, this Idnd of 
ctenge would have taken place; primarily in 


the modern small-scale industry segment of 
what is described as the unorganised sector, 
but hardly, if any, in the traditional indus¬ 
tries segment which must have continued 
with the production of finished consumer 
goods, cloth, paper, pottery, etc. The more 
imporunt issue is the disjinction that the 
author makes between the small enterprise 
and small entrepreneur, and it is true that 
the earlier plan documents at least assumed 
that the unorganised sector and the house¬ 
hold production units consisted largely, if 
not entirely, of self-employed workers more 
or less akin to subsi.stence farmers. 

Debdas Banerjee and Anjan Ghosh in 
their piece on regional disparities drive home 
the point that while in the pre-plan period 
regional disparities were associated with 
industrial location, now they are more 
closely linked with the performance of 
agriculture: Thus planned development has 
led to Punjab and Haryana, two states with 
high growth rates in agriculture, taking the 
place of Maharashtra and West Bengal as 
the leading ones in the country. Linking up 
the disparities that developed during the 


British period and the pattern that baa . 
emerged since independence they say: 
“When planned development was inaugura¬ 
ted it was those areas which both had some 
industrial growth and a regional bourgeoisie 
that were able to draw further investmeatt 
to those regions. This aggravated regional 
disparities increasing the differentia] between 
developed and backward sutesr The burden 
of Saugata Mukherji’s paper is that pianned 
industrial development allegedly along 
socialist lines has been more favounfole to 
the private sector than was the care durtag 
the British period. The paper also brings out 
the great influence that organised bodies of 
private industries exert on policy-making. 

Partha Chatterjee and Asok Sen attempt 
an evaluation of Indian economic develop* 
ment from a political standpoint. They 
maintain that the structure of the Indian 
economy is characterised by duality, and the 
process of economic change has been one 
of continuing differentiation. The duahty is 
indicated by dividing the population leui^. 
into those below the overall mean level of' 
per capita consumption constituting about 
70 per cent of the population both in tMi 
ru^ and urban areas, and the rest Tba 
richer 30 per cent above the mean ievd of 
per capita consumption is shown to he' 
highly differentiated in the sense that dif». 
ference in the average yearly per capita coar. ’ 
sumption between the poorest above the 
mean level and the richest is about 320 per 
cent in rural areas and about 380 per eant 
in the urban areas. Armed with thme conr 
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ittmst poverty or a politico' 
tcoooqilc challenge against the present order 
will require that the relatively poor and 
discontented among the top 30 per cent 
make common cause with the absolutely 
poor multitude. However, the authors say 
that such political confrontation is forestal¬ 
led by the mechanism of differentiation. 
"Conflicts become scattered over several 
ptwts on the spectrum of differentiation... 
What the process of continuous differentia¬ 
tion achieves is a perceptual diffusion of the 
most significant social lines of division. And 
this diffusion is facilitated by the intricate 
enmeshing of class divisions with other 
signifying system of social distinction such 
as caste, language, religion. locality, etd' The 
somewhat elaborate exercise that the authors 
go through illusfhites a problem, but it is 
doubtful whether the 'duality', ‘differentia¬ 
tion’ concepts are of much analytical signi¬ 
ficance. It is disappointing too that the 
authors have not used them to deal with the 
actual political processes in the country. 

In the last essay on 'Problems of Effective 
, Demand and Contradictions’ Amiya Kumar 
. Bagchi giv« an exposition of bow demand 
can become a constraint on growth not only 
in an advanced country, but also in a poor 
country. Approaching the probiem in terms 
of Kaleckian rather than K^nesian ap¬ 
paratus, Bagchi first shows that the demand 
problem is a feature of any market economy, 
and not necessarily that of a mature 
economy. “As soon as we have a situation 
where income is earned by producing and 
selling something rather than just by pro¬ 
ducing it, the expenditure pattern of that 
groiq> or class which can spend money on 
the purchase of good without being neces- 
larOy bound by current income becomes 
crudaJ for fixing the level of national 
income. Thus effective demand failures, in 


the sense of money income as determined 
by the expenditure process failing to reach 
tiw levH of fliU capacity or full employment 
output, can occur as much in a poor market 
economy such as India as in an affluent 
capitalist economy^’ 

Perhaps that formuiation should be split 
into the two components implicit in it. The 
first is what may be designated as the Say’s 
Law problem that Keynes bimseir referred 
to, but did not bring out adequately and 
which has subsequently been d^t with by 
Patinkin, Oower and others. Clower. for 
instance, shows that only in a barter 
economy would workers be always in a posi¬ 
tion to effectively back op their demand for 
goods with means of payment. In an eco¬ 
nomy where goods are sold and purchased 
workers will have no way of knowing for 
certain the value that the side of their labour 
services would bring during the period in 
which they would contract for purchases of 
goods. In other words, the discrepancy 
between the (realised) value of output and 
the payment made to labour services is an 
inherent feature of a non-barter economy. 
This is a generic problem of all monetised 
market economics, but does not constitute 
what has come to be known as the problem 
of demand constraint. The second compo¬ 
nent is specific to capitalist economies when* 
a part of aggregate expenditure (the expen¬ 
diture on investment goods) is made by a 
class of people whose expenditure decision 
is based on what they expect to realise in the 
future and whose expenditure is not limited 
to current income Now, if their expenditure 
is not bound by current income then it is 
effectively limited by what they anticipate 
to be the level of future demand. It is in this 
sense that demand becomes a constraint on 
investment decisions in a capitalist economy 
(and not all market economies). Bagehi’s 
exposition does not bring out sufficiently the 
distinction between the two components of 
the demand probiem in what is simply 


described as a "market economy**, but the 
lack of clarity in this respect does not invali¬ 
date the main point that he wishes to put 
across—that the demand constraint as derig- 
nated above is effective not only in advanced 
capitalist economies, but in capitalist 
economies which are not so advanced as 
well. In fact, in capitalist economies with low 
levels of income and low rates of growth, 
entrepreneurs may consider the demand 
factor as more of a constraim in deciding 
on long-term investment decisions. Bagchi 
supplies the rationale thus: "In the long-run, 
investment feeds on investment by creating 
markets, and helping to widen bottlenecks 
and raise productivity. Conversely, if invest¬ 
ment shoud falter owing to difficulties 
actually experienced or anticipated in 
carrying out investment and because of 
associated expectations about lessened 
profitability and productivity, then this will 
tend to further dampen investment.” There 
has been a lack of appreciation of this aspect 
in the development literature, especially of 
the early period, where supply rigidities and 
constraints were considered to be the major 
limiting factors in growth. But if it is 
accepted that the removal of supply con¬ 
straints itself depends to a large extent on 
investment, the centrality of factors that may 
hold back investment will have to be con¬ 
ceded. Unlike in the Keynesian short-run 
analysis, it may not be possible to remove 
or reduce'these factors through simple fiscal 
operations such as pump priming, but on 
that ground alone it cannot be argued that 
demand factors do not constitute a barrier to 
growth in low income capitalist economies. 

The essays in this volume raise a number 
of analytical issues which have a close bear¬ 
ing on planning and policy formulation in 
the country and are an appropriate tribute 
to one who as teacher, author, administrator 
and commentator has contributed enor¬ 
mously to public discussion on planning and 
developmental issues. 






BituU and Symbolic Role of Women 

Siwan Visvanathan 

Coloured Syndic Slniclure in Hindu Family Feslivala by Suzanne 
H »cha..« Uh^yn. by Sbrnfey R,g.b„.; 

Corpontion, Delhi, 1988; pncc not stated. 


THIS book is an attempt to reflect upon 
several problemi^ about the ritual and sym- 
boUc role of women in two villages cjHw» 
Bandipur and Chinnapura. located in 
Hassan district, Karnauka, based on field¬ 
work basically conducted 21 years ago, sup¬ 
plemented by later visits. 

One problem that clearly asserts itself is 
with regard to that celebrated concept—the 
ethnographic present. Suzanne Hanchett has 
written abook around a village, Chinnapura, 
which was residentially extmct by 1976. In 
1967, when the data was collected, the peo¬ 
ple were planning "new lives elsewhere... 
Anxiety ovo'the pending crisis was high dur¬ 
ing our period of reddence there; but mean¬ 
while the non-Brahmans «md several others 
had made the choice to go on living as usual 
as long as they could”. The matter is not rais¬ 
ed methodologically, except to say that in 
1976 “all that remained was one high roof 
forming a small island in a large late”. Did 
ritual life never express this tenuousness of 
existence? In such analyses, past and future 
have no importance, and time is an artificial 
construct spanning only the ethnographer’s 
presence, teme reference to history and 
social structure would have been welcome, 
specially as the author concedes that both 
settlements have a long history. 

The major discussions centre around the 
celebration of women's festivals in Chin- 
. napura and Bandipur. The Lakshmi (called 
Prad) and Gauri festivals are analysed 
together and presented as dominantly 
Brahmankal rituals. They reflect the 
auspicious condition of married Hindu 
women, reflect life cyde conditions such as 
marriage and procr^on, and express the 
relation between the divine and human 
world. The ritualt establish a system of ex¬ 
change through gift-giving whoeby women 
enter into ceremonial partnership with each 
other. A description of colour codes shows 
the alliance between women and goddesses, 
where ydlow/gttid are predominant in both 
Lakshmi and Oauri rituals—these being 
associated with prosperity, beauty and mar¬ 
ried stmus. In the Prati festival there is a 

greater use of white signifying disdidine and 

chastity, while Oauri festivals highlight the 
use of for vitality, sexuality and gene- 

ntive power. The represenution of bl^ 
aUudes to the obstacles that exist in life, 
whidi women wish to overcome: 

In comrast to the auspidousness of mar¬ 
ried women’s rituals, we have a discussion 
cf those ritiuils dentring around the angry 
and frostmted female qdrits known as the 
amma ioddmes, of whom Mari Is the most 
AWHinant , while Piriyapatttnadamma and 


Masuamma are lesser known. Here the sym¬ 
bols of therhual are red, for anger and spil¬ 
led blood, for waste. The offering of fresh 
pig blood (seen to be “cooUng”—but why?) 
and cooked rice made by Adikamaiakas ex¬ 
presses destruction, waste and anger in jux¬ 
taposition with eternal fulfilment, continuity 
and peace (cooked rice). Mari is faceless in 
the icons that represent her, for if she had 
eyes her anger would fall on people and 
devasute them. The myths about wrathful 
female spirits expresses (in contrast to Prati 
and Gauri) the annihilation brought about 
by negative stored up energies of deprived 
women. 

The third set of ceimonies are those 
organised around dead ancestors. Ktra 
Paksa is for the collective ancestnti spirits 
who are referred to as elders. Here it is in¬ 
teresting that while there are no ancestral 
shrines or tablets for specific ancestors, 
photographs substitute as memorials. Yet 
‘individualistic mcmortalism* is not ritually 
institutionalised, for in Pftra Paksa, the dead 
are not mentioned by name: and even those 
whose names are forgotten are commemo¬ 
rated. In these death rituals, patrilineal 
ideology is clearly expressed, while women’s 
rituals receive special place in the whole 
ceremonial landscape: becauK of their 
creative and generative symbolism. The sym¬ 
bolism of food receives detailed attention 
here. 

The last set of discussed rituals refer to 
the cobra deity, worshipped either as Nagap- 
pa (male) or as Nagapira-Nagamma (male- 
female pair). White is die principal symbolic 
colour here; for questions of spiritual and 
bodily purity are involved. TVvo interesting 
myths are analysed here, one depicting the 
dilemmas of purity of the lineage; incest and 
exogamy, the second with the chaste love of 
sisters for their brothers. The analyses of 
these myths bring to a conclunon the pro¬ 
posed aim of this book—to engage in frui^ 
fttl Levi Straussean structuralism, with par¬ 
ticular reference to the social categories of 
colour and food. There are teveni problems 
however which need discussion. 

What, for instance: happens to a text 
which is the outcome of the labours of 
twdve people? Statistical sociology may 
benefit bom ludi an araiy of assistants, but 
anthropotogical exercises don’t seem to! 
There is a failure of ethnography, because 
the text is riddled (e^iedally the fust part) 
with incontistenciet cd' style aiul hesitations 
' of language. What appears often enough is 
Indian English, whidt while interesting 
enough when appearing in the novel or 
analysed by literary critics, is startling in an 


anthttqpdogicai monogram stiiidi uses 
English as its preferred mode of dinetnina- 
tion. Thus, Maha Lakshmi (Great lakshmt) 
came to her, saying, ‘lb do all goodneu I 
have come to you" (80). "Arundati did not 
teli Rarvati to do these foods’’ (82). W: con¬ 
stantly have individuals who "mate pujas” 
rather than perform them. Then there is an 
instance where we are told that in one myth 
"t)w parents exchange calls with ttelr 
daughter trapped in an oven and only sound 
goes between them, no more phyncal con¬ 
tact" (171). Hanchmt also tells us that the 
washetmaif s family festival has a ‘pecuhar’ 
method of roasting chicken whole (17U). 
Peculiar seems a strange word for a profes¬ 
sional ambropologisi to be using. Is it 
because Hanchett was not "welcome to the 
washerman's pienk in 1967"? (I6Q. Why use 
"picnitf’ to describe the act of eating out¬ 
side the house where a ritual is involved, or 
consistottly use ‘snack’ for describing what 
constitutes prasetti 

Levi Straussean structuralism is tediously 
spelt out, but not very interestingly applied. 
Symbolic analysis oftm floats here in a Ueak 
duplication of the “Structural Study of 
Myth" rather than on a whoiistk interpreta¬ 
tion of Levi Strauss’ writings. None of the 
questions raised perttun to the analyses of 
myth in peasant societies as opposed to the 
working of myth in pre-literate societies. The 
usage of the term ‘myth’ itself is too vague 
to be really useful to the reader. Again, nqdh 
and ritual activity seem to oprnte at 
separate levels, and one wonders given the 
very wooden ness of mythic language 
whether myths are at all important to these 
villages, or whether they were produced on 
demand for the ethnography’s benefit. 
What is clearly an ambiguous problem is 
handled by Hanchett in a very brief and 
unconvincing way on page SO. 

Of structuralism she writes that "this b(M 
approach produced non-obvious and non¬ 
trivial insitfiu into both festival rituals and 
the attendant m^hs aul is the best available 
empirical and interpretative technique for 
this material” (83). The book is often 
depressing because tlw method seems to have 
dated terribly under Huidiett’s hands. Or 
is it that in the late 1980s, structuralism 
seems like a fotin of ancestor-worship, still 
amazing though somewhat monoUthk tetiw 
original, but terribly dissipated when iuMxl 
electrically as in this book. Fbr instance; for 
our benefit Handiett says of the PiriyrqMt- 
tanadamma a ritual that it “deals with nut¬ 
ters of Uring and dying, and itt structure in> 
dicates that funerals are necessary”, adding 
lamely thm “this is an overaim|tiication” 

It is interesting to note that Evans 
Pritchard is entirely missing from the 
bibBogiapfay, and in a study of spirits in folk 
religion his absence presents a themeifoal 
lacunae. The book seesns to the rewiewiCT Itiia 
a series of field notes, complex in thensdvBS, 
where a theory of semiotics is badly hi neiMt 
where structuralism provides some answers, 
but not enough. 


^ BoBtlcal Wedcly Oecem^ 24>3i. 1988 
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Spirit of the people of 
Gujarat sustained the 
march of progress 
despite three 
consecutive years of 


severe drought. 
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Perestroika and Problems of Socialist 


Renewal 

Compulsions, Constraints and Contradictions 


Ajit Roy 

Ptnaroika «« most welcome, not only in the interest qf progress of the USSR, but also qfthe 

entue human society, mt Mikhail Gorbachev’s claim that the Soviet state and the CPSU have 'renounced everything 
that deformed^ialism in the 1930s’ is an exaggeration which only reveals a certain lack of comprehension qf 
the enormowi dimensions of this historical legacy. In fact, certain basic digits of thought, uncritically taken aver 
from the past, like the idea that the USSR is in the state of ‘develo/xd socialism’ and that the Soviet state is 
now an all peoples state, along with the concept of the CPSU as the vanguard of society, carry in them germs 
of a possible neo-Stalinist development in the future. 


1 

THE two Ruuian terms ‘perestroika’ and 
‘glasnost’ have gidned world currency in 
tecent times and they, therefore; hardly need 
translation in other languages. Literally 
meaning restruauring and openness, they 
jointly imply the ongoing process of a per¬ 
vasive renewal covering economic, political, 
social, legal/constitutional, cultural- 
ideological, etc, spheres of life in the Soviet 
Union. All this has becorae necessary, says 
Mikhail Gorbachev, because of “serious 
deformations” suffered by the Soviet society, 
which "made possible the omnipotence of 
Stalin and his entourage and tte wave of 
repressive measures and lawlessness”.' 

Because of its wide scope and complex 
nature, this process obviously, cannot be 
expected to follow a straight course of linear 
advance. Perestroika, Gorbachev underlines, 
"is a contradictoiy. complicated and difficult 
process accompanied by struggles between 
old and new”.^ 

It will, however, be incorrect to view 
perestroika as something strictly limited to 
the iniemid life of the Soviet Union: it is, 
on the contrary, having a powerful impact 
on the contemporary world developments as 
wril—net only through such direct means 
as the INF treaty or the Geneva Accord on 
Afghanistan, but alto by creating new hopes 
and Mdi in the Kherationist humanistic con¬ 
tents of todtfitm! The image of the sodahtt 
Soviet Union as an Vvil empire’ so tenacious¬ 
ly propagated hy Ronald Reagan till very 
raoeatty and, in fact, hy many other pro- 
togeariatoof the old world before him,'since 
the birth of the new social formation 70 
yaaa aga; has now been exposed to be 
basaless ty the rejuveiuition of the socio- 
poHtieal life in the USSR. 

P e w st io Ua, that is, the process deno^ 
by this term, is no sudden or tecent im¬ 
provisation. Even if one chooses to ignore 
the lufriwTd stirrings in StaHn’s life-tun^ 
there is mnple evidence that strivings of this 
aattnt hawe been surfecing intermittently 
fifidK ahica SmUaTi death. Indeed, Oorbacbev 


himself mentions their first articulations at 
tlie meeting of the central committee plenum 
hrid in September \Ki? Gorbachev, however, 
glosses over the powerful impetus ^-ven to 
the drive tor renewal by Y V Andropov 
during the very brief span of Itis helms- 
manship. 

A view, fairly widespread abroad, that 
dates the contemporary developments 
grouped under the banner of perMroika 
from more or less the emergence of 
Gorbachev as the topmost leader of the 
Soviet Communist Party is based on the 
ignorance of the Soviet social milieu since 
the historic 20th Congress. As a western 
Marxologist writes about ‘dissent’ in the 
immediate post-Stalin period: 

In the excitement about the voluminous 
underground or wuniedat writing that has 
surfaced in the Soviet Union since the 
mki-I960s, the literature of distent that 
preceded it, pubiished in the journato of of- 
ncial institutions, has laigriy been ignored 
or forgotten... It indicated a major change 
taking place in the political system. It 
significantly altered our conception of 
totalitarianism and raised serious doubts as 
to the appropriateness of that term for the 
Soviet Union... Moreover, for the student 
of the Soviet society the public dissent per¬ 
mitted in the fint decade after S^in 
provided an acquaintance with the outlook 
of a rizeable portion of the intelligenttia... 
Finally, the dissem of I9S3-I964 appeared ai 
the time to have won sympathy and tsierted 
influence in high ptaces. It may yet bea fane 
foe change—at least in su^ spheres as 
cukuial policy and economic admhLsmtion. 
if not in other areas of the politkat system.^ 

The same author cites many creative 
writers who fearlessly exposed the various 
crimes of the Stalin regime; such as, "the 
brutality of the collectivisation campaign 
and thr massive loss of human and animal 
lives it entailed. Stalin’s destructimt of the 
creative intelligenttia... the artistic 
bankruptqr... ^f] those who tried to 
placate Sti^ and the penecutiott and death 
that were the lot of those who could not do 


this... various acts of terror... the role of 
the hated seciet police in imptementing it, 
the oideaU of the victims in prisons and 
camps, the devastating impact it had on ail 
sodal relations and on the lives of everyone 
who lived through it. Stalin’s foreign poihey 
was severriy attacked... the dicutor’s dehqr 
in aiding the Spa.uth Republicans, at his pre¬ 
war pact with Oermatv, and his subsequent 
efforts to appease Hitler... Latin’s war 
policies; his failure to prepare the army and , 
the country for the Nan attack, Ms crippttng 
purge of the military and his responriWUty 
for the massive slau^ter both of civilians 
abandoned in the occupied territory and of 
soldiers ordered to confront the invaders vir¬ 
tually unarmed... at Stalin’s nationality 
policy—his war-time and post-war deporta¬ 
tion of vholc minority groups,arid his 
frenzied effort to wipe out Jewish cultuie^'.* 
Another well khown western scholar, 
Moshe Lewin, writes about the inteliectoal 
churnings in the late Sixties: 

The rethinking of eooooiiuc docmnehecams 
pervasive; and a whole range of issues never 
previoudy allowed to be raised at alt twers 
submitted to scrutiny. The fermentation of 
ideat in this process was vrithout doubt 
remarkable. Revisioni, reversals, rejection of 
previoiis dogmas, (men-minded questfonhig 
of practices and an uninhibited took at tbs 
west amounted to a real tenaissanoe; even a 
revolution, in Soviet economic thinking 
They represented a maior break with tha 
previous ways of viewing the economy and 
much else.'' 

This peep into the past is not intended to 
belittle the sigitiflcance of OorbaAtv'g 
initiative; hut only to highlight its gipit 
importance as the forward thrust of dtti 
objecdve-historical pressure; grosring witidll 
the womb of the Soviet soci^y. 

Gorbachev’s ptogranune for refonag 
which he himself has on occaskma 
characterised a call for a ‘social levoluthMir* 
is a pervasive jdan for action, and ah 
extremdy urgent call for that. TheicaaoBg 
are BOt Rtf to seek—compubions for wUa- 
ranging overhaul had become tao osar- 
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whdmint to be ignoted iny fbrdier. 

Hnt of aB. the economic meitim It wtt 
nobody's leciet diat the fa^ty methods of 
pianning and economic administration and 
management had been working in real life, 
not for the planned growth, but for stagna- 
tion and even dccHna As the noted Polish 
economist, Jan Winiecki, had pointed out 
in 1986: 

The rigidity of the hientchical system of 
management... (is] acause of slow adjust- 
mem to economic changes domestically (to 
say nothing of the world market) as has the 
InhUntine effect of risk aveision on technical 
change (in feet, any change in routine)... 
incentives at the enterprise level, for 
managers and workers alike, have always 
been positively correlated with the volume 
or value of output... but not, at the same 
dmc; negatively correlated with costs of 
material input and factors of production. In 
consequence, enterprises have been en¬ 
couraged to expand production at any cost, 
continuously increasing their demand for 
material inputs, using them wastefully, 
expanding their inventories, and dis¬ 
regarding the possibilities of material-saving 
innovations.* 

Various attempts, intermittently made 
since the mid-sixties and stalled by inertia 
and internal resistance, have so far failed to 
reverse or counter these tendencies. As a 
resuh, the Soviet economy had reached a 
critical situation in the eighties, as 
Gorbachev told the plenary meeting of the 
central oommittee of the Swiet Communist 
Ifeny in June 1987: 

.. .as we entered the 1980s... the rate of 
economic growth had dropped to the level 
which virtually signified the onset of 
economic stagnuion... the gap we knew in 
production efficieticy, output quality and in 
technology as compared whh the most 
developed countries began to widen.'* 

He then detailed the various indicatora of 
the declining trend. “.. .there has been and 
remains a shortage of everything—metal, 
fuel, cement, machinery and consumer 
goods. If we add to this a chronic shortage 
of manpowo; it becomes clear that in such 
conditions the economy cannot develop nor- 
maHy... But the most alarming thing is that 
we had begun to lag in scientific-technical 
development... Wseuen used the hard cur¬ 
rency earned on the export of oil and other 
raw mato-ial resources mostly for the 
solution of current tasks and not for 
modernising the economy!’" 

Financial tensions, said Gorbachev, grew 
in the national economy against a back¬ 
ground of economic difflailtics and declin¬ 
ing rates of increment of the national 
faicome.'* 

Spending, he said, was covered by revenue; 
but how was this achieved? Not 1^ incieas- 
; ing the'national economy's efBdoiey but by 
odwr meant with neither economic nor 
•ocial justifleation.'* He particularly 
mentioiis: 

There was a practice of money betongiiig to 
enterprises and organisatioas but grot^- 
lestly taken into the budget; this undermined 


oemfitiaat tux their noratal ebbaenfe 
aethd^. And, of. eoursa. there can be no 
justification fer theincreated production and 
sales of aktfeolic drinks. The tax returns on 
liquor ssles grew to 169 billion roubles in the 
tlth five year plan period against 67 billion 
roubles in the 8tb five year plan pwiod.'* 
The mention of the staters depemfence on 
taxes on ateohoUc drinks for revenue income 
reflects not only an economic weakness but 
also, and more importandy, the political 
weakness that is, the sense of alienation of 
the large masses of population who took to 
heavy drinking. If Marx’s views on the 
significance of leiigioiis faith ate not entirely 
mistakni. them the rise in the number of 
people given to the observance of rriigious 
rites in recent years also points to the same 
thing. According to a Soviet perioifical, the 
number of baptism of school-going children 
in the Soviet Union increased from 10,261 
in 1966 in 40,469 in 1986; during the same 
period the number of weddings in churches 
and funerals with rdigious ritn rose from 
60,SIS and 8.48,805 to 79,840 and 11,79,051 
respectively.'* 

At a de^r level, economic stagnation/ 
decline and sense of alienation of a large 
mass of the working pr^ulation were both 
rooted in the persisting political weaknesses 
of the Soviet system. As Gorbachev frankly 
told the plenary meeting of the CPSU CC 
on October IS, 1985: 

I wish, comrades, to stress most emphatically 
that without a comprehensive broadening 
and deepening of socialist democracy, 
i e, without providing conditions for active 
and effective day-today participation of ail 
working people; tlreir collectives and organi¬ 
sations in resolving nuttters of state and 
public Hfc; we will not besMeto forge ahead. 
Lenin regarded as a most important source 
of strength and vitality of socialism the 
initiative energy and creative effort of the 
per^e; their conscious attitude to and stake 
in the tasks of building the new system.'* 
"We are facing]’ said Mikhail Gorbachev 
in his report to the recently held 19th All- 
Union Conference of the CPSU. “many 
intricate questions. But which one of them 
is the cru^ <mc? As the CPSU central com¬ 
mittee sees it, the crucial one is that of refor¬ 
ming our political systemr'* 

Along with the basic ’economic and 
political compulsions for perestroika- 
glasnost. discussed above, there is another 
compulsicm which arises on both economic 
and polhlcal considerations, namely, the 
compulsion for detente and disarmament, 
particularly in the fidd of nudern' weapons. 

It needs no elaboratioa that the heavy and 
continuous step iq> in defence expenditure, 
as a result of the competitive arms race with 
the US was pre-cnqrtinga large; if not grow¬ 
ing, part of the inoeasinid)' scarce resources 
and, as a result, was hamming the efforts 
to foster a. faster rate of economic growth. 
Much more importantly, u Gorbachev had 
told the 27th Congren of the CPSU in 
February 1986, "$a an expression of the 
humanlm of communist Ideology, of its 
moral values’’, the '"aruggle aggbut tht 
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ptmrvat^ dtidsMiitlAeingig ofwiimM 
ptact remains the AmAsmental direction pt ■■ 
the Party’s activities in the internationid 
arena’’.'* 

Mrueover, the self-criticd evalusttkm of 
the continuing practice bad led the CP$U 
leadership to identify some serious lapses in 
the sphere of the U^R’s international refe- 
tions. As Gorbachev candidly told the 
recently hdd 19th Conference: 

While conoentratiiig enormous fends and at¬ 
tention to the military aspect of countering 
imperialism, we did not dwm« make use of 
the political opportunities opened up by the 
fundamental changes in the world in our ef¬ 
forts to assure the security of our state; to 
scale down tensions... As a result, we 
aUowed ourse/ver to be drawn into an arms 
race, which couU tmt but affect the coun¬ 
try^ socio-economic development and its 
intemationtd standing. As the arms race 
approached a critical point, our traditional 
political and public activities for peace and 
disarmament began... to lose their power 
of conviction... Hence, what was needed 
was not just a refinement of foreign ptdicy 
but its determined reshaping.'* 

All this demanded, and was indeed based 
on a fundamental re-evaluation of the 
Stalinist legacy inherited by the CPSU and 
the USSR which had moul^ the dominant 
thought and practice of vital sections of 
the population since the late twentiesi 
As Gorbachev proclaimed at the I9th 
Conference: 

\ks, we have renounced everything that 
deformed socialism in the 1930s and that led 
to its stagnation in the 1970s. But we want 
a socialism that would be cleansed of the 
sediments and distortions of the past period, 
and that inherits all the best elements born 
of the creative thinking of the founders of' 
our teaching and put into effect by the labour 
and effort of the peopie and reflecting its 
hopes and aspirations, tkfe want a socialism 
that absoibs aU the progressive «perience in 
world history, that utilises all the achieve¬ 
ments of human progress.** 

One may or may not fully agree with 
Gorbachev’s claim that all inherit defor¬ 
mities have beat already renounced. One 
may even hold that such an ooggnuted 
claim itsdf shows a certain lack of com¬ 
prehension of the ^ormoui dimensions of 
this historical legacy! Butunlessdeeply pre¬ 
judiced, none can tkmy the persistent efforts 
for progressing totnuds dus profosed goal. 

lite earlia strivings apart, Gorbachev 
publidy started on this path with his report 
to the plenary meaing of the CC of the 
CPSU in April 1985. The major landmarks 
that follow^ this first step are: hb report 
tt the pbnary meeting of the CC oi|:.Oct(d»r 
15,1985 on the uptfeted ed^n of the CPSU 
programme; his reports and speeches at the 
27the Congress of the party in Pibruary 
1986, hb report to the CC piciunn on tadn 
in radical restructuring of economic 
management in June 1987, hb report at the 
meeting to odebrue the 70th antdvosary of 
the Bobhevik revobitlon hdd on Novente 
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2.1987 tdd fiiurily his ittmt and speeches 
at thjS 19th Ah'Union (^toence of the 
CPSU hdd bh June 30-luly 1, 1988. 

If initeail of a linear progress, the sue* 
cessive landmarks trace something like a 
zipag, that only proves the reality of humps 
tnat had to be crossed and comers that had 
to be cut! The creditable performance of the 
GorfMChev leadership will be evident from 
the actual advance made by the Soviet 
society towards renewal, all the hurdles 
notwithstanding. This we discuss below. 

II 

More or' less simultaneously the new 
leadoship charted the. path forward to 
economic restructuring and political reforms 
along with reorientation of foreign policies. 

Economically, the central aim of pere¬ 
stroika is to ensure rapid rise in the pn^uc- 
tion of material goods and services, but on 
the basis of rising cost-effectiveness. Fbr this, 
the CPSU leadership has devised a two- 
prong stratqy: (i) decentralisation of 
management, accompanied by (ii) oppor¬ 
tunities for private gains. In operational 
terms, the economic reform programme em¬ 
braces the following spedfle measures. 

(i) llansition from centralised management 
to ‘operational autonomy ’ (khoziaschot)— 
to be achieved through transititHi from cen¬ 
tralised matmal and eqippment supplies to 
factories to whdesale ttwle in means of pro¬ 
duction goods. “Factories should be able to 
buy with money they have earned anything 
th^ need for manufacturing, construction 
and modernisation schemes, and social 
services.”*' 

(ii) "Ihuisition by work collectives to seif- 
management whereby they decide at their 
own discretion all production matters at 
their factories up to, and including, the elec¬ 
tion of top managerial personnel."** 

(iii) lb serve ‘‘personal interests of literally 
every penon”** through material incentives. 

(iv) lnthes|diereof agricuhuic^ to achieve 
the above^ientioned objectives through pro¬ 
motion. of co-operatiVes. lease contract 
amngoments with individual families.** 

(v) Price reforms “to Cleat normal relations 
In the economy, to secure a properly 
grounded assessment of the costs ai^ results 
of production, and an equivalent exchange 
of goods and services, to stimulate scientific 
and technological progress, to encourage 
sawings of resources, to normalise the Btua- 
don on the market, ami to carry out fair 
distribution accord^ to labour”.^ 

(vi) The need to stq> up real competition 
be t ween fhetoriee and organisations, in- 
duding competition between government- 
run and GO-opnmtive ones. The winners in 
dds compelitioo should receive tangiUe 
economic benefits in reward.^ 

(r# Enterprises arid associations of enter¬ 
prises to be offered extensive eocess to the 
foreign market and an opportunity to 

estgUUi dbeet foreign economic dety to start 
jofot .'venitum, even with cartalist and 
^eMlaidag ooundics,^ 


The central objeedve of the current 
economic reforms may be summed up in the 
following words—a hidier kwd of ooiisump- 
lion both in terms of material goods and ser¬ 
vices to be achieved by more sincere input 
of labour aiul even by longer houis of labour 
by self-employed and co-operadvc units. 

Politically, the i»esent programme of 
perestroika entub the following: 

(i) Almost unlimited freedom of expression. 

(ii) Separation of party from state and 
public organisations. Hdiiceforth. the party 
wiU not dictate to organs of either the state 
or other public institutions but will strive to 
fiilfil its leading role by indirect persuasive 
methods. 

Oii) Thoroughgoing legal and constitu- 
donal reforms so as to esubibh a ‘socialist 
rule of law staW which means that anything 
not explicitly prohibited by law u allowed 
as lawful, an accused is to be presumed 
innocent until proved otherwise; any dis¬ 
regard of a court’s verdict to be treated as 
contempt of court. 

(jv) “Given the one-party system which has 
evolved in the course of our country's 
Idstory, the existence of a permanent system 
ensuring free dialogue; criticism, self- 
criticism, self-control, and seif-assessment 
within the party and within sodety is of vital 
important^’** 

(v) Restrictions limiting thqterms of office 
in riecti^^ post in the party’s leading organs 
to be fixed at two consecutive terais. 

(vi) Generally, “the maximum scope should 
be given to the processes of self-regulation 
and self-government of society, and condi¬ 
tions must be created for the foil devriop- 
ment of the initiative of citizens, represen¬ 
tative bodira of government, party and 
public organisations, and work odlectivesr” 

In the sphere of international iriations, 
Gorbachev said in the 19th Conference, '‘Vfe 
have begun to base our contacts in rriations 
between sutes on diriogue; in the sphere of 
disarmament, on a readiness to accept far- 
reaching reciprocal verification. ^ 
thereby discovered a considerable potential 
of mutuai understanding and of acceptance 
of cocxbtence and co-operation even in 
influential quarters far removed from us 
ideologicrilyl**'' 

“This approach”, Gorbachev continued, 
“made possible such major breritthroughs 
in worid political affairs and, above all, in 
the fleld of disarmament as Geneva and 
Reykjavek, which led to teal progntss in the 
proces of negotiations and predetermined 
the success of the summit meetings in 
‘Mbshington and in Moscow with the result 
thtt the entire iniernationai situation U 
changing^’*' 

Furthci; “die axn of international affoirs 
b shifting away Crom confrontation towaida 
cQ-opemtiott, mutual understanding, and 
n^otlatkms that hold out the promise of 
specific results, firri and foremost, with 
respect to weapons mass destiuctioa. 
Thm has been improvement in Sovtet- 
American relations. A treaty hat been oon- 


WwUy'DMMrirer 2^21.1988 


eluded on scrapping a portion of nudenr 
amaments. The European process has 
become bruker—at the inter-mte and 
;especiaUy, at the non-governmciital level. 

“The (jeneva accords and the-wlthdrawid 
that our contingents have b^un from 
Afghanntan have become an internationri 
milestone in the political settlemrot of 
regional conflicts, which are fraught with « 
danager to the world ns a whole and which 
hinder the progrCss of nations!’** 

Along with this quest for international 
understanding, “the development of our 
defence whose effectiveness must henceforth 
be assured primarily by qualitative para¬ 
meters—both in terms of technology and 
military science; and in terms of the com- 
positton of the armed forces.”** 

Finally, both as an end in it srif as also the 
means to achieving successes in other direc¬ 
tions, the Soviet leadenhip has been 
energetically promoting the spirit of glainoit 
or openness. The foUowing statement made 
by a visiting Soviet academic in a laigety at¬ 
tended semhiar organised by a non-Marxitt 
political party in Calcutta recently b an ei<K'. 
quent testimony to the pursuit of glasnost, 
TiU iccemly the pcopb of the USSR used to: 
listen to the Voice of America and the BRC. 
for authentic information. But since the bkr 
troduction of glasnost and perestroika, they 
have stopped listening to them and aiV 
reading newspapers published in the USSdl 
‘for ail kind of news'. 

Earlier most of the newspaper readers In dw 
USSR avoided real^ eiUioriab and the fiitt 
few pages, %s they did not trust them’. Ttiegr 
read news hems rdated only to moru and 
cultural events. But followd^ glasnost and 
peicstrrika, queues have Jengtheoed at the 
kiosks selling nmspapers and people are 
reading avidly*^ 

Thu open admission by * visiting Soviet 
academic on nn offtdal visit to India cdT the 
foct that the Soviet citiaens tfistnuted Anude 
which is the Rusnan word for tnith and ii 
the organ of the Soviet Communist Ftoty 
and preforred the impoialist news me^ ns 
a source more truthfiil newsb itself acoo- 
clusive evidence of a true commitment to 
opennessi 

All the positive results notwithstandiiit* 
the programme of economic reform^' 
pditicai, social and legal restructuring and 
the new turn in the USSR’s iatenutibttid 
relations pursued by the Soviet leaderridp 
raise some practical, theoretical and 
idedorical qucttkmr.. Thu b hantty surpiil^ 
ing, conrid^g the scale and depth of 
omciset undertnkn. Bekw we dbnusa iaml[ 
of the questions that have surfaced. . 

Ill 

Vb f^nd no fault with the US$Rb 
economic reforms for it! inereaied strew (Ml 
presonal incentives and individiMl mimnW 
gains M also for the introducdonoferitim 
capitalist categprire lifce profit, marin^enn^ 
pirition and so on. Not meirriy 
oaregorieq dre ittroducdonofcwcnnocitaiii 
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of c«{ritaUst i<d8tioiu b not 
'^MOtvUcally an impennitsible deviatkm. 
t1^ it to, becauM fintly, socialiim in 
Mantb own words is a period of transition 
finsn capitalism to communism when the 
etemeiits of both the antagonistic soda) 
orders will co-exist and compete with one 
•another,” secondly, it it an historically 
observed fact that in the USSR as in China 
and other sodalist countries in the contem¬ 
porary phase of development, that, is, with 
^ tiM present moderate Iml of material pro- 
iil^ty and the present level of sodal con- 
sdousness, the lack of adequate material in- 
,«entlve8 has in practice proved to be a retar- 
'.'dtttg factor in the growth of productivity of 

• lidiour. 

The Iteally crudal obligation in this con- 
r^t it to recognise and seriously intensify 
contradictions between the actual and 
/'potential demenu of capitalism on the one 
%lAad and the growing elements of com- 
^tpuinita ottflie other, with a view to prqwr- 
‘c lhg'tiie ground for superseding the former 
^tddduttdy. The .awareness of this imperative 
Htilk seems to be lacking to acertain extent 
in the CPSU’s elaboration of the economic 
ptrategy For instance, Gorbachev said in his 
I rq^ on the economic restructuring to the 
CC plenum on June 2S-2d, 1987: 

' 1 The incentive possibilities are dramatically 
;> expanding. But it is particularly im^tant 
\ ' that aaual pay of every worker be dosely 
k ' gntoi to Ms personal contribution to .the end 
'Z- sendti.and that no limit be set. There is tmly 
V ' one criterion of justice: whether or not it is 
•' honestly earned.” 

: ' This promise of unlimited private gains 
.b mthui one-sided; it smacks of Bukharin’s 
. old sid^ ‘enrich yoursdf. It fails to take 
note of the4>Bsic fact that all personal skills 
.and talenu that a Soviet or any other citizen 
■piay bring to bear upon his productive 
tabcmr’are themselves the product of and 
' bttad upon the'social edifice: Therefore, his 
. dtHls are not a natural or personal cn<^- 
mtat in a narrow sense:” 

Further; the USSR’s current economic 
reforms a» supposed to be organicaUy 
Rphad with perestroika, that is, the pro- 

• gmipine for deepening and enriching the 
;. thdahtt contents, which is conditional upon 
' thf broadening of the demoaatkparticipa- 

dM of the working peojde in' the running 
Cd the society. If the lure of private gaiiudes 
; to productive labour for long horns. 
Is Ukdy to be the case sifith conttict- 
, boi^ households or co^qietatives, then the 
a^gnenu of populatipn.in these sectors will 
; (bui it hard to take part in the general 
administration of society. Andropov who 
■' was Ailly .alive to this danger had si^ 

.. .as a nila a maa rid of streouous, arduous 
f.; manual labour shows greater iaitiative and 
mom fcqieasibie atikude to the task in hand. 
. Hegstsadditionflpasdbilitlesliorpartidpa- 
Uoo in sodal work, in Ae tmumgcAent of 
Ptodnedon. Hi thus can abo man yUfy 
diamdie Mr pplHkal. drmoentffe rigMs, 
. ftamtdioawwocUiwpeopleby'dwsodolin 
.tSffiaiution, the lights cf fiA masters of their 
•O^y; of thdr state:’* 


In this llA year iof tbe eouPtr/i sodbiist 
revolution, a Sovkt ddzen shotdd i^wpys be 
rendnded of hit eoda^ iiKhutiht pdijtfcal 
obfigadons while offering him anwe material 
incentives at the same time That this can 
realiy wortt can be seen fkom some of the 
examples by Gorbachev himself in the 
speedi to the CC plenum in June t9S1, He 
dted then the instance of the Omsk 
Amalgsmntions whose products, he said, 
of high quality and ilte last SP per cent 
longor than other”. Over the past 2P yean 
the Amalgamations had not failed to hemour 
a contractual ddivety commitinent “bad it 
has done all tins without any advanmges, 
dtber in wage growth rate or in tbe social 
fleld, over othen:’” 

Secondly, Uie cravings for material ino- 
spahy should be tempered with a better ap- 
predmion of the quality of living. Here also, 
y V Andropov revealed a better and more 
balanced undentanding of the issues 
involved than the present CPSU leadership. 
He had said: 

Tbe phrase ‘raising the living suuuluds’ is 
often used in our country But h is sometimes 
interprated hi a sbndiSed way having in view 
only the grow A of incomes of the popula¬ 
tion and production of consumer goods, in 
fset, the concept of living sumdanU it much 
white and richer. It embiaoes the steady 
growA of consdousness and cultural level 
of tbe peodc; induding their cultural stan¬ 
dards in evoy day life and conduct, and, 
what 1 would call reasonable consumption... 
It also enibiices a morally and aesthetically 
adequate use of free time In short, 
everything which in its sum total is wotehy 
of being called dvilised in line wiA sodalist 
ptindide** 

Thirdly and finally, Ae CPSU and the 
vanguard of the Soviet sodety, its working 
class, should be constantly reminded of 
lienln’s warnings and admonitions during 
the NEP period. wiA which Gorbachev’s 
reforms have some Umitei similarities, that 
is, “who wuis?” and “who beats whom?” 
in the combat between the socialist and the 
capitalist elements, The present reforms, 
undertaken under certain objective cmnpul- 
sion, are bound to genemteand stiengthtei 
certain capitalistic eletnents in the Sbviet 
econmny in particidar and Ae Soviet sodety 
in genend.. Advanced s^ments of the Soviet 
working dam must be warned and educated 
A devise and pursue ways and means to con¬ 
tain and deiiwt these capitalist daments. 

IV 

According to the CPSU Central Commit¬ 
tee; as we have teen, the crucial question is 
that of reforming the poBtteal lyitem. Wb 
have also noted that the Soviet Communist 
Puty and the government have taken many 
inqwrtaat roeasutetio addeve Aii crucial 
objeotha; that is, meatuns for br o ade nin g, 
deepening and safeguatdinii desnocncy AH 
this is of undoubt^lditorie dgMftauice: 
But all thdr importance notwIAatandinit, 
these measures would on the aAde amount 
to little moK than treating Ae qmiptorat of 


'Ae 

parried by g de^ intdemirt^ bf 
post-revdiiftioiwry cydutiiA 6f Ae Soy^ 
sodety tit ipeeifle a«alme^ and ibwtbo^ 
iflgs and t^ Kittorieal fbott, the mdii 
dUtease of the Soviet todety and polity can¬ 
not be cured. 

The main problem Of ;he Soviet gociety 
and thdr aggmvntion in the fond of Siaiiiutt 
deformationt and distbrtiont ate rooted in 
the ftrilowing two historical inheritances: 

(1) The lealtivdy low kvd of productive 
captdty whkfa, d^te remarkable advancer 
secured during the last six decades ef 
socialist planned development has been 
unable to provide an adequate base for 
developed socialism. 

(ii) The ebcence of a mature; sdf-idiant 
working class, schooled and steded in class 
struggles against the bourgeoisie in real life 
and Aus winning for itsdf the rote of tlw 
vaitguerd in the cmistnictibn and-devdop- 
ment of e sociellst sodety. 

Marx regards devdoped socialism as ‘the 
realm of freedom’ which ‘does not com- 
mcnoe until Ae point it passed when labour 
under cmnpulsion of ttecessity of extemd 
utility is required... socialised man, with 
associated producers, regulate the inter- 
chan^ WiA nature rationally, bring it under 
common control, instead of bdng ruled by 
it as by some blind power... Aey accompliA 
their task with Ae least expraidituie of 
energy and under conditioiu most adequate 
to the human nature and most worthy of 
it’.« 

The present levd of productivity in the 
USSR in the 7ist year after the Bolshevik 
Revolution it still so low that there ate long 
queues before the shops fw boA the 
necessittes and ‘luxuries’. It is indeed fbr car¬ 
rying forward the unflnished tasks of the 
capitalist phase of devdopttKm, namdy, Ae 
creation of an adequate material basis for 
socialitt transformation, Aat the CPSU 
leadership it todqr bdng compdled to offer 
limited scope to capitalittic prodivittet in the 
USSR. 

The significance of the compulsions for 
nuking these concessions u still to be 
recognised squardy, whiA it Aat Ac 
builAng of a fuUfledited sqdaiut sodety in 
the USSR in Ae absence of sociaiist revolu¬ 
tions in At devdoped capitatta countrtes of 
western Europe is not redly possilria** 

Instead of reoognMng theinsurmountaUc 
handicapt Ae CPSU Proglnmme and 
perspe cti ves are att bjued on the premise 
that the USSR had tong ago entered bito 
the phase of developed 'socieWsm. HA 
enoneous premise has a mUlibet of wt6^ 
implicatloiis wtriA we discuto liter.** 

Secondly the ebienoe ftf a mdiuc; 
critteaBy cansAHte and sdf-idiant svorMag 
clast. It is a matter of MstoilV Ad. Ae 
numericalty smell wortring efam eedrsi bf 
Ae BbbbtyA petty was IdptSy dsdme^ 
in Ae ceuee of the revolntionery ttriigm- 

dwiag Ae {Ad site and tlte WMS 
periatolnteiventtcmt. ft fe dwwA itIMnA 
Ad lite UsiOfidiUy avdviid woiftilif ci|ik 


of tbe pceficwlotioiiary Ihttila, unall U it 
wu in vditkMi tO'the oountry’s vast peasant 
maHCS bad got dispetied during the same 
period u factories and work<places had 
closed down on account of severe economic 
d>.tlocation more particularly the shortage 
of Md and raw materials. 

Lenin had ndther any Uludon about the 
real situatioa, nor did he mince words in 
describing it He wrote m 1919 “the Soviets 
which according to their fuogrammes are 
ofgans of adminiatiation by the work^ are 
in ihct organs of administration'for the 
workers by the lading sector of the pro> 
letmiat, not by the working masses".^ 
Later addressing the 10th All-Rus«an 
Conference of the Bolshevik Party he even 
went further to speak of a'"dedaued pro¬ 
letariat” resorting to stealing and profiteer¬ 
ing “that is the main danger jeopaidising the 
existence of the Soviet power"." 

At “the present time”, he said shortly 
afterwards, “the proletarian policy of the 
party is not determined by the character of 
Its membership, but by the enormous un¬ 
divided prestige enjoyed by the small group 
which might be called the Old Guard of the 
Party”." 

Due to factional struggles and Stahn's ter¬ 
roristic methods the Old Guard of the Party 
was destroyed while a new working class was 
created hot house fashion, which was for a 
long time incapable of «x|viring proletarian 
criticsd consciousness. As Isaac Deutscher 
rightly observes: 

IWenty-odd million peasants were shifted to 
the towns during the 1930s *1 heir adaptation 
was ptinful and jerky. For a long time they 
remained uproot villagers, town dwellers 
against their will, desperate; anarchic and 
helpless. They were broken to the habits of 
factory work and kept under control by 
ruthless drill and disdpiine." 

Without a revolutionary schooling, Marx 
and Engels had emphasis^ in the very early 
phase of their elaboration, the revcdutionary 
class does not a.xiuire the capacity to rule 
in the new society. 

Both for the productitm on a mass scde, 
(they said) of thu oommunist roniciousness, 
and for the success of the cause itself, Uw 
aheraation of men on a mass scale is 

necessary, an attemation which can only Mke 

place in the practical movement, a revo/u- 
thir, this Rvdution is necessary, therefore, 
not only because the ruimt class cannot be 
overthrown in nny other way. but also 
because the class averthromint it can only 
in a rewdutlon succeed in ridding hsdf of 
alt the muck of ages and become fitted to 
ftMisd lodciy Aiicw*^ 

Ibday the grahd-diildren or the great 
grund-childmi of the lend-sttf workers of 
the 19J0i have become urbanised and tl^ 

oonitituie the main aocial fbroe in the Soviet 
pdtHc lUifc They already constitute tte dnss- 

ia4tielfi but tl^ haw to develop into the 
dnii'fiM^jlidtf through conscious puUk ac¬ 
tivity fat Maerdng thdr leading role. Their 

ciaeilMMMi M a pmentlal dieOenger for this 
Mfo pitNMae tiw obieedve-social base for 
tito eortb^oidagl nfom pragranURiet ^ 


CPSU teadenWp. The procew will 
whiw its consummation oniy^th the sdb- 
jective maturity of the Soviel worUng dais. 

Under these dicumstanoeB and despite the 
above two historical hanrUcapi, while 
vigorously justifying the Russian 
Bolsheviks’s hittoricnl initiative fin over* 
throwing Uie bourgeois state power and set¬ 
ting up the Soviet state, Lenin in the very 
last piece of his writing CBetter Fewer but 
Better') held that “it is not easy for us, 
however; to keep going until the sodailst 
revolution is victorious in more developed 
countries..”" 

He further held. 

.. at the present tune we are confronted with 
the question—shall we be aMc to hold on 
with our small and very small peasant pro¬ 
duction, and m our pte^ state of rum until 
Wsst-European capitalist countries consum¬ 
mate their developmem towards socialism?’** 
‘We*, said Lemn, “lack enough civilisation 
to enable lu to pass straight on to sodalitm, 
although lye do have the political requisite 
for it".« 

Under the circumstances, he advised a 
slow, cautious advance to socialist transfor¬ 
mation with the willing co-operation of the 
peasantiy and a gradud rise in the cultural 
level of the working class. He actually 
advised: 

'Nt must strive to binid up a state in which 
the workers retam the leadership of the 
peasants, in which they retain the confidence 
of the peasants, and by oocising the greatest 
economy remove every trace of extravagance 
for out social lelauoas.^^ 

Even as late as ^iril 1924, Stalin did not 
equate ‘socialism in one country’ with fully 
develr^ped or complete socialism. He said on 
April 30, 1924: 

But to overthrow the power of the 
bourgeoisie to esteblish the power of the pro¬ 
letariat in one country does not mean the 
complete victory of todalism. The principal 
task of socialism—the otganiiatUm of social 
pioducUon—has suit to be folflUed. Can the 
final victory of socialism be achieved in one 
country without the joint efforts of the pro- 
leunans m several advunced countriee? Na 
A cannot.” 

Indeed as E H Can has underiiiwd. in the 
early stages of inner-party debates in the 
Russian Communist Party; there vns no un- 
bndgeable gulf between the proponents of 
’sodallsm in one country’ and their op¬ 
ponents. He says: 

Theoretically the diflistciHes between the two 
views seem^ almost to diiappear uiwier the 
weight of the atgumem. The suppoiten of 
locutism in one country did not at diis stage 
dare lo preieiht that the buikliiig of socialism 
could be compleiely achieved in a backward 
country; but laid nm on the ptoceu of 
bttikUag. Its oppon^ (Bd not deny that 
some progress could be made; but em- 
idiasised the incondusiw character of the 
vrork and the^bnpossthillty of bringing it to 
completkm.’* 

As foe power strugglea among the lending 
members of foe poUt-buRau of the 
Bdabevik ftrty wem on intaiwiiybig. fon 


portion of Sulbft oppouenis waa more and 
more iBgroatlaed as one of sanendetlttg the 
advanoed revolmionaiy base of the world 
wotking class and Uqiildatiiig foe levohttion, 
while Stalin’s own portion gradually 
matured into one of steady advance into 
sodallsm. In November 1936, that is, in the 
middle of the second five year plan, Stalin 
daimed in hia report on The Draft Constitu¬ 
tion’ of foe USSR that “Our Soviet sodety 
has already in the main succeeded in achim^ 
ittg socialism: it has created a Sodalist 
system, i ^ it has brou^ about what Marx- 
isu in ofoer words ciA the Hrst. or lower, 
phase of Communism. Hence, in the main, 
we have already achieved foe first phase of 
Communiam... for the USSR Sodallsm it 
something already achieved and won.”” 

Wlule he criticised Stalin’s cult of per¬ 
sonality’ and tome of hit theoretical posi¬ 
tions, N S Khrushchov however adhered to 
his perspective of advandng into com¬ 
munism. In his retort to foe 22nd Congress 
of the CPSU; Khrushchov said: 

The chief feature deternumg the activities of 
our party rince the IWentieth Congreu has 
been the effort to carry out the baste tasks 
of the period of fUil-tcale conununiit 
construction.." 

IM: are drawing nearer and nearer to our 
great goal, and can now see distinctly foe 
bfl^t peak on which the Soviet people 
will in the nror future plant the banner 
of communism (Stormy oppUnat.'^'' 

It should be remembered that all this talk 
of devekmment of socialism and advance to 
communism was bdng indulged in maiidy 
on the bads of certain achievements in terms 
of material advance; which even was proved 
later to be somewhat exaggerated, while foe 
other dimension, the sidritual, vns laigdy 
ignored. IIk proletariat, Marx had, em¬ 
phasised, “ndeds its courage; its sel^ 
confldemre and hs sense of independence 
even more than its bread”.” 

Communism. Marx visualised, "is foe 
compleie return of man to himsdf at a socief 
(i e; human) being—a return become con¬ 
scious, and accomplithed within the entire 
wealth of previous development".” 

It it no longer a secret that during Stalin'a 
time; far from having self-confidence and 
sense of independence and complete retunt 
to himself by ending alienation, the workgsr 
in foe USSR remained iargdy the object Of 
management in the hands of the state and 
party bureauaaey: Khrushchov was at bmt 
trying to rectify the situatioii only 
muginally. Hence; foe talk of advancing to 
foe phase of fuUseale communism was en¬ 
tirely untenable. 

Nb many theomiical-piriitieal 
and varioos crimes apaif, StafuTs cadre cbm 
ception of proleiariao revolution and 
socialist reoonstnictioa was vitiated by 
outlook of social en gfa ecfiog m a n aged ftom 
foe lop. For instance; he sidd in 1920: 
Three years ago; a handfol of BoMwett; 
membenof foe Fttrognd Soviet awt and 
decided to sunound Kerensky^ paiaes; tafes 
prisoner Us already deinoeriised troops,-wd 
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vimodte to the Seemd CdngM 
Sovieu.." 

Shortly afterwatd iathe woie tpeedi. he 
repeiU "Vft, this until group d^osed the 
npteicntatives of the bourge^e and 
tnnifend power to the Second Congicu” ** 
The iti^ing twiy fimn t really Marxist 
undemanding, revealed in t^ above 
passages will be tnuuparent from a com¬ 
parison with Lenin’s understanding and 
exposition of the same process phenomenon. 
In Rbruaiy 1917, he s^ “the Russian pro¬ 
letariat, jointly with part of the peasanuy.;. 
and also with the bouigeoisiei overthrew 
monaidiy. On April 21,1917, the proletariat 
overthrew the absolute rule of the imperialist 
boutgeoisie and shifted power into the hands 
of die petty bourgeois advocates of com¬ 
promise with the bourgeoisie: On July 3, the 
urban proletariat gave the compromisers’ 
government a severe shock by its spon¬ 
taneous demonstration. On October 23, it 
overthrew that governmoit and established 
the dictatonhip of the proletariat and the 
poor peatantr/’*^ 

Stalin's conception of politics mere as an 
organisational- t^ieiationd feat is clear from 
his boast about the Bolshevik Party as "A 
patty which without fimr of confusion in its 
ranks is able at a wave of the hand of the 
Central Comminee to re-form its ranks and 
piaich against the enemyl’*^ 

Real progress in democratising and 
humanising the Soviet society demands not 
merdy the correction of the most glaring 
distortions and deformations associated 
with the totalled cult of Stalin’s personality, 
but also a Mery thotoutfi-gcMng ie«(aminatk>n 
of the entire (wocess of sodci-pditical evolu¬ 
tion in the Stalin and post-Stalln periods 
with a view to identifying their still conti¬ 
nuing features in the Soviet life. 

Instead of undertaking this task, 
Oorbachev is still mdulging in unjustifted 
glorification of Stalin’s historical role 
While Marx had begun his radical intellec¬ 
tual carter with the "categoricai impemtive 
10 cvertHrow all relations in which man is 
a ddmsed, ensalved. forsaken, despicable 
being”^ StgHn bad not only reduced the 
entire Soviet population into terror-stricken 
prisoners, he hiui even literally dotted the 
country with 'Gulag archipeiagtf bi which 
honest revolutionaries were treated worse 
than the daves of the antiquity! 

This is no occasion for a ^tailed critique 
of Sudin's infamous policies and practice, 
nor is there adequate scope for it. But it is 
essential for the succew of perestredka and 
glasnost that the irresolution, ambivalance 
and superficialities in die Oorbachev leadre- 
tM|fs treatment of the Stalin question 
shoukfbe dearly noted to dear the road for 
soriaHmfs advance into a teaBy new dviHsa- 
tion. The following section makes alimited 
attempt in that direction. 


First, Gorbachev is very mild in critids- 
Iflg the asgadve fsatuies of Stalin's historical 
He accuses Stalin for introdudng a 
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<‘iysttm of adinfad8tiathfW«ominaad in parQ^ 
arid government leadership'*** whereas 
what had really emerged was a terroristic 
^cutorthip of (»e asan. He speaks of 'h 
de|»rture from Lenin's poUcy towards tile 
peasantry",** whereu Stalin had redly 
reversed L^n's pdicia and flouted his 
directives in this fidd, which had led to the 
dedmation of huge masses of the peasan¬ 
try and thdr farm animals. 

Quite symptomatic of dorbachev's treat¬ 
ment of Stalin’s crimes is the statement that 
in the latta'’s regime "Many thousands of 
people inside and outside the parre were sub¬ 
ject^ to wholesale repression”.*'' The fact 
of the matter is that the number involved has 
to be reckoiibd. not in thousands, but in hun¬ 
dreds of thousands. 

More importantly. Gorbachev’s overali 
characterisation of Stalin’s role and leader¬ 
ship is highly positive. He says: 

In short, the party’s leading nucleus headed 
by Stalin had safeguarded Leninism in an 
H^logical struggle: 

From what we have discussed above, it 
should be dear that if Stalin had really saved 
Leninism, it was only to kill its real spirit! 
Marxists who admire Stalin’s "historic con¬ 
tributions to building socialism in one coun¬ 
try" ate guilty of taking an abstraa and 
metaphysical view of sodal evolution— 
shorn of the conrete spedfidties of real life. 
While the safeguarding of the first base of 
working class rule in the USSR is of un¬ 
doubted historic significance; the manner in 
which Stalin had actually proceeded to do 
this violated the essential spirit of Marxist 
and directly repudiated Lemin's guidelines 
about the process of building sodalism in 
Russia. Stalin's legacy, which has to be 
remoulded through perestroika and glasnost, 
has been quite cortvetiy formulated as 
below: 

The revolution “does not develop beyond the 
replacement of political power of the 
bourgeoisie by the power of political 
bureaucracy and of private propaty by slate 
ownership of the means of production”; 
The leading force of the revolution and the 
back-bone of the'post-revolution society is 
a monoUtMc, strictly disciplined, strictly 
hierarchical party ytKsii has a monopoly of 
all economic and pditical power and reduces 
all other social organisations to its mere 
tnuismsiions. 

The society is construed as a collectivisi 
welfitre sotiety in which most forms of 
economic and political alienation would 
survive** 

Ail this otticism of Stalin docs not neoaiarl- 
ly mean an indirect support to Dotsky or any 
of Stalin’s opponents amatg the Lento'i col¬ 
leagues who survived Lenin. One can agree 
whde^ieartedly with Lukaceon this question 
when he says: 

It goca without saying that til those in the 
thirties and later, were uninstly peneemed, 
condemned or murdered by Iftalln must be 
abeoived aO charges invoried totinit them 
(eeptonage; Rotate etc). But this docs not 
im^ that their poUticti anon... abo be the 
subi^ of 'triiabllitation'...** 

He then goes on to say: 


What we regard todtiy ip despot MkI 
undemoeiatic in the Siitiin period bas'qute 
dose strategic connectioni witli thh ftia- 
damcnlal idewof‘Sntslqs A eodalist locsity 
under Ttouky vroiild hare bain at feast, as 
undemocmtic is that of StaHn...^-' 

Indeed, the whole prooesk of the evolu¬ 
tion of post-Lenin Ri^a was conditioned 
by the absence of even a single leader in the 
Bolshevik I’tat]^ around whom the ranks 
could tally for the very difficult journey 
towards sodalism. As Charles Bettdheim 
rightly says: "... this is important for 
understanding what was to happen after 
Lenin’s deatimhat during the deddve period 
between Hdrtuary 1917 and June 1918 no 
group of leaders ^rpeared in the central 
committee who firmly and consistently 
upheld the same views as Lenin—at best 
some of them rallied more easily or more 
quickly than others to his views”. 

The character sketches given by Lenin in 
his so-called ‘Testament’ fully confirms Bet- 
lelheim’s estimate of ’Old Bolsheviks’! 

The main point sought to be made here 
is that if perestroika is to succeed fully in 
achiering its prodaimed goal of restructur¬ 
ing, then glasnost has to be pursued to ib 
logical end. In other words, if the 'sodai 
revolution’ invoked by Gorbachev in his 
Khabarovsk speech in 1986 is to be really 
consummated, then the Stalin question has 
to be dealt with without any inhibition. This, 
the Gorbachev leaderriiip is yet to do. 

The point is to understand the past 
critically and seif- critjcally, for shaping the 
future. 

All evidence combines to suggest that 
r^enerative forces inside the USSR, both 
objective and subjective, in the form of a 
laig<^ urbanised, educated (dvilised in 
Lenin’s idiom) and increasintfy assertive 
working class on the one side and a tremen¬ 
dous amount of critied assessment of the 
post-revolutionary evolution of the Soviet 
sodety on the otlwr, are acting and reacting 
on one another. The real task of perestroika 
is to articulate and guide the impulses grow¬ 
ing within the Soviet sodety. Gmrbachev and 
his comrades hare undert^n this historic 
tad: to push it much further than they have 
done so for. 

VI 

In dd)onting the long-term perspective 
of perestroika, Qorbadiev has formulated 
a number of questions for determining the 
direction and parameters of the new tiirust 
of policy in the international whidh 
des^ a critical lode. The issues Ibmulated 
by him relate to: 

(I) A reexamination of the natnre pS 
imperialism; 

Ui) The inter-relation between ciqtitaliam 
and mUharism today; 

(iii) The intcr-rdation between oqillalism 
and nao-cotenlalism; 

(iv) The pbaribility of corexfateace of in^ 
teUedual ind moral vsduca of cagiiabBi 
and socialist worlds.** 

Bellowing Gorbachev’s giddsBass afol.. 


EeoBoink! and BbII^ 



bioadiil^ Soviet iu»dcn^ 

hove chuni^ CHit many ideas 
md onodntioni, some of whidi at least to 
the pMieMwrtta seem ((wte untenable. 
inataiiee; ncQDiding to a report on a high 

conference of the ao-caUed 'New Tlunldng', 
f There are ouite a few difrcrences among 
seholan as to the bounds and the sphere of 
application of the new thinking. Some of 
them think that it should be extended to the 
theory of dass struggle and the choice of 
ways of soda! renovation of the world by 
looking for realistic and compromise form 
of progress. Others on the contrary believe 
that the new tMoking should be related solely 
to the problems of war and peace and its 
spreading to other spheres as inadmissible; 
we must not be spdibound with the nuciear 
danger... 

[Another scholar said]... the gap between 
class idations inside a state and mlations 
among states is becoming increasingly nar¬ 
rower; since today any local conflict may 
grow into a regional and even a global one: 
The nuclestr age calls for utter caution in 
choosing forms of struggle and makes the 
revolutionary forces devise and practise 
civilised and compromised forms of 
struggles.^* 

The proponent of this last-mentioned 
point of view, of course, holds that “This 
does not at d! mean any departure from the 
revolutionary traditions of Marxism: itt 
founders invariably pointed to the depen¬ 
dence of such forms on the objective situa¬ 
tion which has now undergone dramatic 
changes*’.” 

It will be seen that these exponents of 
‘New Thinking’ have certainly introduced 
many new elements and digits of Judgment 
which ait certai^y new to Marxism! More 
importantly, they are not really maverick in- 
tdlectuals; they are really echoing Mikhail 
Gorbachev’s viewpoint, as may be seen from 
the following excerpts of his speech at the 
recently concluded 19th All-Union Con¬ 
ference of the CPSU. He said: 

— an analysis of the already existing realities 
justifies the assumption that if it proves 
possible to consolidate and build upon these 
realities, the world at the turn of the cen¬ 
tury will be shaped try the following trends: 
a gradual demilHarisaixm and humanisation 
of internatiana! relations, with reason, 

^ knowledge, and moral principles, rather 
than idfM ambitions and prejudices,... 

— a universal system of international security 
win take sha^ primarily through enhancing 
the role of the United Natiotu: the colossal 
growth of the scientific and uchnoiogi^ 

pmential Mil lie employed in a more civilis¬ 
ed manner fm the joint solution of global 
problems... for the benefit of mankind m 
a wholei...” 

OortMchev thni adds: “Are there any il- 
luik»s ha«T Have the imperialiia aouiocs 
of aggnuioa Mid war vanished? No. Wido 
not fintat dboiit the tiuent to peace fimn iro- 
pcrialist miHiariim ami consider that there 
areirepMMtMitiyettliattbepodtivepro- 
cessaat^t have beware irreversible. The 
MW admrei chinki^ in Ihct. enablm itt to 
SM naid 'dm i^pportunities for oppoe- 
imnpw^of stnn^ OB a broader poUiicat 


bssu than tn the past. These tvportunities 
^ also reinforced hy new object firetm 
w»t have risen in the latter half of out 
country.’” 

None Witt of coutu isuukI with 
Gorbachev on the <tuestion of new oppor¬ 
tunities. In fact. Gorbachev's sdf-ccitical 
review of the Soviet viewpoints and practice 
in relation to intenwtional affairs arid broad 
struggles for peace in )the recent past which 
tended to overiook the new opportunities is 
really a vindication of tlie criticisms voiced 
by large numbers of independent Marxists 
and peace activists the world over. 

But Gorbachev far exceeds the bounds of 
both the realistic appreciation of the world 
situation today and in the comin| years as 
well as the basic Marxist principles when he 
says: 

we have sought a deeper understanding of 
the interrelationship between wmking class 
interests and those of humanity as a whole; 
an idea built into Marxism from-the outset. 
This has led os to the conciuston that com¬ 
mon human values have a priority in our age, 
this being the core of the new political 
thinking. 

The new politkai thinking has enabled us to 
appreciate more fully how vitally important 
to contemporary international rdations are 
the moral values that have over the centuries 
been evolved by nations, and generalised and 
spelt out by humanity’s great minds.” 

The way Gorbachev and his co-thinkers 
counterpose human interests to the working 
class interests is an exercise in metaphysical 
abstractions, because there cannot be any 
real contradiction between the two. "The 
proletarian movement]’ says Communist 
Manifesto, is nothing but “the self- 
conscious, independent movemmt of the im¬ 
mense majority, in the interest of the im¬ 
mense raitjority’'.” The idtimctie aim of this 
movTment is to emancipate humanity by en¬ 
ding the present alimiation to eiuure “The 
full development of human mastery over the 
forces of nature, those of so-called nature 
as well as humanity’s own nature^’ and “Hie 
absolute working out of his creative poten- 
tialitim, with no pre-supposition other than 
the previous historic devetopmenl, which 
makes die toutity of development, i c; the 
devetopment of human powers as such the 
end in itsdf... Strives not to remain some¬ 
thing he has become; but is in the absolute 
movement of becoming".*'’ 

This being the bade thrust of proletarian 
ctoss struggle, there can be no conflict bet¬ 
ween the interestt of the proletariat and 
humanity u a whole. 

Gorbachev’s reference to moral values 
evolved over the centuriesby nations is also 
an idealistic exercise not sustained, by the 
realfty. There are no doubt certain broad 
priqitiidlai of human morality which have 
evolved throi^ the mille^iiiB of human 
stiivinp for fieedom. But they are limited 
and n^iated by the odstence of ctam divi- 
lioM. As a Soviet philosopher wrote some 
yean ago: 

Writings and diicuisiom on ethics have in 
recent yeare devoted a good deal of atten- 


TMitiral' WwWy 


Deceniwr M*31. IMS 


tion to the rules of maakind's sodii httte- 
vloui; which date bade nrariycmtuiiei. these . 
Tuleihmeoomctobecallednantisotmcaah- 
ty spedfic to all mankind. TWs ts inie In the 
sense that any human community vtandsia 
need of such rates, fint and foremon of rates 
piccln^ng any excesses in the relations 
between individuais (such as mutder and. 
physical vioience, gangsterism, sdzure of 
other people’s property and the Uke) and 
demanding the pitsen«tion of social notms 
and good nei||ibouriy relations in daily ttfo 
Among these, for instance; are such demands 
presented to asaodatton among m«i aa 
tndhfidnete and honesty; keeping omte word, 
the accepted rules of decorum... which do 
not alwi^ txttom moral significance In the 
pn^ier sense of the term. All these long ac¬ 
cepted roles have historically opcnied usual¬ 
ly only within the fremework of a definite 
community (dan, tribe; social group or 
class), but even here many distinctions have 
been preserved by various peoples In the con¬ 
crete content and sphere of the application 
of such rules—distinctions which bear the 
impriflt of class, sodal group, proibssioo and 
Csmily, tribal or national tradition. Such rufai 
have in large measure Idst their siguficanoe 
outside of a given community, ‘niut, what 
was forbidden within the tribe was perailssi- 
ble towards stiangcrs; what was suited to the 
masters did not extend towards slaves; a 001 ^ 
red observance of the rules of bdiaviour 
witoin onc^s ‘own’ circle went hand in haad 
with disregard of those rules outside the dr- 
ck and so on... 

class society cannot be the venue of nonual . 
sodal hfa.. under the domination of relations 
of private dwnership and of IndlvidualistiG, . 
racial and nationalist traditioos. the most 
dementary rules of community life are coo- 
suntly bdiig infiringad and dlsttoicd, so that 
thdr observance has to be enfoicM. The 
struggle for thdr recognition and impteniCD- 
tation, both in relation to individuals imd in 
those between nations, is bound up with tto 
grovrth and oonsdidation of foices of socia¬ 
lism and democracy, in picseiit-day sodety*' 

Thie; the emergence of the United Nathms 
and its recognition of certain ptindples are 
some siMipostt of progiesa. But in the 
absence of adequate strength for their en¬ 
forcement, the UN principles of naiioulor 
radai equality as wdl as human rights still 
remdn iargdy as itious dedaiMions. 

1b the extent, the Soviet foreign potior wUt 
piay down the role of class stntggte in tiie 
national arena within the capitalist countries, 
and between nMions-in the sphtop of inters 
imtionai rdations, to the same extm tiw 
struggles for thdr eiiforceinent win be. 
wufcened. 

Further, with the tremendous giowtii in ' 
the power of a couple of hundmd top 
over the economy and politics of the 
devehye d and developing countriee, ^the' 
talk of aiww international eoohomie'er^ 
for a rstionai sharing of the hlfiitin$i of 
sdence and technology and of the tnlDeo- 
dous growth of the productive capa^ of 
the world economy as a whole wffi famain 
Ml idle dream. 

BasfcaUy, the new thinking of the So^ 
leadership in rdatioo to the cotteaipoiary 
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''WikifenlMl M^BMlkNI of the MBMOifC utf 
twU^cal MteiUi of eapiulitin ledag^ thu 
kt on a conctpondbig uademtknation of 
tbe depth of the crisis of the capitalist 
system. Then is no scope for a thorough 
discussion qf the subject hem But briefly 
stated, capitalism has today entered into a 
phase of, unprecedented ojsis in which: 

(i) it can carry on only by diverting a 
growin^y large part of its productive 
resources into sot^y iirdevant duuinds 
like weqrons and q>aoe voyage whkdi’ itsdf 
is linked up with military objectives; 

0i) Mkr^ectionks a^ robodsadon are 
incrnuin^ leading to dw closure of basic 
industries Uk% coal and steel and hold the 
proipeet of rendering millions of the work¬ 
ing people in tbe developed countries 
unemployed: 

(id) Ail this is leading to tiemendous 
growth of poverty and inuniserisatUm—the 
socaBed L^-Amerkanisation—in the rich 
and super-rich countries; and 
flv) Plnally, disturbance of ecological 
balance and pollution of air, soil and water 
on vast scales ate threatening the human and 
animal species whh estinction. 

The present world siuiatimi can be summ¬ 
ed up in the following word: 

Wk are on the threshold of a new period of 
world history. The world today has become 
much more integiated than ever before The 
organic crisis of the capitalist world has 
engulfed tbe whole world directly and in¬ 
directly and reached an acutely hdahtened 
stage; it has posed before humanity as 
immediate ahernatlwes—either worldwide 
tianscendence of capitalist social rdatioiu, 
or inconceivable degiadation of vast masses 
of the workins peopla both in the developed 
and under-develop^ parts, and even a t^ 
deswuction of the human species through a 
nuclear hotocaust. 

Otowing segments of population in the 
developed capitalist countries—embtapiiig 
intelligentsia, religious dtdes and liberal- 
humanist dements—have for aomc decades 
been gropiiig for an alternative sodal- 
poUtical structure to replace the present, 
decadent capifelist system. Snee the only 
possible alternative system—that is, socia¬ 
lism—was so long identified and equated 
with the StaUnist deformations and distor¬ 
tions, these' Mginenta of population woe 
bafflml in their quests. Now with the ad¬ 
vance of perestroika and glasnost in the 
USSR, this hurdle to a global advance is 
being gradually removed, It is now both 
possible .and necessary to pose the alter¬ 
native of socialism whh confidmee and 
credibility. 

TMs of couTK docs not at all mean a call 
for rash or crude conftontatiod. This only 
means that instead of dcHiddag the issue of 
daas struggle ftom the questions of socio- 
poUtieai leasHsaisntloo in the oqihalist 
countiies and from the questions of intm- 
natioiial rdations between thesodattet and 
. aqrhaUst countries, the class conStontatlon 
bta to'be intensified—4nit skilfliDy, flcalbly 
and appropriatdy.** 


' vii., • 

'Ws mentioned earlier about tbe CPSU's 
,^pieii^ ihat the USSR had long ago entered 
into the pham of devd^wd We 

also hinted that Ait premite had nuuv. 
wnmg implications. We will now try to deal 
with some of the basic questions aamdated 
wiA this premise. 

We need not go into an in-depth analysis 
of the premise itsdf; suffice it to mention 
here that the basic ciileiion dhout the <fag/«e 
and the stage oC devsdopment of socialism, 
according to Marx, as we have dted earlier, 
is the de^ of feeedoro frma labour under 
oompuldon of kgrternal udlhy* andthe cor- 
reqionding swailaMlity of fiee time for total 
deveiopnient of human potenthdhies. What 
we mtempt bdow is to examine some of tbe 
corollaries drawn ftom the CPSU's pionise 
of 'devdoped socialism’ and thdr impli¬ 
cations. 

According to theCPSU. the Soviet society 
having reached a stage of developed soda- 
lism, antagonistic dass ccmtradictions have 
been diminated, and vdA it also Ac need 
for tbe dictatonhip of the pndetariat. The 
Soviet sute is now a ‘people’s state’ and a 
'state of the whole peopld. Tbe party’s con¬ 
ception of a perqdds state is related wiA the 
need for drawing people into bdf-regulation 
and sdf-government’ on the one hand and 
drastic pruning of Ae bufeaucratic ap¬ 
paratus on Ae other.** This is absolutely 
correct and is most welcome: 

But the other concept about the state of 
the whole people has some questionable im¬ 
plications. As Ooibachev puts it: 

Tbe Soviet state was born as a tool of Ae 
dictatonhip of the proletariat and, at a later 
stage of social devdcqiment, evolved into a 
state of the whole people., —to set a 
imooAly operating mechimism to motion to 
democratically Identify and shape the to- 
teietts and the will of all classes and social 
groups, to bring them into harmony and to 
realise them within the ftamework of Soviet 
domestic and foreign paliqr.»** 

The r^ection of the leaAng role of the 
working class while giving scope; as quoted 
above; for articulation of didiiictive class 
and group interetts is fem^t WiA dangers, 
more paiticulaily now to Ae context of wide 
(Vportunities now granted far individual 
gains and consequent growA of sodal Af- 
fetentiation. The ecotomtlon of scientific 
and technological advance w A also tend to 
widen the gap between mental and nuuual, 
skilled and undtiUed labour. 

While these devdopments may be 
jusiifleble to terms rrfeeoiwmic and tedmo- 
logieal needi, their tock> 9 olitlcd inqAca- 
tiotts need A be borne to nMad. 

The CPSU seeme A be vaguely mmie of 
the pAbhm; AUt is why B propoim • special 
role for itsdf. But it defines ttsdfto no elais 
terms but Just at an todepsndent Add fotch 
dtawtog its wisdom and tosight from 
Marxism-Leniniim, What it means tMi 
slated by Ooibadiev to the foDovring weeds: 
We must AiUy revive the Lsnhdst eonospi irf 


. the as' iM' Ow 


guided by teid^ to 

tite theontiedflidMiMiDh of AaaM 
i8suesoftliecoiiaitybdcvdopiMnt,foiinu- 
lates ideoh^y of poaitidka, end there¬ 
through onanlsationd work amemg the 
masies, inspiring end eocouragtog them— 
imparts the eonect. sodaliat direction A the 
advance of our multinatioad socidy** 
Gorbadiev is guilty of at toast three errors 


here. 

First, he fails to distinguish between the 
two functions of the dktatwibip of Ae pro¬ 
letariat, namely, hegemonistic end domiha- 
ting, A use Ommsdan idioms. It is possi¬ 
ble that after the totd elimination of ex- 


pkxting dasses of the oM eocietx the Araati 

of socialist cuituie for at last hdf a cen¬ 
tury and many other accompanying changes, 
them are no antagonistic dass contradictions 
in the USSR and hence, there is no need for 
domtoating or rAiessive functions of Ae 
dictatorship of the proletariat in Ae USSR 
any longer. But thk does not necessarily 
mean that there U a homogendty at Ae levd 
of socid consciousni^ among afl sections 
of the Soviet petAtoJheRby doing awry wiA 
qeed for even hegemonistic or toading func¬ 
tions of the proletariat. 


Secondly, as mentioned earlier, with the 
new NEP type opportunities opening up for 
wider social diiTerentiation and the likely 
growth of capitalistic proclivities as a result, 
as also the widening gap between the highly 
skilled work at the higher levels of techno¬ 
logy and the mainly manual labour at the 
base of the economy, the consdous and alert 
leadership of the industrial workers in the 
old classical sense, with thdr existential col¬ 
lectivist consdousness has become a much 
greater necessity today. 

Thirdly, the coKept of a communist party 
without an organic bond with the working 
class, but blessed wiA wisdom from its 
masteiy of the Maixist-Lentoist Bible is Hsdf 
totally un-Mandst. Moreover, contrary to 
"the Leninist coneqM of Ae party as the 
vanguard of society", invoked by Mikhail 
Gorbachev, lento has invariably chaiacttiif- 
ed the communist pivty u vanguard 
of the working dass”.** Hw coooept of the 
communist party u the vanguard of society 
wiAout tile mediation of tlte working ctoss 
is not only an absurdity but also contains 
all the genns of StaUnist defoaMUtons, 
distoitkmi and posiibilitict of aiithoritaiton 
devitoioAl 

AMhoitah abounAita to critical mOectioA 
on various aspects of devdopBwntt to the 
USSR and Ae a*SU, it Aoold osed no 
mention that.the pnsent writer’s main ob- 
jectiva is tor ftom dstogntion of elthar tile 
Soviet state or the party. Tbe p res e nt writer 
has no hestonidn to recognising the gtoat 
roto Ustotfealy ptaged by the Soriet Ihrioii. 
Apert ftom ciwAng for the lint time n 
stsMe and devstopUt sodaUit sttoto^ at 

trsmendoA C(MB of tocriBw and snlMBK 
savtog toimantty ftota Aegratost tiobn of 
the Naai-tosdsI sObhuntion. egi^‘«t. 


Boonomie mto FoHtical WwUy . 
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' people, 

tneeklnl the hudear monopoly of the US 
mtttary4ii^rial complex and th^ sav¬ 
ing the iMtM fnm impeiialist blackmail, the 

USSR, led by the party founded and nur¬ 
tured iidtUdly by VI Lenin, has always been 
a powerful factor in radicalising the world 

politics, preserving peace and fneedom of the 
peoples in different corners of the world, 
shortcomings in its policies and practices 
notwithstanding. 

In the contemporary world, threatened by 
the growing powers of a handful of mighty 
TNCs, which because of their great stakes 
in weapon and nuclear industries ate con¬ 
stantly tending to push the world towards 
a nuclear holocaust, the USSR with its 
public ownership of the basic means of 
social production provides the anti-thesis for 
supers^ing the present world order. 

The criticisms made in the foregoing 
pages are solely intended as some modest 
contributions to the heroic efforts for 
strengthening the revolutionary role of the 
USSR and the CPSU. 
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Nature of Women’s Mobilisation in 

India 


An Exploratory Essay 

MwUiu Kisliwar 


U is premature to talk of rural women's movements in India today. This paper examines various rural 
movements-^the factors that have facilitated the participation of women, the extent and quality qf their par¬ 
ticipation, and tfK limits to their involvement. Some lessons are drawn from this experience, on the basis of which 
the author suggests how it may be posable to build rural women's movements. 


SINCE the early seventies, there has been 
a new u|uurge in the mobilisation of rural 
women as participants in various move¬ 
ments. They are being mobilised in iaige 
numbers, and participating in more militant 
actions within a wide variety of rural 
movements as well as around a wider varimy 
of issues. These mobilisations have often 
been described as rural women’s ittovements. 
However, in my view, these sporadic mobi- 
liutions of rural women within various 
huger movements do not amount to evidence 
of the existence of rural women’s 
movements. 

At a minimum, rural women may be said 
to be mobilised when they begin parti¬ 
cipating in social action outside the family 
even sporadically, and with some, even slight, 
intensity. However, for any group’s mobilisa¬ 
tion to acquire the character of a movement, 
certain minimum pre-conditions must be 
met, of which the following would seem to 
be most important. 

1) A perception by the group not only of 
■ the injustices faced in common, but also 
of a commonality of interests, and the 
ability to organise them into a set of com¬ 
mon issues intended to be resolved by col¬ 
lective action. 

2} An ability of the group to act as a co¬ 
ordinated constituency, asserting its com- 
trined strength toward the fulfilment of 
its alms. 

3) An ability of the group to independently 
sustain its own oiganisation and to strug¬ 
gle over an appreciable period of time 
with the intention of achi^ng a satisfac¬ 
tory settlement of its demands. 

If these criteria are accepted, it is 
premature to talk of rural women’s 
movements in India today. In this paper, I 
will try to examine the nature of women’s 
mobilisation within various rural move¬ 
ments—the factors that have facilitated the 
particqmtion of women, the extent and 
quality of their participation, and wl^ it 
stop* at the points that it does. My attempt 
is not to bdittle the imporunce of existing 
, efforts to mobilise rural women but to learn 
from there how it may be possiMe to move 
on to a further stage towai^ buading rural 
women’s movements. 

Whatever systematic infonnadon we have 
on the mobilisation of nual women is mostly 
confined to reports of movements that are 
coipposed primarily of moi. These move¬ 


ments can be categorised under the follow¬ 
ing heads; 

1) The struggle of poor, marginal peasants 
and landless labourers, most of whom are 
usually Dalits, against social and 
economic oppression. 

2) The struggle of village communities, 
many of them tribals, to defend their 
traditional rights over land and other 
natural resources against exploiting 
outsiders. 

3) The struggle of rural artisans and rural 
labourers in small industries for better 
wages. 

In recent years, activist types of develop¬ 
ment agencies have also mobilised women 
in these categories in certain small localities. 
However, the more large-scale mobilisations 
of the rural population consist primarily of 
the following: 

1) Traditional political parties using local 
rural leaaers within each of the rural 
strata (especially those from the domi¬ 
nant middle peasant castes) as inter¬ 
mediaries and these rural group leaders 
exchanging their vote blocks for personal 
and group influence and patronage. Con¬ 
gress, Telugu Desam, Lok Dal, are only 
a few examples of such parties. 

2) Mobilisation around ethnic, religious, 
language, caste and other identity ques¬ 
tions, such as the Akali Dal, the DMK 
and AlADMK, and Jharkhand Mukti 
Morcha. 

3) The new peasant movements such as 
those led by Shetkari Sanghatana and the 
Bharatiya Kisan Union. 

Participation of Women Encouraged 
DURING CRISES 

A necessary pre-condition for women’s 
mobilisation is the general and usually prior 
mobilisation of the men in the rural com¬ 
munity. Movement leaders have seldom, 
almost never begun by mobilising wcrnien as 
an integral part of their rund (Hganisations. 
In almost idl cases, their organ&ng efforts 
have initially focu^ primarily on men— 
whether the organisatiplt is of the peasan¬ 
try or of the landless poor. However, as soon 
as the oiganisation undertakes mass actions 
and gets into a state of gonfiron^on forget- 
tii 4 its demands met, women often come out 
spontaneously to told sunwlt .to the move¬ 
ment, eqieci^ly at moments of crisis. 


This is true, to give just a few examples, 
of the movemept of tribals and landless poor 
in Shahada, Maharashtra, of the struggle of 
landless Field labour led by the Chhatra Yiiva 
Sangharsh Vahini in Bodhgaya, Bihar, the 
CPI(ML)-led struggles of the landless poor 
and poor peasantry in Andhra Pradesh and 
Bihar, and the mobilisation of landed pea¬ 
sant women b)' the Shetkari Sanghatana, the 
Bharatiya Kisan Union and the Akali Dal. 

Shared Joshi admits that when he started 
building the Shetkari Sanghatana, he did not 
think of drawing women into the organisa¬ 
tion. However, from very early on, women 
would spontaneously come out in large 
numbers for mass actions such as rasta 
rokos. It was through this experience that 
the leadership slowly became aware of the 
potential that women represented. 

The same pattern was visible (juring the 
Bharatiya Kisan Union agitation in UP.- 
Women are reported to have been present in 
significant numbers during the month-long 
gherao of the Meerut commissioner’s office, 
and seem to have helped keep the agitation 
peaceful and orderly during a very trying 
period. This despite the fact that the BKU 
has not so far evolved any special pro¬ 
gramme for women. 

Even though women tend spontaneously 
to join rural movements during phases of 
miliunt action, it has been found that in 
most cases, the leadership begin to make a 
special appeal to women to join when the 
movement is faring a crisis like government 
and priice reftfession or a backlash frcrni op¬ 
pressive forces. At such times, the leaders c^ 
on women more easily because the ^com¬ 
munity 1 $ compelled to suspend the normal 
rules of behaviour in order to cope with the 
emergency and the men become more willing 
to encourage women’s participatitm. At sudi 
times of crisis, women too tend to perceive 
their participation as a duty to the family 
and the community. 

For example. In the Akali-led landed pea¬ 
sant movement in Funjid^ rural women’s 
participation was diamaticrily enhanoed 
during the Emergency and later, during the 
eighties—the two periods when severe reprea- 
ston hat been unleashed. The Akrii Dal, 
then led by Longowal, had laiinclied a pro¬ 
test movement wherein on every singte day 
of the EmergeiK^, jathas or teams of 
volunteers wouM startout ftom the Grildea 
Ibmple and other Ounatweres in Pupii^ 






raise sloifUU against the Emergenc^'and 
court arrest. Sowly, the numbers grew from 
50, IOC, 200, 1000. The team would recite 
a prayer and take a pledge not to turn back 
until the Emergency was lifted—regardless 
of what kind of government repression they 
mi^t luve to face. As the repression inten¬ 
sified and volunteers were beaten, arrested, 
and sometimes tortured, women began to 
come out in larger numbers in response to 
l.ongowai’s call for their help. 

I interviewed several women, including 
some jathedarnis (women team leaders) 
from Punjab villages, who had taken part 
in the struggle. These women had not only 
organised supplies of food and clothing for 
volunteers but had done oropaganda work, 
moving from village to village, and had led 
women's teams to court arrest as well as par¬ 
ticipated in the later rasta roko agitations of 
the early eighties. Many of them had been 
jailed more than once. 

Ill all their accounts, what came through 
clearly was their fervent dedication to the 
cause identified with their community and 
its leaders—even though the movement had 
nothing to offer women as women. 1'he 
repression unleashed on the men of their 
families and community was a more impor¬ 
tant causal factor for their participation 
than any of the political demands. .They 
repeatedly said they had joined the move¬ 
ment to do sewa or service, to give rather 
than to lake. Fur example, Bibi Beam Kaur, 
aged 62, from a village in district Sangrur, 
described her initial motivation in this way; 
“On the first day of the anti-Emergency 
movement, five Singhs courted arrest. After 
that, I dedicated myself 'o Sant Longowal. 

1 said: ‘You take whatever xewa you want 
from me*. ” 

Another woman in her forties recited a 
poem she had composed when l.ongowal 
advised her to go home to her children, 
saying he would summon her when she was 
needed.' The whole poem is built around one 
idea, that she cannot sit at home when the 
men of her community are suffering repres¬ 
sion. The solidarity family members feel for 
one another was extended to the larger com¬ 
munity. Here is a prose summary of the 
poem, translated from Punjabi: “.. our 
community is in dire straits. How can I sit 
at home at such a time?... My sons, 
brothers and nephews have been sent to 
prison, have been oppressed, beaten, and 
framed in false cases... When 34 Singhs 
were killed by a train at Ikrn Ikran (during 
a rail roko agitation), I was sitting in my 
kitchen; when I heard about it, I started 
weeping; an arrow seemed to pierce me, I 
was filled with anger and I could not 
distinguish between home and the world; I 
came out to go to prison, forgetting all my 
other chores. I am ready to wear a necklace 
of rope, I am ready to go to prison... 
Listen, my father, so far I have never con- 
tnuEcted you. But Harwant can never turn 
back and sit at home at such a time.. 

An anquestioning obedience to leadership 
in a do^-dib spirit was also evident during 


the Jail Maro ^tation. There was such a • 
massive inflow into jails that the governmem 
was forced to improvise new jails in schools 
and other public buildings not just for men 
but also for women. Fini^y, the government 
started releasing the prisoners uncondi¬ 
tionally, as the expense and responsibUity of 
maintaining them in custody became un¬ 
wieldy. Several Akali women narrated how 
women’syn/hos had refused to leave the jails 
even when the government tried to force 
them out. They said they would only leave 
when they received orders from their leaders 
to that effect. Forty-five year old Beam Kaur 
of Khanpur village narrated how she and the 
ISO women of her team locked the prison 
doors from within and stayed there for 12 
days after their official discharge: *‘We 
refused to leave the jail because our leader 
had not yet ordered us to do so. Some of 
the women had small children with them. 

.. .We asked the jail staff to leave, and took 
over the jail; we locked it from inside. All 
of us stood guard, ready to fight if anyone 
came to discharge us forcibly. We were afraid 
the policemen might attack us or take our 
honour. So we collected brickbats and got 
ready to fight. The jailers stopped supply¬ 
ing us rations. For two days, we stayed 
hungry; then our brothers from villages 
nearby sent us food" it was only after 
Longowal gave the order to leave the jails 
that the women did so. Even then, instead 
of returning to their villages where their 
families were anxiously awaiting them, they 
proceeded straight to Sant Longowal to 
receive further instructions. Women also 
participated in large numben in the rasia 
roko agitations in the eighties. They blocked 
traffic by squatting on the roads,, singing 
hhajans, and faced police lathis with 
courage. 

The Akali women were able to become a 
significant presence in the moseraent despite 
the fact that in normal times the political 
participation of women in rural Punjab is 
particularly low. Women normally live 
extremely secluded and restricted lives and 
are not allowed political participation even 
at the gurudwan or village levd. The par¬ 
ticipation in this movement became possi¬ 
ble because the men of the community were 
willing to release the women from their nor¬ 
mal routine Many women described how 
their husbands offered to release them from 
dnmestic responsibilities in order that they 
could add strength to the movement in a 
time of crisis. 

In the Shahada struggle too, despite con¬ 
stituting a Urge percentage of thb landless 
poor labourers, in the initial years “the mass 
of women remained outside the activities of 
the Shramik Sanghatana”. They hardly par¬ 
ticipated in the night meetings where the 
movement-related issues were discussed and 
decisions taken. The crisis brought about by 
the 1973 drought enhanced women’s par¬ 
ticipation in various struggles demanding 
adequate relief measures from tbe govern¬ 
ment. At this time, women came to par¬ 
ticipate almost equally with men in morchas 


and gheraos. Apart from protesting against . 
atrocities on women by iaiuUords a^ police, 
the women repeatedly came to the rescue of 
men who were being attacked by these 
forces, in the 1972 strike of agricultural 
labourers for higher wages at Pariwaraha, 
the militancy of the few women who took 
part played a crucial role. Despite the 
presence of the police; they managed to per¬ 
suade the strike breakers to join the strug¬ 
gle. Likewise, when activists were arrested, 
the women spontaneously came to the men's 
rescue. 

Likewise, in a struggle of Dalits against 
Maratha landowners, in Ramegaon. 
Maharashtra, it was found that women 
spontaneously came to the rescue of male 
activists who were being attacked by 
Maratha men. These women normally never 
.spoke in the meetings of the organisation. 
Yet, as an activist of the area reported: “lb 
quote some of the women: 'The moment our 
men saw the upper caste men approaching, 
they lifted their dhotis and ran! The women 
ran towards the activists and tried to pro¬ 
tect them by covering them with their saris 
and getting beaten up in their stead!’ Later, 
the organisation adopted this as a conscious 
stralegy. The organisation was demanding 
that the government land be given over to 
the landless. Towards this end, *hc organisa¬ 
tion decided that the Dalits would plant a 
crop onrthe surplus land which the Maratha 
men were trying to claim as their osvn. They 
were afraid of reprisals from the Marathas. 
So “It was felt that it would be better for 
only women to do the planting, because the 
upper caste men might hesitate to attack 
women. The women al.so .said that, unlike 
the men, they would not get excited or angry, 
but would complete as much of the plan¬ 
ting as possible. .. After discussion, all the 
women agreed to the idea. Many of them 
said; *Our men make a lot of noise, but 
during the fights they ruh away’" {Manushi, 
No IS, p 22). The role played by women here 
was as the openly confrontational arm of the 
organisation, not because women are 
supposed to be better at combat than 
men, but because they take beatings more 
courageously. 

Wo.vifcN Bring a Nbw Mill fancy 

Mahatma Gandhi too had commented on 
the inspirational quality of his first en¬ 
counter with womanpower in South Africa. 
Women’s militant entry into the movement- 
had made him realise how women could 
“become the leader in Satyagraha which 
does not require the learning that books give 
but does require the stout heart that comes 
from suffering and faith” (Harijan, 
February 24, 1940). 

Ixaders of very diverse movements have 
repeatedly paid tribute in highly emotional 
terms to rural women’s fervour and dedica¬ 
tion. To quote one example from many, a 
leader of a tribal agitation against diouj^ht 
in Rajasthan, writing from jail about 
women’s dharnas outside the jail* “Hun- 
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dtedi of tribal women have not go^ home, 
not teen thdr children, not eateri and not 
slept. Their affection and firmness in this 
struggle have not only been an eye opener . 
but filled me with a deep sense of humility. 

.. .The bravery and steadfastedness of these 
simple, illiterate women... has been the 
main strength of the whole'movement” 
(Manushi, No 40, 1987, p 6). This despite 
the fact that this organisation has not made 
any special effort.s to organise vvomen as 
'such. 

Women’s entry into a movement usually 
brings with it a new militancy and inspira¬ 
tional ()uaiity. To begin with, the very idea 
that women have had to come out of their 
homes and join the struggle heightens the 
sense of Urgency and crisis; the community 
feels it has reached a turning point. Shared 
. Joshi of the Shetkari Sanghatana narrates 
an instance of this galvanising effect when, 
during the onion agitation of 1980, after he 
had addressed a public meeting in Nasik 
district to mobilise support, an old woman 
• stood up and said she wanted to speak. 
Everyone was surprised at a woman daring 
to speak in such a huge gathering. Addres¬ 
sing the men, she said: “if men don’t want 
to join the agitation, we offer them our 
bangles to wear and sit at home. We women 
■ have decided to join the agitation anyway!' 
According to Joshi, this wa.s an important 
turning point in the area. Because of 
women's mas.sive support, Nasik district 
continues to be a major stronghold of the 
' organisation (taped interview). 

He describes what he considers a par¬ 
ticularly inspiring example of women’s 
courage. During the 1981 cotton agitation 
at Nipani, a woman who was a widow lost 
two of her young sons during two separate 
incidents of police firing on agitators. When 
. Joshi, after his release from jail went to con¬ 
dole with her, she is reported to have said: 
"TWo of my sons have died. But 1 still have 
one son left. 1 am ready to send him 
whenever and wherever the Sanghatana 
needs him for its work!' 

The spirit with which rural women often 
. come into a movement is well excmpliried 
in a Shetkari Sanghatana woman activist’s 
description of women's participation in a 
1982 nu7 roko agitation: “.. .the women who 
were sitting on the rail tracks faced beatings 
and laihis and said: ‘We have told our 
families that we arc setting out to die*, and 
I have seen that when a woman comes 
prepared to die, she can do anything. The 
movement was successful because of 
women” (taped interview). 

Women put in the Front kine . 

Most mass movement leaders have paid 
similar tributes to women's greater capacity 
for suffering and faith. Throughout the 
fieedom movement. Gatidhi encouraged and 
exhorted women to be in the forefront of 
various mass actions, including picketing, 
.because he believed that women’s presence 
in sufficient numbers would help keep tlw 




movement disciphned and mn-vioient. But 
it was not his intention that men btgin to 
use women as a shield against rrpiession and 
beatings. It was to avoid this kind of abdica¬ 
tion of responsibility by men ttot he was 
against taking women on the Oandi march, 
since he expected the government to react 
with violence to this agitation: “Just as 
Hindus do not harm a cow, the British do 
not attack women as far as possible. For 
Hindus, it would be cowardice to take a cow 
to the battlefield. In the same way it would 
be cowardice for us to have women accom¬ 
pany us” fCollecied Works, Vol 43, 
pp 12-13). 

However, most leaders of mass movements 
today, including many of those who profess 
to use Gandhian tactics, have been far less 
scrupulous in this matter. Often, women are 
deliberately put in the froqt linC and face 
repression. Often this is justified on the 
grounds that the police or other attackers 
may behave with relatively greaterrestraint 
when faced with women protesters and that, 
even if they do not, women will face the at¬ 
tacks more valiantly than men. 

in the Bodhgaya land struggle, women 
were encouraged to take a leading part in one 
of the most risky actions—that of reaping 
the disputed crop on land owned by the 
Math. An activist reports: “More women 
participated in the harvesting action than in 
any other action because most families felt 
that the larger the number of women who 
went from their family to participate in the 
harvesting, the larger would be the share they 
could carry home, and thus the larger the 
share their family would get. Once again, in 
many villages women were used a.s a means 
by the men” (p 13). 

Needles': to say, this strategy does not 
always result in less repression. It often 
results in women bearing the brunt of the 
repression. This strategy has often been used 
in the agitations of the Jharkhand Mukti 
Morcha in Bihar. For example, following a 
militant tribal agitation for the reclamation 
of forest lands in 1980, government had 
unleashed brutal repression in tribal villages 
in Singhbum district. The Bihar Military 
Police was sent to raid villages and as usual 
went on a rampage. When we went to in¬ 
vestigate police atrocities in the area, wc 
found that in most of the raided villages, 
men had run away to the forests, leaving 
..women, children and the old behind. In 
som^ villages where men joined in resisting 
the police, they openly admitted that when 
they had to sail police entry into the village, 
they would put women in the front. The 
reasons they offered were: 

1) Women do not lose tlwir cool as easily 
as men do and are able to resist without 
unnecessary violence. This forces police 
to be retativdy restrained. 

2) If the police start using force, women do 
not run away as men tend to da They 
often fight to the last to protect their men 
and children. 

The leadership of Shetkari Sanghatana 


categoric^ jisseHt i(u9 tusniftenu 
of Dalits, iribais and other mai^iiiBied 
groups may use women as a sldeld, the 
culture of the peasantry will not allow thorn 
to make such ure of women. However, traoes 
of this thinking are evident in the imponant 
book that lays out the stratcfy and organisa¬ 
tional principles of Shetkari Sanghatana. 
While discussing how to effectively resist the 
government and co-operative society of- 
ficiais when they come to forcibly recover 
loans from indebted peasants who have no 
resources to repay the loans, Sharad Joshi 
writes: “The question arises, what will we 
do when the society or bank jeep comes to 
the village to seize the goods of the 
defaulters. In every village, all the women 
should be collected together. Every woman 
should carry a broom. They should collect 
outside the house of the family whose goods 
are being seized. The men should simply 
.stand near the women and say ‘You are not 
to touch the bodies of our women! If we 
follow this strategy, they will not be able to 
seize anything” (Kisan Sangaihm Vichar 
aurPodditi, p 104). In the same book, Joshi 
also describes how volatile the situation can 
beepme during an agitation when the police 
physically misbehave with a woman. 

In the Akati movement described earlier. 
Harwant Kaur, secretary, Stree Akali Dal. 
narrated how when she, along with 12S 
women, was in jail, the Akaii men who were 
staying in the nearby Ludhiana jail sent a 
message to ask them whether the women 
would come to the men's help in case the 
police tried forcibly to beat the men out of 
jail. She says they sent back an assurance: 
“As long as we are alive, we will not let them 
open the door of your jail. They will have 
to kill us first!’ And they did exactly as they 
promised. As soon as they got to know that 
the government was going to forcibly release 
the Akali men. the women prisoners spread 
a rug outside the men’s prison, sat there and 
defied the polie to drive their trucks over 
them. They thus successfully prevented their 
men from becoming victims of police 
atrocities. 

AlROC'ITIESON WOMEN MADE A SYMBOL 

While women victims of police and other 
attacks are often projected as heroines and 
martyrs, their own husbands and com¬ 
munities often reject and ostracise them 
should they suffer sexual assault while defen¬ 
ding the community. In the above mentioned 
case of police atrocities in tribal villages of 
south Bihar, the leaders were full of stories 
of how the women had valiantly resisted 
police attacks and had suffered various 
injuries and indignities while defending tbdr 
villages. Yet, no woman was willing to say 
she had been a victim of sexual assault. We 
were puzzled until we discovered the reason 
for this silence. We learnt that any woman 
who adnUtted having been rap^ would be 
ostracised by the community, denied her 
maintenance rights in the fa^y land and 
not even allowed to offer water or to pa^ 
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riciptM in iny ritual Many rape victims had 
bean compefled by this ostracism to leave the 
villacct and migrate to towns to seek work. 
One woman who was selling her meagre 
asseu to bail out her husband from jail 
following his arrest in the agitation was un- 
siire whether he would keep her in the house 
or throw her out once he hcai^ that she had 
been raped by the police. 

Similarly, before the Bodhgaya movement 
fltfolly began to take up^thesc issues, “the 
landless men had never thought of the con¬ 
tinuous attacks on women by government 
officers and Math functionaries as attacks 
on women, but rather primarily as attacks 
on their own honour. Women were held 
responsible for bringing this dishonour on 
their men. Therefore, the men thought they 
were in the right to Insult and humiliate the 
women who were thus atuwki^” iMsuHsM, 


name is not even mentioned, as the report 
goes on; “the landless peasants, in support 
of a barber, refused to work in the Held of 
the landlord” (p 52). A mention of dowry 
in the same report relates it not to women’s 
status but to the lives of middle peasants 
which ate said to be "ruined" by such 
“modernisation of old rituals" (p 52) In the 
BPKS manifesto, only the last of the eight 
icsolutions mentions women, and that too 
only in passing, relating to their being used 
as one element of the organisation's righting 
arm: “To develop such organisations of the 
people as 'village self-defence corps’, 
‘volunteer forces', resistance squads of 
women, etc, to enable them to defend 
themselves against the attacks of the police, 
military and the goondas” (p 55). 

It is no coincidence then that b>' and laige 
the n<vn«n 
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They had faced police repression and gone 
to jail. Yet, when the Vahini activuis took 
the initiative to hold an all>women camp,' 
they found that women were kept in the dark 
by theit men about the progress of the fauMt 
strug^e. The men only notified them when 
their presence was required at a rally and 
often did not even explain what the rally was 
for. Some women activists suggested tlw for¬ 
mation of women's committees so that 
women could be more active in decision 
making but this suggestion could noiise im¬ 
plemented due to a paucity of outside 
women activists to organise them. 

The Stree Akali Oal was formed at the 
initiative of the Akali leaders and not of tire 
women members. Harwant Kaur, a secretary 
of the Sirec Akati Dai, described ks origins 
thus; “Our Stree Akali Dai was started by 
Sapt t;<mapw8l. Just as we used to think he 
. : -..ther and mother, so he too had 
'd for us, women. He started the 
■ ing after the Emergency. During 

| :cncy, the women had spon- 
one a lot of sewtf (service). Many 
Id courted arrest and done senw 
lo were in jail. That is when Sant . 
' thought that siree Jgli , 
id) can work with great dedict- 
/ ) should orga».se them. That is 
. me to csiahlish the Stree Akali 
d interview). 

■, in the struggle of the landfeu 
ihada, the women themselves did 
. jse the organisation leadership Id 
•If to their specific problems as 
he group of men and women ac- 
e Sanghatana discussed how the 
amen could be involved in the 
hey decided to plan for a camp . 
ten from different villages could 
her and discuss their problems: 
committees were set up to look 
)s organisational aspects of the . 
» collect grain, to persuade 
ome, to arrange drinking wated' 
fganisers of the Sanghatana who 
rentre the meeting on questions 
m, wife beating and women’s sd'f 
... order to consolidate and further 


The only specihcaiiyw^ portivc role—like the Ryotu Mahila increase the women’s participation, a 

tioned as having beep taken up by the Sanghams vis-a-vis the Ryotu Coolie women’s camp was organised. When the 

Mahila Sanghartis was sexual exploitation by Sanghams. Even though the women may res- men resisted sending women to the camp, 

the landlords. Pon<i enthusiastically to the formation of Sangathana activists took the initiative to 

So aisoi inti report on the CPI(ML) Strug- women’s wings, it is significant that the persuade them to allow women to attend.^ 

gle, of landless peasants in Bihar, under the pressure for their formation rarely comes It was the effort to provide specialspace fof 

of the Bihar Pradesh Kisan Sabha from the women. These wings are formed women to air their grievances that led to 

(BPKS) women are only mentioned as vie- usually when the leaders make an wut-of-way women taking some initiatives of their own. 

ilms of sexual exploitation when this vie- effort to create special space for women. such as the antiliquor campaign and , 

.{y.i.fl .i.. p becomes a symbol for an agita- An important reason why male leaders resistaiice lo wife beating and sexual abuM 

tion:"InMiwI 981 thewifcofRamPravesh tend to encourage the mobilisation of by rich peasants. Before they made this extra ' 
Thakur (a barber) was raped by lUntun women for their movements seems to be that efTort, women tended to st^ away from the 

qingh and co-vittagers of Raj KIshorl Singh women provide a relatively docile mass base organisation. 

of Masauriii block. The landlords managed They seldom get into the kind of power Similarly, the decision to oigattise a 
to hush up the matter and police also refused struggles that men do. While they may com- women’s from came at the initiative of the 

to recotd the case In retaliation the landless pete with each other, women do not in any male leadership of the Shetkari Sanghawra 

decided not to work at the farm way pose a threat or offer any competition without any pressure whatsoever frotn pea- 

plot of Hmtun Singh which remained bar- to the male leadmhip. saw women. The women seemed qidte ipidy 

rfe Ihioughout the year" (£/*«', January In the Bodhgaya land struggle, for in- to work wholeheartedly lor the orgitiiisa- 

2-9 1998, p S2). The victim here seems to stance, rural women had bren mobilised for tion’s general programme without deman- 

be khe hnthan -1 rath»^ than the wife whose vanguard action, for rallies and protests, ding any special attention to tiidr ptoMemi 





as women.' The booklet entitled The 
W)meH‘s Question published after the 
Chandwad conference, 1986 noted: “It has 
taken the Shetkari SUnghatana full six years 
since its inception in 1980 to form a palpable 
women's front and to organise deliberations 
on the problems specific to women. 

.. .Though the women's question has been 
on the agenda of all the ses.sions of the 
Sanghatana, starting from the very first at 
Satara in January 1982, the deliberations 
concerned ways and means and need to 
mobilise women to strengthen the agitations 
rather than problems specific to women. The 
women who thronged there themselves did 
not seem to took upon the Sanghatana 
for the redressal of their own specific 
grievances” (p I). In other words, it was not 
pressure from women which made the 
Sanghatana leadership turn its attention to 
women’s issues. It so happened that the 
leadership decided the movement would be 
incomplete if it did not take a stand on the 
question. The booklet states: “The new 
peasant movement has a historical and 
theoretical responsibility of pronouncing 
itself on the women's question” <p 4). 

One woman activist who is a graduate 
dekribed how at one of the earliest women's 
meetings called by Joshi, when he asked the 
•women to express their problems, they went 
on talking only about unremunerativc prices 
and other economic problems faced by pea¬ 
sant families. Finally, she says, Joshi said: 
‘Look, leave all these questions of prices and 
agricultural produce to us, men. What pro¬ 
blems do you have as women?' But again 
we did not talk about our. problems. For 
another whole day, we continued talking 
about government policy and industrialists 
and the labour of peasants going un¬ 
rewarded. The next day Sharad Bhayya said: 
'All right, now answer only the questions 1 
ask. Forget about agricultural produce! 
There was only Sharad Bhayya and a cou¬ 
ple of other men in the hall and about 150 
women. The doors were closed and the 
loudspeaker was removed. He said: 'Forget 
that anyone is listening and say what is in 
your hearts! In a little while, every woman 
.started telling her problem—someone's hus¬ 
band used to beat her, someone's husband 
was a drunkard, someone's husband refused 
to let her have any say in the financial affairs 
of the house. Many women started cry¬ 
ing. .." (taped interview). 

And yrt the women's identifreation with 
Sunagta Mahila Aghadi, the womoi’s front 
created by Shetkari Sanghatana leadership 
to deal mciftcally with women’s issues, 
remains nesitant and uneasy. While they 
identify enthusiastically with the Shetkari 
Sanghatana, mai^ of the women feel the 
existence of Samagra Mahila Aghadi is 
superfluous. Part of this resistance could 
stem from the inability to identify with the 
ostensibly feminist leadership thai has been 
imposed on Samagra Mahila Aghadi in an 
aUmpt ro form a united front of adl women. 
An equaUy important reason is their hesita¬ 
tion assert the need for a separate political 


space for women in a situation when they 
know that the space they have today comes 
not so much from their having demanded 
it as from the Shetkari Sanghatana leader¬ 
ship having given it to them. 

Famhy Permission Crucial for 
PARTICiPAIION 

Even this limited and hesitant npression 
of women’s grievances was made possible 
because the men of the community had 
placed their trust in Joshi and were witling 
to bring their women out of the homes when 
he asked them to do so. For example, the ac¬ 
tivist quoted above first came to the meeting 
on the insistence of her husband's elder 
brother. Her account: “My brother-in-law 
said: ‘Come on, Sharad Joshi is holding a 
women's camp at Katol. Many women are 
coming! 1 said: ‘1 am not interested. I have 
to send the kids to school. I am the only 
woman in the house. I can’t go out of the 
village! But he insisted, saying: ‘Na you 
must go. You arc an educated woman. If you 
go, about 20 to 25 other women from the 
village will also go! ” 

.Most rural activists confirm that the few 
women who arc able to take an active part 
in movements are wives of men already 
Involved, who are therefore agreeable to the 
w^men getting activised. Women who come 
againM the wishes of the male members of 
the family are .seldom able to sustain their 
involvement over a long period of time. In 
Punjab, almost all the women I interviewed 
confirmed that it was because their men 
actively supported their participation that 
they could be as active as they were. Joshi 
also corfirms that almost ^1 the rural 
women activists of the Shetkari Sanghatana 
have husbands who are either devoted 
woikers of the Sanghatana or at least active 
supportcis. He knows of only two women 
who tried to be active against then 
husbands’ wishes. Both women had to soon 
give up theit involvement. One of these 
women had initially come into the move¬ 
ment because her husband was involved m 
it. After a while, he joined a political party. 
When his wife tried to continue working for 
the Sanghatana, he began to slander, abuse 
and beat her. It was not just the male.leaders 
of the movement who felt reluctant to allow 
her to be an active mobiliser, but other 
women too who refused to work with a 
woman whose^ husband accused her of being 
a loo.se woman. 

Linked to the crucial need for family per¬ 
mission is the age factor. In most rural 
movements, white a number of mate activists 
are unmarried youth, young unmarried girls 
are seldom allowed ro patticipam. An im¬ 
portant reason is that parents fear a girl's 
reputation will be ruined if she is exposed 
to the world and mixes with men in a public 
domain. Exfdaining wl^ the task of organis¬ 
ing women had to be ^ne mostly by men, 
a report from SimiA, a development agency 
doing mobilisation work in Himachal 
Pradesh, says: “Fbw local families are 


initiall^repared to allow women to join as 
workers. The work involved travelling long 
distances... staying away from home at 
night, and coming in contact with men. In 
an area where few women travel, let alone 
work outside their villages, the set up was 
seen as damaging to the moral status of 
women, kbung unmarried women faced pro¬ 
blems because their chances of marriage 
could be ruined if they got a bad reputation 
because of thdr work. For older women, this 
was a lesser problem, but they faced the dou¬ 
ble disadvantage of being heavily weighed 
down with work and of being illiterate'' 
(Manushi, No 39, 987, p 34). 

It have also repeatedly been told, in dif¬ 
ferent rural areas, that young married 
women may more easily get permission from 
their families to join in movement activities 
if respected older women of the village are 
already involved and can act as escorts of 
sorts. 

Women Participate to Serve Family 
Interests 

If in political movements which face 
repression, women get mobilised as aux¬ 
iliaries to the male-led community effort, 
even rural development agencies whose work 
involves taking up economic issues through 
some degree of political mobilisation, can 
mobilise women only by convincing men 
that women's involvement will serve family 
interests. A leading activist of SEWA reports 
on the rural wing’s work in 30 villages of 
Ahmedabad district where the attempt was 
to organise rural poor women, mainly of the 
lower castes, into dairy co-operatives. They 
faced a great deal of hostility from private 
dairies and milk traders who had influence 
over the local bureaucracy. 

In addition, men of the women’s own 
families also often opposed the idea. 
Initially, when the activists asked the men’s 
permission to take the women for three-day 
training camps to Ahmedabad, many men 
said that women were illiterate and brainless, 
and it would be better to train men who are 
the “real farmers”. When the co-operatives 
were being formed, the leading activist, who 
was from the urban area, had to visit each 
member’s family to get the men’s consent. 
The men insisted on attending the meetings. 
They had to be “reassured about their con¬ 
tinuous status at home and in community. 
Only, instead of their names, those of theit 
wives and mothers will be changed (sic) in 
the co-operative structure. They even could 
recommend coi^ittee members.... 'ABer 
all, the milk-income is going to be used for 
your whole family. Sa what dinierence is it 
going to make if your wife or mother come 
to collect milk money, or buflialo account 
bears her names?” we argued” (Anila 
Dholakia, 'Rural Women in White Revolu¬ 
tion’, p 12). 

In every village, meetings were held to 
reassure the male dairy farmers that “we 
were not storting a paraM dairy, thin we are 
not against mot and husband,.. All we 



wanted was to have women's active par¬ 
ticipation in milk production and income 
earning" (p 13). The attempt was to merge 
the two types of co-operatives. The men 
ridiculed the women, saying they were 
liliterate and like buffaloes, and the women 
agreed with this assessment. Men insisted 
that they would continue to manage it all. 
SEVIA had to give up the idea of ail-women 
co-operatives as the village women members 
supported the choice of influential men of 
the village as members and secretaries, later 
explaining that one cannot survive in the 
ocean if one makes enemies of crocodiles. 
Later, when some male secretaries turned 
out to be corrupt, SEWA activists were 
frustrated to End that the same women 
members who had complained of these 
men's malpractices, stood up and declared 
that they would resign from the co-operative 
if these men were asked to leave. This was 
obviously because they feared the vindic¬ 
tiveness of these men would endanger their 
safety. 

The activist concludes in her reports that 
their ability to handle men tactfully was 
crucial to their success since if the men had 
been antagonised, they would not have 
allowed SEWA to even begin its work. She 
describes how she convinced the men of her 
own sincere belief that although the women's 
co-operative "directly upsets the balance of 
the man-woman relationship in the village" 
this is only a means to another end—the 
good of (he family; "... for the time being 
let women share a part of the development 
process. Ultimately, the additional assets or 
income will be going for family only, as 
Indian women are conditioned by their value 
system to sacrince everything for husbands 
and children. This has won males' support 
to SEWA movement" (p 45). 

Similarly, when an agency called CROSS, 
working in Bhongir, Andhra Pradesh, began 
to organise separate women’s Sanghams to 
enhance the participation of women in the 
already ongoing mobilisation of Dalit 
labourers and poor peasants, the women 
were initially allowed to come because the 
agency was seen as "an intermediary institu¬ 
tion which helped to get funds for buffaloes, 
wells, general stores, vegetable vending and 
other small income generating projects.. 
(ManusM, No 15, 1983. p 12). As the 
Sanghams developed, women activists of 
CROSS held all-women meetings and cam[« 
where they also rais^ women's is.sue$ such 
as wife bating and property rights tor 
women, apart from the general issues of 
poor peasants and lower castes. Even though 
women’s issues remained largely confined to 
discussions, the mere fact of their being 
talked about in public fora aroused male 
hostility. Some men beat up their wives for 
having talked in public about their family 
problems. Mrt, men continued to.talerate the 
women’s mobilisation winch r«nained 
iaigdy,confined to winning welfare measures 
tor th^ community front the government, 
l^aiue "the men who formerly had pro- 
tletttd when the women wanted to attend 


mmings and weekend camps realised (hat 
in their own dealings with tlw landlords and 
other dominant groups, they could get more 
support from the organised women than 
formerly from their oppressed, individualised 
wives" (p 13). 

Another revelatory example is provided by 
the report from an urban-based woman ac¬ 
tivist who was involved in the campaign to 
I>opularisc smokeless chulhas in some 
villages of Haryana. She entered the villages 
through a regreening project which involved 
the whole community through its male 
leadership. The women never attended 
village meetings and when, after a lot of per¬ 
suasion by her. some of them did so, they 
sat huddled in a corner, did not speak and 
soon left to attend to their domestic chores. 
In private conversations with her. however, 
they were auicuiate about their predicament, 
of being heavily overworked and yet having 
next to no deci.v(on making power over (heir 
lives; . they say their lives are no better 
than those of the animals they tend” 
{Manushi, No .15, 1986, p 26). 1 he Oujjar 
peasantry of one village was fairly pros¬ 
perous, and women’s labour is a crucial con- 
triouiory factor in this prosperity. Yet, no 
woman could decide on her own to buy the 
subsidised chulhu for about Rs 2.S, without 
asking her husband's permission. The old 
chiilha was not only a serious health hazard 
but also added considerably to the women's 
work burden by badly blackening the cook¬ 
ing pots. Yet several husbands refused to pay 
for the new t-hulha. The activist reports (hat 
the initial success of the chulha in this village 
had much to do with the fact that it was 
introduced just before the marriage sca.son. 
“Negotiations for marriages were going on 
in the villages. In this conic.xt, the new 
chulha became a status symbol even for the 
men. As one man remarked, outside parties 
coming with marriage proposals could he 
shown the new chulha as a sign of the 
family’s progress!vene.ss" {Menushi, No .15, 
1986, p 29). But even those homes which 
purchased the chulha could not maintain it 
for long because the women could not spate 
the little time needed to keep it in good 
repair, their own convenience being a low 
priority in the list of domestic chores to be 
done. 

The activist also found it next to impossi¬ 
ble to recniit a couple of Gujjar women to 
become chulha mistris even though this was 
a paid job. The men would not allow women 
to move from one quarter of the village to 
another and to visit homes to repair chulhas. 
One young woman who dared begin the 
tndning was violently beaten up by her 
father and prevented from continuing. The 
activist found that her work with women 
was uceptable to the men only as long as 
they could see the immediate befits to the 
family wi^out chidlenging the power of 
mo). Women could not think of entering in¬ 
to activities of which men would, or even 
might, disi^rove. Fbr example, when the 
activist proposed that the women begin to 
market the traditional rugs they wove for 


their daughter's dowries, as a way to earn 
an independent income, the women would 
not even consider the possibility because 
they said their husbands and fathers would 
object to accompanying the activist to town 
to set up a marketing network. After she had 
dropped the idea, a male villager approach¬ 
ed her and offered to supply as many rugs 
as she wanted, on a commission basis. In her 
words: "I asked him how he could get so 
many rugs produced when the women had 
spare time only during two months of the 
year. His sponuneotis reply was: 'Oh, the 
women don't do anything. They can produce 
as many rugs as necessary! I immediately saw 
how this could end up making the women's 
lives much worse than they ate at present 
Their men would start pressurising (hem to 
produce more rugs even though they were 
already overburdened with work. And the. 
cash income would still be controlled by 
men. I dropped the idea like a hot brick" 
(P 28). 

SUTRA, mentioned earlier, also report^ 
having had to shift their emphasis more 
towards procuring loans for buffaloes for ' 
women, and training them in veterinary'-, 
skills, after the hostility by men towards tha-’ 
anti-liquor campaign launched by tbc' 
agency. It has been a common experience of 
rural development agencies that it is easier" 
to mobilise women for some kind of, 
veterinary training, so that they can teit^ 
their family animals better, than for heidtb- 
training for themselves. This is largely truer 
even in tribal peasant societies where woitnen^' 
have relatively fewer restrictions on their! 
movements. These women not only should 
most of the agricultural work. includiAK 
marketing, but even seasonally migrate In 
limes of scarcity, often unaccompanied 1^. 
men of their families. Ybt, political activists 
working in tribal areas have found it hard 
to organise women except by bringing them, 
to the fore during confrontations with 
state machinery. This is how a woman ac-. 
tivist from a tribal area of Bihar explained 
the reasons for the very peripheral ro% 
played by women in tribal politics, despite, 
their mobility: "They are free to move 
around as long as it relates to their fainily. 
responsibilities. Going to the local market 
to sell surplus produce or to the forests tp" 
collect fuel, or migrating in limes of scan^ 
are all .seen as part of working as 
husband’s slave They are doi^ ail this 
the upkeep of the family whii^ is seeh .|t: 
primarily the woman's responsibiftty.. 
anything that is unrelated to that is 
solute no. Fbr example it is almost impa^! 
hie to find a tribal woman who Can 
as a village health worker, let alone 
political worker" (taped interview). . 

A telling example of the tendency 
women’s involvennent within the pafbqieiiisr 
of male family members’ approval'ir|Miiii^t 
vided by the following account ftotn'^. 
Bodhgaya struMfe: “In P)paigbati,!^t(«m: 
in 1980, a saaiM called Prakash Pbitif, .tdto 
the help of some others, opened dBCbt^ |o^ 
adult women, especially those 



MN ift Ote Kniisle liw vUlagen CM Um 
liieceiiity for literacy becaate they were 
whoHy dependent on dty activUu for 
negotiations with the aidliorities, drafting 
leaflets, and giving press releates. At that 
time (hew was no school for aduU men 
throughout Bodhgaya. so that men were 
indigmt at the that the first school 
opened should be for women. They thought 
the women were getting too smart and were 
.^ng to get ahead of the men, so th^ began 
k> mito life difficult for the women. Though 
these men were conducting the land strug¬ 
gle on principles of non-violence, they 
^jcadily used every weapon from teasing and 
iruftianly behaviour to downright phy^ai 
. violence against the women. They would 
waylay the women on the way to school, and 
would abuse and harass them. Several 
V. women were also beaten up at home by 
brothers and husbands who forbade them 
to step out of the house. The attendance 
: dropped off and the rehool had to close" 
i/Mmushi, No 14, p II). 

Women do Nor 
DETERMINE THE AGENDA 

Since the prior approval of men of the 
community is an essential condition for 
women’s participation and the initiative for 
forming a women’s from too comes usually 
from a male leadership, the issues chosen tor 
the women’s fronts also have to be those 
which seem to strengthen the organisation 
at a. whole and do not alarm the men. More 
important, even when certain specific 
women’s issues are raised, the initiative for 
doing so generally comes not from the rural 
women participants but from the leadership. 

. Therefore; how far the issues are carri^ 
through in action depends on the will and 
the judgment of the leadership. There are 
hardly any examples of rural women being 
able to determine the agenda of the women’s 
wing, let idone make a substantial dent in 
the agenda of the movement as a whole For 
examine the Stree Akali Dal did not raise 
(he question of oppression of women 
because this was not on the agenda of the 
Akali leadership. Sant Longowal’s message 
to women as reported by Harwuit Kaur was; 
"Do not harm anyone Live in peace and 
tove with ail. When you go to your in-laws’ 
house, love everyone there Serve your hus¬ 
band. Have no leiationfliip with any man 
Other tium your husband." The Akali leadcr- 
Idiip even proposed to curtail wonsen’s rights 
by introducing a personal law for Sikhs 
wMeh would have deprived women of 
' - whatever legal Infaeritanoe rights they had, 
and legally legitimised the practice of 
‘ levitate Despite rural women’s militant con- 
teibution to the movement, no protest 
; against this move emerged from the Stree 
- AWDaL Whatever protest was voiced came 
ftom urban vromen’s groups in Chandigarh 
and Delhi, even though the question of land 
inheritance primarily affects rural women. 

1 talM on u one-to-orw basis wUh 
i^vldual Akali women, many agreed that 


women^mnld have property rights, but this 
sentiment of theirs did not find organised 
expresshm, not even in the form of a request 
to the leadership to reconsider the decision. 

Even in tbe Bodhgaya struggle led by the 
Chhatia Ybva Sanghanh ^hini which has 
a relatively better record of giving impor¬ 
tance to women’s issues, women came to 
play no more than a subsidiary role VKmen 
activists felt that the "Wriuni men were more 
interested in women participating in large 
numbers in action ptogrammes, but were less 
interested in their devriopbig an indepoidcnt 
identity. As a result, while, women came and 
participated In a Ug ««y in demonstrations, 
and were often in the foreflont, they could 
not come to have a decision making role 
because equal effort was not put into involv¬ 
ing them in decision making meetings. The 
accepted policy was that the teadership of 
the movement should be in tlw hands of 
those whose movement it U. However, wtien 
it came to women’s issues, leadership and 
decision making were not in the hands of 
women. Due, it was recognised in principle 
that sympathetic men would play a suppor¬ 
tive r^e. However, in practice men played 
not a supportive but a decisive role" 
{ManusM, No 14, p II). It is significuu that 
the rural women themselves did not take the 
leadership to task for underplaying women’s 
issues. 

The Shetkari Sanghatna is one of the huge 
scale mobilisations of rural women in recent 
tiroes to have tried to give rural women an 
agenda of their own. Yet, this seems to have 
happened without pressure bom rural 
women, as wready discussed earlier. The my 
issues have been picked up for action by the 
Sanghatana illustrates this further. The 
Chandwad rmolutions had l»d stress on 
increasing violence and ruffianism in the 
countryside creating insecurity, especially for 
women. However, neither have the women 
demanded nor has the teadership found it 
feasible to start the struggle against violence 
on women by beginning with violence within 
the family. 

The Chandwad resolution on property 
rights for women has also not been picked 
up for action. The resttiution linked dowry, 
wife murder and the low status of widovra 
and divorced women to women’s lack of pro¬ 
perty ri^ts. Itproposed that women riiould 
have fully equal rights in (iimily primerty: 
"Every female by virtue of Urth in the 
family should obtain rights to property on 
equiti terms with the male issues;’ The 
rasitiutien also advocated a concept of joint 
matrimonial property: 'L^he law rdatingto 
the property of a family shotdd be dnwn 
on the analogy of a partneriltip flrm...^ in 
case of divorce or lepiuradon she should be 
able to dalm equal share for hendf as also 
for the children in her custody;' 

In the rural context, property righu for 
women cannot be divorced from land righu 
becauM land is the niaia torm of proprety. 
Even partial impleineatatibtt' of the (win- 
dpics stated in the resolution would rcq^iR 
u redistriWtlon of resources rad conse¬ 


quent^ of power wiihiii'the <ktn%nidt. This 
is something the community would have to 
^ on its own initiative with the men vohm- 
tariiy giving up iheiT monopoly over the 
cruc^ family assets. This issue hu not 
received priority |n terms ofactfon by the 
Sanghatana nor have the women pressured 
the leadership for a campaign on the issue, 
und Joshi admiu that the resolution is dif- 
flcult to implement at present. The 
Sanghatana leattership has chosen, at leiut 
for the time being, to shelve this key issue 
whidi is crudally linked to rurd women’s 
powerlessness and which hat the potential 
to create some pre-conditions for wonum’s 
equality in rural India; the thousands of 
rural women who gathered and passed this 
resolution at Chandwad have not thus for 
voiced a protest or proposed an alternative 
strategy. 

The resolution picked up for intensive 
action by the San^atana proposes to pul 
up all-women panels for zilia parishad elec¬ 
tions. This is Indeed a remarkable step, con¬ 
sidering how peripheral a role women have 
so for been allowed to play in village and 
district level politics. This radical measure 
seems to have been accepted by the men of 
the Sanghatana because the leadership has 
present^ it as part of mnaniii (combat 
strategy) to defeat the corrupt and goonda 
politics led by the Congress (I). Even though 
men are convinced that right now, women 
candidates, even if they manage to win seats, 
will not be in a position to work effectively 
without guidance from Sanghatana men, 
they are enthusiastically willing to campaign 
for women candidates, because they see this 
as a way of strengthening the base of the 
Sanghatana. They also hope that women will 
be for less corrupt than men. Even though 
many women in rural Maharashtra have 
responded with great enthusiasm to the 
measure, at the couple of meetings 1 
attended where the organisation was assess¬ 
ing how many women it could put up in dif¬ 
ferent districts, the reporting and assessing 
was done mainly by men activists. It was 
clear from the tenor of dUcussion that the 
men were assuming responsibility for finding 
women candidates and campiaigning for 
them. Although the strategy of putting up 
100 per cent women panels may have far- 
reaching consequences in the tong run, it 
would be a mistake to see the move itself as 
an assertion of womaiipower in rund areas. 
Had the leadeiJiip decided thm women 
would be given five or ten or 20 per cent of 
the seats instead of 100 per cent, it is unUkriy 
that womra woiM have asked for and gotten 
more seau on Iht^ own stren^h. 

The TMugu Oesrai is another enmitie of 
the leadership unilaterally midting certain 
important concessioiu to women without 
adequate preparation of women to defend 
thrai. Kilt came to power with a big roan- 
date from riml women. He made many 
pledgef to women, and hH redeemed some 
ofthembylntrodiiciiigJOpercentrescrva- 
tira of tovenBinent jobs for women, maltin' 
tion of eO govmmiew housing to thir 



women't SbiiWMi urocnmima for 
p^nant wcwwtti peniieiM for poor widows 
and. most ImporUitt, extending co- 
parcenwy fighU to women in their patenui 
property. Incltidlng ancestral property. 
However; when the AP legislature passed the 
‘’imgortaitt amendment to the Hindu Succes¬ 
sion Act to give near-equal rights to women 
in ancestral property, and the central govern¬ 
ment delay^ presidential assent for over a 
year, thm was no sign of protest from rural 
women in Andhra to demand that the centre 
not interfere with theiT rights. Even after the 
bin became law. the secretary of the Iblugu 
Desam's women's wing reports that “very 
few women have actually been able to take 
advantage of the law” and that what in fact 
developed arc clashes between a woman's 
husband and her brothers over land, in 
which “no one thinks of the woman’s right”. 
From this, she draws the very important con¬ 
clusion that “...not only those who give 
rights but also those who are to take them 
must have a certain power. ..It will take time 
to empower women so that they can claim 
their rights!’ (Manushi, No 42- 43, 1987, 
p 37). Little information is currently 
available on how far other women’s welfare 
programmes are being implemented in 
Andhra Pradesh. 

Nr-t-U lOR CONltNUlNC. 

OUTSIDt SDVHORt 

Thus, how Gar and in what manner 
women’s issues get taken up usually depends 
on the male leadership’s inclinations and 
ideological bent. Rural women's mobilisa¬ 
tion can acquire an organisational and sus¬ 
tained character only when support, both 
moral and material, is forthcoming from 
outside the village. Fbr example, in the 
Bodhgaya land struggle, it was only in 
villages where there were outside women 
activists, or especially sympathetic male 
activists of the Vahini, that women’s issues 
like wife beating and men's drunkenness, got 
taken up. The organisation as a whole failed 
to give suHicient importance to these issues 
because of resistance by men and the feeling 
that they might dittn^ energies from the 
struggle for land. One woman activist 
reported: *‘..4he effort to stop wife beating 
did not have much impact because very few 
people openly and consistently spoke against 
it... Someone made a suggestion that men 
who beat up their wives should not be 
alknved to join the organisation or the strug¬ 
gle: However, this suggestion could not be 
implemented... in general, the struggle 
against wife beating was not taken up in as 
systematic a way as was the land struggle. 
As a result, the wife beating issue is now 
compicicly buried*’ (MemaAi, No 14,1983, 
p 3). Oes^te women’s crucial contribution 
to Uk itniggie throu^ such vanguard action 
as reaping the disputed crop and carrying 
it home in the fhee of hoodlum and police 
repression, they could not consistently 
mdMlise to put an end to wife beating. The 
few. men. who gave up wife beating were 


refwrtrijy those whtk bang more sensitive. 

that it was wrong. The anti-faqbor 
campaign in this area too began not as spon¬ 
taneous action by rura) women but from a 
women’s egmp organised by Mbhlid women 
activists. It remained confined to the doeen 
or so villages (out of a totid of about 130) 
where these women activists happened to be 
working. The campaign reportedly died 
down when these activists left the area. 

Even when it came to sharing the gains 
of the land struggle, it is clear that the rural 
women would not have been able to insist 
on their right to land had the outsioe women 
activists not taken up the question within the 
Vahini and the male leadership of the iUiini 
not assented. While the rural women did 
complain in private conversations that it was 
unjust for land to be distributed only in the 
names of men, they were not in a position 
to collectively oppose and reverse this pro¬ 
cess. They said they had not even been 
informed by the men of the rules whereby 
land was being distributed. Land was 
distributed in men’s names in severai villages 
before ihe Vahini u-omcn activists realised 
what was happening. It was only when, at 
the Vahini state lexel conference in 1982, the 
women actis isi s picssed the issue and a deci¬ 
sion was taken by the Vahini to accept land 
in women's names, that this decision was 
implemented. It was communicated to 
and debated by the villagers who agreed 
to it. It seems unlikely that the villagers 
would have been in a position to reject a 
decision arrived at by the Vahini. whose 
dedicated work among them had been the 
crucial factor in their success in getting rights 
to land at all. 

Further, the government had not yet 
handed over the land in many villages and 
the Vahini activists were the chief inter¬ 
mediaries for negotiating the handover. It 
is significant that in those villages where the 
land had already been given in the names 
of men, women were riot able to press for 
the transfer of land to women’s names. As 
in the case of SEWA cited earlier, here too, 
men seem relatively readier for assets tp be 
in women’s names when that seems the only 
feasible way to fight for m to get them from 
government, but much less willing when the 
transfer is to be effected within the family. 

The movement in Uttarkhand for saving 
trees through Chipko methods and, against 
liquor, has often bm projected as a supreme 
example of rural women’s independent 
initiative However, in this movemm too, the 
role played by mate leaders and outside ac¬ 
tivists seems to be the crucial determinant 
for the suswnaiKC and continuity of the 
movemetK. Women of Uttarkhand have at 
times spontaneously acted to save trees from 
beiiig fdlcd. However, these spontaneous ac¬ 
tions were often with the tadi or explicit sup¬ 
port of the men since many villages in this 
area have decades-long traditions of com¬ 
munity protection of forest resources 
through such techniques at coilectiv^y 
employing watchmen, rotating gathering 


activities and so on, these efforts being 
usually male-led. In villages where men were 
hostile towards the women’s effons. the . 
iMcivemicm of ptominem male leaders from 
outside tlie village was the crucial factor in 
protecting and supporting the women. For 
instaitce, when Caura Devi, a widow, led 27 
women of her village to protect trees from 
felUng, men of the village turned ag^st her 
and socially ostracised her. They made their 
wives abai^n her and put alt iIk blame on 
her. When she was in dire strain and com¬ 
pletely isolated, Chandi Prasad Bhatt. “who 
had spread the message of Chipko in the 
viiiag^ and whose meetings her son had at¬ 
tended. came to her support: “Three dhys 
later, Bhatt came to the village, com¬ 
plimented Gaun Devi on her action and 
assured her that be would take foil respon¬ 
sibility and would face idl the consequences. 
After this the tide turned in her favour. For 
a month, people from different villages came 
lo express solidarity with her and to protest 
agaunst the tree telling. The government ap¬ 
pointed a committee to look into the mat¬ 
ter, and accepted its recommendations’’ 
{Manushi, No7.1981. p 23). It was support 
and acclamation of the movement based 
outside the village which made Caura Devi, 
a heroine, not local rural women, who were 
pressured by their familic< to isolate her. ' 

Although women in Uttarkhand have par- 
ticipated in large numbers in agiiations - 
against government policy on forest and 
liquor, the movement was not organised or . 
led by them. The umbrdla organisation that 
has spearheaded the anii-liqu'or agitation In 
recent years was founded and led by men: 
“In 1977 Uttarkhand Sangharsh Vshini was 
organised at Gopeshwar by the joint efforts 
of many organisations. Men like Chandi 
Prasad Bhatt, Shamsher Singh Visht, Vi|dn 
IHpathi, Kunwar Presun, Vbgesh Bahuguiia, 
Sachidanand Bharti, Puran Chand Thvari, 
Pradip 1hmta, were founding members of 
the organisation” {Manushi, No 24, 1964. 
p 3). Reports also show that men out-, 
numbered women in many demonstrations 
against liquor policy, and that though 
women came in significant numbers, the 
movement cannot be said to be organised 
and directed by women; “In the course of 
the movement, many women’s organisation* 
have come into being, like Mahfla Sangharsh. 
Samiti in Mmora, Mahiia Mangal Dat in 
Ramgarh, Mahiia Morcha at Ranikhet and 
Mahiia Morcha at Ranital. Though not very 
strong organisationally, women tune played . 
a major i^e in the movement” (p 7). \ht tUt-' 
docs not imply that women could sustainihe 
anti-liquor campaign on their owi)>.. 
s(rength--nor that ih^ have acquired iiiiyA 
decision making in the protest aetkmi. 

In Himachal Pradesh. SUTRA’seffortsjlo 
raise awareness against alcoholism were 
centred on women. Men were rather smfai- 
gonisitc to these efforts. Despite .p l^f 
drawn out campaign for prohibiti*^, the 
women have not yet been tfole to getMrdstglk 
liquor vend clos^. One imponatit ptobtan 
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wM that men prevented their wives from 
ioining the protests. It is noteworthy that in 
this region, the alcoholism problem is not 
one of deaths due to badly brewed liquor but 
to men’s squandering family income on 
drink, and of domestic violence following 
drinking. Even when men did not out-right 
-forbid women to participate in the cam- 
. paign, they would not take over the 
workload to free the women for a few days. 
So only thO!ie women could participate who 
had another woman, such as a .sister-in-law, 
. at home willing to take over the work for 
.a few days. When a demonstration was 
.’organised at Simla, many husbands woCild 
'jiot give the women money for bus fare to 
; and fro, so the rally had to be organised as 
f apadyutm. Even for this, the infrasiructuic 
,',had to be heavily subsidised by SUTRA, by 
^'making arrangements such as trucks to cany 
the bedding, cooks to prepare meals and 
places to stay for the night, .although some 
..Mahila Mandals along the route did organise 
'.hospitality for the demonstrators. The 
/'number of women who turned up was far 
less than expected and less than those who 
wanted to come—because many had been 
prevented by their families. The activists in 
this .struggle were also men. mostly from 
putsideihe villages, and it was difficult to 
find enough local women ready and able to 
-■.-Work as activists, even for pay {Manu-shi, 
No 39, 19g7, pp 28-37). 

WOMEN'S Moult iSAiioN . Why 
Seen AS Movi Mi-..Nrs? 

It is understandable that those who would 
■ like to see a rural women’s movement in 
. India tend to interpret the excitement 
-generated by women’s mobilisations as 
evidence of the existence of such a 
%'movement. 

Movements who.se leaders and interpreters 
. use a leftist, feminist, or the current develop¬ 
ment type of terminology, are able to pro¬ 
ject women’s mobilisations, however limited 
their scope, as women’s movements. But 
women’s mobilisations within general 
.' movements which use traditional or religious 
terminology, or which are led by traditional 
. political partie/s, tend to receive much less 
auction from progressive writers and social 
Kientuts, Thus a large-scale mobilisation of 
numl women in Punjab by the Akaiis receives 
. much less attention than much smaller scale 
.. mobilisations by left-inclined groups or 
. agencies in other parts of the country. 

Sometimes, the writer-activists even shape 
the rural women’s words to make them ftt 
in better with thinr own ideological persua- 
. Sion. Thus, a rural woman activist is 
' sorted to have commented on the urban 
situation: “Liquor drinking, especially in the 
. dties, is difficult to attack as an isolated 
' issue. If is connected with a great many 
,, problems—low wages, unemployment, the 
- routine yet hectic life of the working popula- 
' lion" wWle another commmts: "It is 
;; necessary not only that we deal with the 
women’s question in the context of general 
V. class issues, but also that we relate to pp- 
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pressed wmnen and their struggles wherever 
they are taking place'’ (Matiuihi; No 13, 

1982, p 34). 

Decisions and acUviiics are often rnade to 
sound more spontanraus than they actual¬ 
ly are by the use of the passive vmce in repor¬ 
ting. Without actually indicating who the 
subject was, for instance, Vlt was decided’’, 
"It was agreed", "It was proposed". The 
reader gets the impression that the initiative 
was taken by the rural women whereas in 
fact it was often the activists from outside, 
or the male leaders of the general movement 
By failing to acknowledge their own role in 
the mobilisation, the leaders may com¬ 
municate a picture of the mobilisation as 
being more self-sustained than it actually 
was. 

Many reports also tend to treat discussion 
of women’s issues as almost an equivalent 
to aaion on the issues. For example, a report 
on a Dalit women’s mobilisation concludes: 
"The Dalit women of Ramegaon have 
organised themselves and become militantly 
united to improve their status in society first 
as women and $«x;ond as Dalits". But a close 
reading of the report show that the Dalit 
women acted as buffers in the general Dalii- 
Maraiha conllici over land, coming to the 
rescue of the men, and that women’s issues 
were confined to discussions in the course 
of women’s literacy classes (Manushi, No IS, 

1983, pp 22-23). 

Another factor that contributes to the pro¬ 
jection of a mobilisation of rural women in 
exaggerated terms is the dramatic impact 
that rural women’s presence tends to have 
on the observers and leaders. Not expecting 
women to be present at all, observers tend 
to see even a symbolic presence of women 
highly significant, while the larger presence 
of men is treated as normal and routine. 
Sharad Joshi c,\plains this by saying that a 
rural woman ha.s to make a much greater 
physical and mental preparation*to get out 
of the house and join a movement, so one 
rural woman’s presence is equivalent to that 
of 20 men. While this may be true in terms 
of the individual woman’s effort, such 
mathematics is hardly a sufficient measure 
of strength of women as a group within the 
movement. 

Wotnen's excitement in participating in a 
new type of activity often gets com¬ 
municated at a greater militancy. Most agita¬ 
tions in which women participate follow the 
practice of putting the women, even if they 
are a handful', into the front row, with the 
result that they get into the photos and are 
seen as a key part of the vanguard. The line 
of distinction often gets blurred between 
putting women in the forefront as a strategy 
or .symbolic statement and women’s actually 
constituting a vanguafd in terms ol 
leadership. 

What Women Gain by Participation 

All this is not at all to deny the impor¬ 
tance of women's participation in larger 
movements in rural areas. There is no doubt 
that, dmpite the auxiliary role th^ play. 


httal «on!ttn«ho are ptiobilfsed for tUffere^t 
actipos ggin sigBiftcreMly iti; terms of 
confidence mobltity, and tt chance to see t^ 
world outside the village to deal with ex¬ 
ternal agencies and authoritim. and to 
interact with other women. Aggin and again, 
rural women who talk about their participa¬ 
tion in movement activity, niention these as 
major gains for themselves. 

For most rural women, not just the 
political but even the physical mobilisation 
is pervaded with a seAse of excitement. 
Women who participated in the Himachal 
ami-liquor campaign, when asked what they 
bad gained from their padyatn to Simla, 
where their demonstration had not resulted 
in any concrete succe.ss, emphasised the im¬ 
portance of the march in having given them 
a break from drudgery and a chance to sec 
the world outside the village. In reports on 
rural women’s mobilisations, one repeatecUy 
comes across the statement that many of 
these women, some of them middle aged, 
had never moved out of their villages before 
they went for some sort of protest action 
organised outside; A middle aged woman 
who stood for panchayat elections in a 
Maharashtra village in 1986 remarked that, 
although she lost the election, one gain was 
that during the campaign, she, for the first 
time, visited certain parts of her village that 
she had never before seen (Manushi, 
No 42-43, p 44). 

The knowledge that they played an in¬ 
dispensable part in the movement's success 
helps women build a more po.sitive self view. 
This is simultaneous with the greater respect 
that comes to be accorded to women as a 
group within the community as a result of 
their participation. Women’s heroic actions 
become part of the movement lore and some 
individual women may emerge as role 
models that are different from the more nor¬ 
mal model of woman as server and giver 
within the family. 

Mobilisation of women gives them a 
chance to come together with many other 
women outside of family networks and 
around concerns other than the domestic. 
This space may become available to them 
for self organisation of some kind and for 
the development of newer aspirations, more 
or less articulate. Even if they get pushed 
back into the domestic sphere once the crisis 
is over, each phase of participation 
represents an irrevocable step of some kind, 
and does change somewhat tire collective 
consciousness of women. They become; at 
the least, conscious of their abiHty to emerge 
and to act in th* public political domain. 

FACIOlUi iNHIBlTiNO GROWTH OF RURAL 

WOMEN'S Movements 

One arrives then at the concludon that 
there are hardly any instances of nind 
women's movements in India today; if a 
movement is defined as at the beginning of 
tlut paper. Nor have women been able to 
incorporate their speciftc issues in the 
agenda of general rural movements, 
However, this is not to suggest thm indi- 
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vidud nml women lack awannets of tbeir 
siiuMion ot that thm U no iB«ci>ntfni 
amongu ttiem. What is lacking is that they 
are notin a position to organise as a consti¬ 
tuency. I have found rural women, even those 
who are illiterate, far more realistic in 
, describing their predicaraent than are most 
urban educated women. The Inability of 
rural women thus far to generate movements 
is primarily due to a lack of basic requisites, 
primarily the following: 

(1) Rural women in most parts of India 
have no independent means of support and 
tittle control over family income even when 
they make major contributions to it. They 
are typically dependent on men of the family 
for sustenance and therefore for approval of 
any activity they undertake. In such a situa¬ 
tion, it is difTicult to develop a sense of group 
identity with other women, as separate and 
distinct from identification with-the family 
unit. As long as women's participation in an 
activity is perceived by the family as sup¬ 
plementing her family roles and serving the 
family interests, she too feets jastified in 
undertaking it. If it appears unconnected to 
family interests, it is difficult for her to sus¬ 
tain her involvement. And if it appears to 
go against the interests of the powerful 
members of the family, it is next to impos.si- 
ble for her to develop a stake in it. 

Any movement requires some sort of in¬ 
dependent loyalty and commitment on the 
part of its members which is not wholly 
subordinated to family loyalties. This can 
only be developed if the metnbers have a life 
outside the family, which they perceive as 
important in its own right, in which they 
develop extra-familial bonds, and in which 
arena the movement has an impact. Rural 
women, by and large, are not allowed to 
develop such a life: They usually have to sub¬ 
sume ail other interests in family interests. 
Even their ability to have a remunerative 
worklife is largely dependent on family for¬ 
tunes, the tendency in many regions among 
large groups being to withdraw women from 
remunerative work as soon as family 
prosperity permits this. 

(2) Women in most parts of India, par¬ 
ticularly in north, north-west and central 
India, are not allowed to develop alliances 
outside the family. Alliances with men are 
prevented as being liable to compromise the 
woman's and the family's reputation, while 
alliances with women are also discouraged 
unless they are part of larger family 
alliances. After marriage, a woman who 
maintains strong alliances, even with 
members of her natal family is frowned 
upon and often penalised, in this heavily 
patrilocal culture^ the woman is cut off for 
the best years of her life from any indepeh- 
dent alliances. She has to make a place for 
herself in her husband's family, usually as 
« subordinate and the process generally en¬ 
tails unmnitting service of her in4aws as the 
only way to win their approbation. 

. 1%r people to join a movement ptesup- 
.pom their having some sort o' network 
bf gUienecis. Only on the basis of such 


mutuality and solidarity can an organised 
movement take shape. 

(3) Another very important factor is the 
simple fact that most rural women ara so 
l^vily overworked that they have next to no 
time and energy to put into building a move¬ 
ment except when meq, in the interests of 
a larger community-biBed struggle, decide 
to relieve the women of some household 
responsibilities and free them to join in 
specific and limited movement activities. 

(4) Most rural women are deprived of 
elementary skills required to keep a move¬ 
ment'alive, such as literacy, nunteiacy, some 
information about and exposure to the svorld 
outside. For example, women are often ig¬ 
norant of how the local or national govern¬ 
ment machinery works—or rather, fails to 
work. They are also excluded from decision 
making bodies in the village and community, 
through which most men receive some sort 
of rudimentary training in how to organise 
and take decisions. Therefore: when a move¬ 
ment grows, it is unlikely that women will 
acquire leadership positions, participate in 
decision making or even see this as 
something appropriate for women to do, 
unless a very special effort is made to get 
them to do so. 

(5) Since activists from outside rural areas 
frequently play a crucial role in sustaining 
and building organisations of the rural poor 
and in mobilising support from outside for 
these organisations, the greater paucity of 
women activists as compared to male 
activists has also much to do with the 
.stuntedness of mobilisations of rural 
women. Few rural women can choose to 
work full time for a movement organisation. 
And few women even in urban areas have 
the freedom and the wherewithal to go and 
work in rural areas. Therefore, the task of 
providing assistance to rural women's 
organisations and sustaining them over a 
period of time is even more neglecied. 

NtED H>R SHARINC'i 

Meaningful strategies for moving on to a 
further stage towards building rural women’s 
movements can emerge only from a more 
widespread sharing and discussion among 
various people involved in rural women’s 
mobilisations. Something that might help 
take the process of mobilisation a step 
further are; 

1) To distinguish between those women's 
issues which are merely symptomatic of 
women’s powerlessness, such as sexual 
violence against women, and those that have 
the potoitial of providing an independent 
social and economic base for women, such 
as lack of land rights. While both types of 
issues are important, action on the latter has 
a more long-term strengthening effect for 
women, and can help them to develop their 
own baoe. 

2) lb emphasise the importance of reduc¬ 
ing women's drudgery. Reduction of rural 
women's drudgery is crucial to th«r being 
able to set together on their own issues in 


a sustained way and squire sidlU requAr*!: 
for oiganUauon building. For extnnidn, prd". 
vision of dean drinking water in every hoime'" , 
and easily available fuel shouid be pticnides ’ 
for rural movement that are conccxned to . 
provide a base for women to organise. ' . 

3) Tb create women’s fronts within general 
movements is a necessary step to allow ^ 
women to raise their own issues, but to try > 
and involve women in decision making and ' 
leadership processes of the general move¬ 
ment is equally imporwnt, and the two pro¬ 
cesses should be simultaneous as far as 
possible. 

4) Those movements which have tried to 
create separate space for women—in the 
form of women’s meetings and camps, have 
found that women respond very positively 
to the new experience of some time and 
space away from domestic tesponsibiiities«. 
and of interaction with other women, and. 
ask for more such activity. It is important 
that movement leaders put moral pressure 
on men to concede women such space and 
time which is a pre-condition for them to. 
reflect and debate on issues that concern 
them. This should be more institutionalised 
and integrated jnto movement processes on 
a continuing basis. 

5) It has been found that women tend tp 
respond positively to a moral appeal, fbr in¬ 
stance, when caiM on to come to the rescue . 
of the family or the community. On the 
other hand, they tend to feel somewhat. 
inhibited about demanding rights for 
themselves, this being seen as somehow 
ignoble and selfish. This ideological bias 
facilitates women’s energies being used by 
movements but without being rewarded wHh 
any concrete gains as women. 

it is important that movements consciously 
try to build the belief that it is immoral for 
women to be used solely as a means to some 
end that does not include their own par¬ 
ticipation in deciding their own best 
interests. Women need to understand that it 
is ail right and l^itimate for them to work 
for their own rights, even at those points 
where these are not necessarily subsumed in 
some supposedly 'larger' interest. 

[This paper is not a comprehensive survey of 
all ruiid women’s mobilisations in the country. 

1 have idected a few representative examplw 
that illustrate the general paiierh as I see it. I 
have concentrated on women from agricultural 
families—induefing the peasantry and the 
landless poor. 1 am excluiUng women’s 
mobilisation by the CFI and CP1(M) since no 
detailed information it ayailabtc on them. 
However, it is unlikely that the general pattern 
is different from the ones diseusted in this 
paper. My sources of information «e various 
reports sent to Manushi over the last decade 
I am grateful to the participaifts and leaders 
of the various movements who have ihiued 
tbdr experiences with me in the crame ttf dim 
interviews. This is a revised version of • pqser 
presented at the workshop on Wmieff In 
Agriadtun organised by Centre for Deader 
ment Studies, IHvandrum in Fiebruary IMf. 
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piecsssiON 

Boots of Uneven Regional Growth in India 

(f K f^hadlia 


PRAOMAN H PRASAD has done a jiooU 
Job in analysing the disconcerting paitcrn 
of uneven regional groaiii in India 
(At%us( 13, 1988). He has marshalled a lot 
of data on important aspects ot state 
vetronpray for IS major states as also the 
transfer of financial resources under dif¬ 
ferent heads, from centre to the states. His 
is mi evtretnely instnictixe way of looking 
^ at incteasing inter-siate disparities. The main 
pomt emerging t'lom hi« analysis are the 
following: 

i> On the eve of independence, ind<a 
. .emerged as a federation of a few relatively 
rich states in the company of many poor 
- idates. The policy concern in the post-inde- 
.pendence era should have been focused in 
".correcting the inter state economic im- 
^balances mter uUu, through a progressive 
; system of tesourv: transfer from centre to 
Vihe stares. Unluckily, with the passage of 
time; the resource transfer from centre to the 
states has not been very effective in 
mitigating the uneven pace of development 
among the states. 

Ji) Over lime, undue importance is being 
attached to plan expenditure in utter di.s- 
regard to the rising need of providing for 
adequate non-plan expenditure if only pro¬ 
ductive assets and infrastructure are to be 
.properly maintained. The growing inade¬ 
quate of funds under non-plan heads is 
becoming a source of rising political unrest 
ht the state level and a matter of continuing 
‘Sthtggie’ between the centre and the states. 
This is all the more so because the centre is 
not as much starved of the non-plan 
finances as most of the states are. 

' iii) The tax effort of individual states beats 
no relationship to their respective taxable 
capacities. Ihc poor .states have over¬ 
stretched themselves in mobilising tax 
resources while the iclutivciy better off states 
have been rather soft in their tax policy and 
rates. 

The above conclusions are important in 
their own right and miist merit the serious 
consideration of policy makers both at the 
'Centre as well as the state level. Prasad has 
taken full pains in arguing that much of the 
backwardness at the state level owes itself 
to the pattern of resource transfer from the 
centre to the state. This has been a point of 
dB>ate for a' fairly long time, and perhaps, 
; tot a long time to come, the d^ate will 
' imnin inconclusive. 

In spite of his clear exposition and 
t, rigorous analysis, Prasad’s paper fauiters on 
Many counts: 

1) Firstly, k is a bit too much to say that 
' ail the Uls at the state level have their roots 
. in Cmtral transfers, especially because; his 
'.i. own data (1|ible Z) indicate that the share 


of the poor vtaies in ^ueh transfers lias been, 
on the whole, high'.'i than (hat of rkh states 
except in. the ea<-e of public sector tmanciai 
insiituiionv. Prasad's grouse is that resource 
transfer in favour of the poor states has 
hardly been adequate. Clearly therefore, we 
are confronted with a big debate of pro- 
grevsivity vs adequacy. More substantially. 
Prasad's exclusive concern is to prove that 
the 3-4 types of resource transfers from cen¬ 
tre to the states have not been responsible 
for giving a push to per,capita net state 
domestic product. F^srhaps per capita net 
state domestic product depends much more 
on factors arising out of state level policies 
rather than on central transfers alone. Be 
that as it ina.v, there seems to be a methodo¬ 
logical Haw in how the correlations have 
K'cn framed. L'achsoutcCofccinraliransfcr 
is expressed as a percentage of state's SDP. 
Conceptually, this is nof quite satisfying. 
What docs this formulation convey after all 
as a policy variable? A better method may 
be to see each source of transfer as a percen¬ 
tage of total plan outlay at the state level and 
then see-the magnitude of the correlation 
coefficients. 

2) Still more objectionable is to club long 
time series of data from 1969-70 to 1984-85 
into one single figure (Tkble 3). There are 
after all short-term expectations of the state 
planners about the Hfceiy availability of 
resources in insudments and accordingly the 
state expenditure pattern is adjusted. This 
is fairly well known. On the contrary, it is 
inconceivable that total central transfer over 
16 years, surrogated by a single figure, could 
answer any of the expenditure patterns at the 
state level. Prasad generally observes 
meticulous care in the use of statistical/ 
econometric techniques, in this patiiculai 
case, he has not, Tire iwttern of per captu 
plan expenditure on year to year bmis, could 
have been seen in relation to each of the cen¬ 


tral umsfers. imferaMy with a tag of 
or two years. reitentc it ii mther 
novice to suppress 16 years data into 
single figure. Incidemaliy. col 2 in 1hb(e%/ 
is purzling. Some printer’s devH seelns to hr' 
involved. 

3) Slill another methodological objection.' 
is that while col 3 in Table 3 is derived at 
constant prices, all other cols are expressed 
at current prices. One is indeed baffled with' 
16 years data being expressed at currei^ 
prices and represented by a single year fIfuM. 
This admixture of constant and current 
prices contributes its own share of awkwwdi 
ness in the regression results of Ikbie 4. In 
this table, the dependent variable is at con¬ 
stant prices while each of the three 'ex¬ 
planatory variables’ is at current prices! U 
goes without sayiitg that the three expla¬ 
natory variables framed in current prices 
would give much bigger figures and accor¬ 
dingly much milder impacts on the depen 
dent variable. 

4) The author has erred in interpreting the 
explanatory powers of the various regression 
models attempted by him. f or example, he 
has mixed up the multiple correlation co- 
efficieni with the coefncicni of determina¬ 
tion. Again, in a number ol tables, the co- 
efficient of deieiminaiion is in fact rnuct. 
smaller than what he makes it out to be. In 
deed some of them would be non-.significam 
if an appeal is made to I-test. Frankly speak¬ 
ing. there is not hing like a robust explanauiry 
power of Prasad’s regression models. 

lastly, the method for computing ‘esti¬ 
mated rate of tax’ (Ihblc 7) is not explaii 
cd. Presumably, the estimated tax rate 
obtained through a circular procedure 
terms of the data at.Prasad's disposal 
single tax rate function might have bt 
estimated across the 15 states and then ■ 
dividual rate of tax worked out through 
plugging in the averages for each of the ex¬ 
planatory vviables for each sute in turn. 
If the abm presumption is correct, a second 
thought Prasad himself would convince 
him that it is not a very happy procedure; 
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